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FREE  Special  Report 


The  6  Most  Costly  Estate  Planning  Mistakes 

Made  By  Those  Worth  $3  Million  to  $250  Million 


Tragically,  you  may  be  making  two 
or  three  of  these  mistakes  costing 
you  millions  of  dollars. 

That's  why  Barry  Kaye  has  prepared  a  FREE  Special  Report: 
12  Wealth  Preservation  Strategies,  that  he'd  like  to  send  you.  This 
exclusive  report  reveals  easy  steps  you  can  take — right  now — to 
legally  avoid  each  mistake  and  reduce  your  estate  tax  cost  up  to  90%* 


Barry  Kaye.  America's  #1 
expert  on  estate  tax  cost 
discounts. .  .author of 
Save  A  Fortune  On  Your 
Estate  Taxes . . .  and 
founder  and  chairman  of 
Wealth  Creation 
Centers?"— America  s 
Foremost  Estate  Tax 
Cost  Discount  Specialists. 


#  J  Losing  50%  or  more  of  your  estate's  net 


worth  to  estate  tax  costs. 


Death  and  estate  taxes  are  inevitable.  FACT:  Uncle 
Sam  is  due  the  money  owed  by  your  estate  upon  your 
death.  Nobody  —  not  your  attorney,  your  financial 
planner  or  your  accountant  —  can  change  that.  But  the 
big  question  is:  WHO  will  pay  your  estate  taxes? 

Without  proper  estate  planning,  your  heirs  will  be 
100%  responsible  for  paying  these  taxes.  Over  a 
$3,000,000  estate,  they'll  pay  55%  in  estate  taxes. 

But  in  your  FREE  Special  Report,  12  Wealth  Preserva- 
tion Strategies,  Barry  Kaye  reveals  a  proven,  no-risk 
concept-based  on  current  assumptions — he  calls  The 
Wealth  Transfer  SystemSM.  Using  this  concept,  you  can 
legally  reduce  your  estate  tax  costs  by  up  to  90%  and  pass 
on  nearly  two  times  more  money  to  your  heirs  —  income 
and  estate  tax  FREE! 


*2 


Failing  to  leverage  your  IRA,  Keogh  or 
pension  to  protect  your  estate. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  you'll  discover  proven  strategies  Barry 
Kaye  uses  to  help  his  clients  multiply  their  retirement 
accounts  and  legally  transfer  10-20  times  more  money 
to  their  heirs. 

#  O    Believing  your  municipal  bonds  are 
O    completely  tax  free.  (They're  not). 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  explains  exciting  new  municipal 
bond  alternatives  that  can  effectively  guarantee  thatyour 
muni  bond  money  will  become  income  AND  ESTATE 
TAX  FREE. 

# /I    Thinking  liquidity  will  protect  you  from 
m:    the  devastation  of  estate  taxes. 

In  your  FREE  Special  Report,  12  Wealth  Preservation 
Strategies,  Barry  Kaye  will  explain  why  liquidity  will 
give  you  a  false  sense  of  security.  He'll  show  you  how  to 
turn  your  liquidity  into  protection  for  your  family  and 
multiplied  wealth  for  your  heirs. 


What's  more,  you'll  discover  how  to  avoid  other 
mistakes  like  #5  -  giving  your  favorite  charity  only  a 
fraction  of  what  you  could  give  them  and  #6  -  solely 
depending  on  a  "general"  insurance  agent,  CPA, 
attorney  or  financial  planner  for  estate  planning.  Now, 
you  can  discover  the  same  strategies  used  by  some  of 
America's  wealthiest  families  in  a  FREE  Special  Report  by 
Barry  Kaye,  32  Wealth  Preservation  Strategies. 

To  receive  your  FREE  Special  Report . . . 


CaU  Toll  Free  1-800462-5433 

Monday-Friday,  8:30-5:30  PST 

•  For  your  FREE,  No-Obligation  copy  of  the 
Special  Report:  12  Wealth  Preservation 
Strategies  By  Barry  Kaye 

•  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 
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Wealth 

Preservation 

Strategies 


Available  in  fine 
bookstores  everywhere 

"Much  useful  advice  from  a  man  who 
has  so  much  useful  advice  to  give." 
—  Malcolm  S.  Forbes,  Jr. 
President  &  Editor-in-Chief, 
Forbes  Magazine 


FORTUNE 
ON  MIR 
ESTATE 

Itaxes 

BARRY  RAVE 


Wealth  Creation  Centers™ 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 


Call,  fax  or  write: 
1901  Avenue  of  the  Stars,  Suite  500 
Los  Angeles,  California  90067 
1-800-662-5433  •  310-277-9400  •  FAX:  310-282-0775 

©1992  Wealth  Creation  Centers 

*  Discounted  tax  costs  based  on  current  assumptions,  other  requirements 
and  a  last-to-die  life  insurance  policy  or  an  individual  policy. 


CAVEAT:  This  is  only  effective  if  you  are  over  age  60,  worth  over  $3  million,  have  excess  funds,  and  can  qualify . 


It  will  send  the  competitio 


For  years  Mercedes-Benz  has  been 
leading  the  automotive  industry  in  one 
big  game  of  follow  the  leader. 

But  while  other  car  companies  have 
been  trying  to  make  their  cars  as  good 
as  a  Mercedes,  we've  made  ours  better. 


Introducing  the  new  E-Class.  The 
E320,  E420  and  E500  Sedans,  the  E 320 
Station  Wagon,  Coupe  and  Cabriolet. 

One  glance  and  you'll  notice  the 
E-Class  has  a  sleek,  elegant  new  design 
that  is  at  once  as  timely  as  it  is  timeless. 


Sit  inside  and  the  E-Class  is  as 
fortable  as  any  car  in  its  class.  It': 
exceedingly  more  comforting.  Ort 
dically  crafted  front  seats,  for  insi 
are  designed  to  withstand  car-t 
rear  impacts  of  up  to  30  mph. 


'MSRP  for  an  E320  Sedan  includes  transportation.  Excludes  all  taxes,  title/documentary  fees,  regist 
fees,  and  finance  charges.  Prices  may  vary  by  dealer.  E420  shown  at  MSRP  of  $■ 


iack  to  our  drawing  board. 


arn  the  key  in  the  E320  and  you'll 
rience  a  217  hp  6-cylinder  engine 
rivals  most  V8's.  While  the  E420  has 
i  hp  V8  that  rivals  most  everything. 
311,  there  is  one  place  where  our 
>etition  has  managed  to  catch  up  to 


us.  And  that's  price.  So  come  into  your 
nearest  Mercedes-Benz  showroom  and 
take  a  close  look  at  the  new  E-Class.  Our 
competition  certainly  will. 

For  additional  information  on  the  new 
E-Class,  call  1-800-759-5685. 


iealer  prep  charges,  insurance,  optional  equipment,  certificate  of  compliance  or  non-compliance 
3  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.J.,  Member  of  the  Daimler-Benz  Group. 


The  New  E-Class 
Starting  at  $42,975 
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IBM  Client /Server 


PS/2.  OS/2  and  IBM  are  registered  trademarks  of  IBM  Corp  c  1993  IBM  Coi 


"IBM  helped  us  move  as  fast  on 
the  ground  as  we  do  in  the  air." 

John  Harper,  Sr.  Vice  President — Information  Services,  USAir.  USAir  wantecl 

to  create  the  terminal  of  the  future  at  Pittsburgh  International  Airport.  A  plaee  where  line; 
would  be  shorter.  Where  baggage  handling  would  be  quicker  and  more  dependable. 
And  everything  from  check-in  to  take-off  would  be  easier  and  less  confusing  for  travelers 
So  IBM  helped  USAir  develop  a  tailor-made  system  that  makes  information  more 


readily  available  to  employees  so  they  can  be  more  responsive  to  customers.  A  system  that 
maximizes  the  power  of  PCs  and  integrates  a  wide  range  of  different  manufacturers' 
equipment.  A  classic  example  of  IBM  Client/Server. 

Information  is  now  distributed  from  the  mainframe  to  650  PS/2"  workstations  running 
OS/2."  These  workstations  are  tied  into  hundreds  of  ticket  and  boarding  pass  printers, 
touchscreens,  credit  card  readers  and  other  peripherals  supplied  by  a  number  of  companies. 

The  result:  USAir  employees  and  passengers  now  get  immediate,  consistent  and  reliable 
updates  on  pertinent  information.  Skycaps  use  touchscreens  and  bag-tag  printers  to 
streamline  curbside  check-in.  And  tower  operators  can  make  better  decisions  about  man- 
aging gate  traffic,  resulting  in  fewer  delays.  In  short,  the  airport  of  the  future. 

If  you  want  a  custom-tailored  solution  that  gives  your  people  more  flexibility  and  gives 
you  an  edge  on  your  competition,  IBM  Client/Server  is  the  answer.  For  more  information, 
call  1  800  IBM-0045,  ext.  20. 


There's  never  been  a  better  time  to  do  business  with 
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Ann  Anderson  and  Gustavo  Lombo 


Identifying  the  best 

i  i)  STEVE  Kichen,  our  immensely  able  statistical  editor,  to  give 
m<  t  short  list  of  those  who  participated  in  the  complex  task  of 
identifying  the  best  small  companies  in  the  U.S.  and  some  of  the  best 
small  companies  in  the  rest  of  the  world.  Steve  responded: 

"Jim:  I  know  the  following  list  reads  like  the  credit  section  of  a 
three-hour  epic  movie,  but 
it  took  this  big  a  crew  to  put 
together  this  package. 

"Gustavo  Lombo — who 
speaks  Spanish  and  under- 
stands Portuguese  and 
French,  which  he  needed  to 
compile  the  table  on  fast 
little  companies  in  emerg- 
ing market  countries.  Ann 
Anderson — who  also  edits 
the  Forbes  International 
500 — did  the  table  on  the 
developed  nations.  Eric 
Hardy  was  in  charge  of  the 
editing  and  data  collection  bbbbbbI 
on   chief  executive  pay. 

Scott  DeCarlo,  Suzanne  Jennings,  Mary  Shenouda  and  Brian  Zajac 
spent  several  weeks  scrutinizing  proxy  statements.  Ira  Collings  and 
Paula  Stark  helped  by  researching  chief  executive  biographies, 
managing  traffic  and  proofreading  the  final  tables.  Somehow,  Steven 
Ramos  managed  quality  control  on  all  these  compilations  and  Mitch 
Rand  did  the  programming. 

"The  editors  and  writers:  Stewart  Pinkerton,  Fleming  Meeks, 
Jason  Zweig,  Peter  Fuhrman,  Andrew  Tanzer,  Gary  Slutsker,  Joel 
Millman,  William  Stern,  William  Barrett  and  Riva  Atlas." 

It  was  a  lot  of  work,  but  in  a  time  when  the  best  hope  for  job  and 
wealth  creation  lies  in  fast-growing  small  companies,  it  was  a  job  well 
worth  doing.  We  trust  you  will  find  it  fascinating  reading. 

Chicle  is  chic 

As  ourreaders  know,  Forbes  believes  a  lot  of  business  news  worth 
reporting  takes  place  outside  the  usual  places — Wall  Street,  Wash- 
ington and  the  headquarters  of  a  few  giant  corporations.  Here's  a 
random  sampling  from  this  issue  that  demonstrates  our  broad 
definition  of  business  news: 

Howard  Rudnitsky  reports  that — for  better  or  worse — chewing 
gum  is  yet  another  U.S.  cultural  habit  spreading  overseas.  Page  208. 

Roula  Khalaf  tells  us  that  the  latest  hot  item  in  celebrity  journalism 
is  a  Spanish  magazine,  exported  to  Britain  and  now  on  its  way  to  the 
U.S.  Page  204. 

Seth  Lubove  recounts  the  disarming  story  of  a  man  whose  passion 
is  starting  new  businesses  and  eventually  turning  them  over  to 
someone  else  to  run.  He's  done  18  so  far.  Page  186. 

Suzanne  Oliver  tells  how  the  Swatch  watch  people  have  turned 
collecto- mania  into  an  effective  marketing  tool.  Page  342. 

Tom  Sowell  shows  how  politics  and  the  media  distort  statistics  to 
create  phony  evidence  for  proving  bias  in  business.  Page  82. 

And  much,  much  more. 

61/ 
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ACCEPTED 
BUSINESS  PRACTICE 

You  chose  a  Corporate  Card  that's  accepted  by  all  major  hotel  chains.  All  major  airlines  and 
car  rental  companies.  Thousands  of  gas  stations.  And  restaurants — from  family  to  fine  dining.  That's 
because  you  know  what  your  travelers  really  need  to  get  the  job  done.  And  you  know  you  can  meet 
virtually  all  of  their  T  &  E  needs  with  just  one  card.  For  you  and  your  people,  it's  the  accepted  way 
Travel  to  do  business. 


'AMERICAN,  m^^*™**** 

iexrbess  Management 
Services 


The  American  Express®  Corporate  Card.  It's  all  business. 


1993  American  Express  Travel  Related  Services  Company,  Inc. 


The  Lexus  GS  J 


I  ); 


And  You  Thought  You 

GeometryAfo 


Chances  are,  you  haven't  fo 
a  practical  use  for  calcula 
the  angles  of  an  isosceles  tria 


©  1993  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seal  belts  an' 


lever  Need 
igh  School. 

Hill  is  not  lost.  One  ride  in  the  Still  further  adjustments  were 
s  GS  will  quickly  restore  your  made  to  help  reduce  front-end 
m  in  the  virtues  of  geometry.        dive  during  braking  as  well  as 


the  Lexus  GS  has 
been  designed  to 
provide  a  firmer 
feel  without  sac- 
rificing comfort. 


body  roll  during  cornering.  The 
end  result  is  truly  a  drivers  car. 

Discover  how  invigorating 
geometry  can  be.  Take  the  GS  out 
for  a  rigorous  test  drive.  We  only  ask 
that  you  keep  it  parallel  to  the  road. 


© 


L£XU5 

The  Relentless  Pursuit  Of  Perfection. 


1  For  more  information,  call  800-872-5398  (800-USA-LEXUS).  Shown  with  optional  equipment. 
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PolyGram's  Wall 
Street  hit  parade 

Wl  1 1 1  [AN  i  JACKSON'S  re- 
cording contract  up  for 
grabs  three  years  ago, 
Forbes  thought  PolyGram 
N.V.'s  goal  of  becoming  a 
force  in  the  U.S.  entertain 
mcnt  market  was  on  the 
verge  of  a  major  setback. 
Just  nine  months  earlier 
PolyGram,  then  80% 
ow  ned  by  Dutch  consumer 
electn  inics  giant  N.V.  Phil 
ips,  had  acquired  the  high 
energy  rocker  by  paying 
$460  million  for  A&M  Rec- 
ords. PolyGram  hadn'l 
shown  much  of  a  knack  for 
locating  and  nurturing  its 
own  talent,  and  Jackson 
was  A&M's  top  selling  act 
(Oct.  15,  1990). 

Soon  alter,  Jackson  signed  with 
Virgin  Records.  Her  latest  album, 
janet,  has  sold  more  than  3  million 
copies. 

Bui  cry  not  for  PolyGram.  Billy  Ray 
Cyrus'  debut  album,  Some  Gave  All, 
released  on  PolyGram's  Mercury  la- 
bel, sold  8.5  million  copies  last  year. 
Cyrus  is  part  of  a  thriving  roster  of 
new  acts  that  helped  PolyGram  rack 
up  56  gold  or  platinum  records  (those 
selling  500,000  or  1  million  copies, 
respectively)  in  the  U.S.  last  year,  up 
from  just  L]  in  L989. 

In  August  PolyGram  announced  it 
would  buy  Motown  Records  for  $301 
million.  The  acquisition  includes  a 
roster  of  more  than  50  current  artists, 
as  w  ell  as  a  back  catalog  of  hits  by  the 
likes  of  Smokey  Robinson,  Diana 
Ross,  Stevie  Wonder,  Marvin  Gaye 
and  the  Jackson  hive. 

PolyGram's  earnings  rose  19%  in 
the  first  half  of  the  year.  Applauding 
the  performance,  Wall  Street  has  bid 
up  the  company's  New  York  Stock 
Exchange  listed  shares  to  a  recent 
.sS1  s,  an  alltime  high,  t  hat's  up  from 
an  initial  offering  price  of  $16  in 
December  1989. 

I  laving  gained  a  solid  foothold  in 
the  U.S.  music  market,  PolvGram 
Chief  Executive  Alain  Levy  is  looking 
to  do  the  same  in  filmed  entertain- 
ment. He  hopes  studio  operations 
w  ill  generate  25%  of  the  company's 
revenues  by  the  end  of  the  decade, 
compared  with  8%  last  year. 


PolyGram  Chief  Executive  Alain  L6vy 
Going  Hollywood. 


"The  business  is  moving  toward 
being  able  to  offer  more  opportuni- 
ties to  artists,"  says  Levy.  "It's  going 
to  be  difficult  if  you  don't  have  a 
movie  company." 

Tee-off  time 

FORBES  called  it  "extrapolation  mad- 
ness." Even  after  600  new  golf 
courses  were  completed  in  the  prior 
two  years — nearly  twice  the  level  of 
1986  to  1988— the  National  Golf 
Foundation  predicted  in  1990  that 
the  industry  would  need  to  build  at 
least  350  courses  a  year  for  the  next 
ten  years  to  service  the  growing  mil- 
lions of  golfers  (Dec.  24,  1990). 

Now  big  money  is  flowing  into  the 
golf  course  business.  But  it's  not  so 
much  to  build  new  courses — it's  more 
to  buy  up  existing  properties  on  t  he- 
cheap  that  have  been  undermanaged 
or  fallen  on  hard  times. 

lake  KSL  Recreation  Co.,  a  La 
Quinta,  Calif,  resort  and  leisure  com- 
pany formed  last  year  with  backing 
from  buyout  firm  Kohlberg  Kravis 
Roberts  &  Co.  Earlier  this  year  KSL 
bought  the  Fairways  Group,  an  oper- 
ator of  11  community  golf  courses 
along  the  Eastern  seaboard,  for  an 
estimated  $50-million-plus.  Then,  in 
August,  it  paid  $276  million  for  PGA 
West  and  La  Quinta,  near  Palm 
Springs,  through  a  Resolution  Trust 
Corp.  auction.  The  resorts  were  assets 
of  the  bankrupt  Landmark  I  .and  Cos., 
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At  Republic  we  reduce  risk  by  sharing  information. 


t  Republic  National  Bank,  we  know  th 
the  individual's  decision  is  only  as  good  as  the  information 
that  helped  form  that  decision. 

So  we  bring  together  a  team  of  market  and  credit  analyst 
to  share  information  and  assess  risk  before  borrowing, 
lending  or  investing  funds.  Charged  with  Republic  Bank's 
most  important  mission — protect  our  depositors'  funds, 
this  "safety  first"  philosophy  earns  us  the  respect  of  the 
financial  community.  Lazard  Freres  &  Co.,  Equity  Research 
wrote:  "Over  the  last  27 years,  the  bank  has  developed  an 
excellent  reputation  for  private  banking  capabilities,  ded 
cation  to  the  depositor,  and  risk-averse  banking  practices. 
The  bank  is  unrivaled  among  its  peers  in  asset  quality, 
reserves  for  loan  losses,  and  equity-to-risk  assets!' 

Working  together  to  protect  the  bank's  customers  helps 
I  keep  Republic  strong.  For  more  information  about  Republi 
/  National  Bank  of  New  York,  write  for  our  latest  Quarterly 
Report  to:  Information  Center,  ofcrn  mi  ir 

Republic  National  Bank  of  New  .  AT  a^maPiia  iu*r 
York,FifthAve.at40thSt.,  rf^^L^. 
New  York,  NY  10018.  Or  call  Ur  IU1UV 

(212)  221-6056.  Outside  New     '  fr£k 
York  City  (  800)  REPUBLIC. 


NEW  YORK  •  GENEVA  •  TOKYO  •  LONDON  •  /I  !(l<  II  •  1. 1  GANO  •  LUXEMBOURG  •  PARIS  •  MONTE  CARLO*  GIBRALTAR 
MILAN  •  GUERNSEY  •  BEIRUT  •  MIAMI  •  LOS  ANGELES  •  BEVERLY  HILLS  •  NASSAU  •  CAYMAN  ISLANDS  •  MONTREAL  •  SINGAPORE  •  HONG  KONG 
TAIPEI  'JAKARTA  •  BEIJING  •  MONTEVIDEO  •  PUN  TA  DEL  ESTE  •  BUENOS  AIRES  •  SANTIAGO  •  MEXICO  CITY  •  CARACAS  •  RIO  DE JANEIRO 


He  offered  me  his  red  leather  chair 
and  said  "Congratulations,  Mr.  Chairman! 
We  were  in  the  boardroom. 


Or  was  it  The  St.  Regis? 


An  ITT  Sheraton  Luxury  Hotel 


FIFTH  AVENUE  AT  55TFI  STREET  NEW  YORK,  N  Y  I0022-TEL  212.753.4500,  TELEX  148368,  FAX  212.787.3447 
FOR  RESERVATIONS  CALL  TOLL  FREE  800-759-7550  OR  YOUR  TRAVEL  SPECIALIST 


Searching  for  the  ultimate  gift 
is  not  as  much  fun  as  giving  it. 


Saks  Fifth  Avenue 

Alsc  a  ailable  in  Eau  de  Parfum  and  Eau  de  Toilette. 


subsidiaries  of  the  foiled  Oak  Tree 
Savings  Bank  of  New  Orleans. 

The  properties  sold  for  about  half 
of  their  stated  book  value.  The  RT(  is 
financing  75%  of  the  purchase  price  at 
a  4%  interest  rate.  KSL  plans  to  en- 
hance the  value  of  the  resorts  by 
upgrading  management  and  adding 
sen  ices — for  example,  putting  bever- 
age carts  on  the  courses. 

Another  conduit  for  institutional 
money:  Cobblestone  Golf  Group  of 


David  Price  of  National  Golf  Properties 
Consolidating  a  cottage  industry. 


San  Diego.  Last  year  Brentwood  As- 
sociates, a  Los  Angeles  venture  capital 
and  buyout  firm,  put  $32  million  into 
Cobblestone.  Leveraging  that  equity, 
Cobblestone  expects  to  own  40  to  50 
courses  by  year-end  1995,  at  a  total 
cost  of  $125  million  to  $150  million. 

Also  actively  acquiring  courses  are 
the  country's  two  biggest  golf  course 
management  companies,  Club  Corp. 
of  America  in  Dallas  and  American 
Golf  Corp.  in  Santa  Monica.  In  Au- 
gust American  Golf  formed  a  real 
estate  investment  trust,  National  Golf 
Properties,  and  raised  nearly  $200 
million  in  a  public  offering.  Accord- 
ing to  National  Golf  Chairman  David 
Trice,  die  REIT  plans  to  acquire  12  to 
1 5  courses  a  year. 

"It's  a  consolidation  of  a  cottage 
industry,"  says  Price  of  the  recent 
acquisition  frenzy.  Indeed,  the  top 
ten  golf  course  companies  own  only 
about  3%  of  the  nation's  14,000  or  so 
golf  courses. 

"It's  a  wonderful  business  with 
great  opportunities,"  says  Price.  "But 
you've  got  to  know  what  you're 
doing."  H 
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"Every  company  we  invest  in  has 
two  things  in  common: 
hard  work  and  high  standards." 

The  truth  is  that  a  mutual  fund's  performance  will  only  be  as  good  as  the  companies  making  up  its 
portfolio.  We  believe  the  key  to  success,  even  through  different  markets,  is  to  invest  in  a  mutual  fund  which  owns 
companies  with  a  stream  of  earnings  that  indicate  they  know  how  to  prosper,  now  and  in  the  years  to  come. 
And  stick  with  it. 

Regardless  of  market  ups  and  downs,  we  keep  to  our  philosophy.  Lipper  Analytical  Service  reports  that 
for  the  period  ending  September  30,  1993,  out  of  209  growth  funds  with  a  five  year  record,  the  Berger  100  Fund 
achieved  a  27.6%  annual  total  return  versus  a  14.2%  average  for  the  others. 

Results  of  a  $10,000  Investment  in  the  Berger  100  Fund 

from  September  30.  1974  through  September  30.  1993* 

Total  Value 
$174,057 


S80.000 


$40,000 


$20,000 


$10,000 


Bill  Berger  has 
over  40  years  of 
experience  he 
wants  to  share 
with  you. 
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Berger 

!  Year 

3  Years 

5  Years 

10  Years 

1 5  Years 

19  Years* 

100 

41.0% 

40.3% 

27.6% 

15.4% 

16.4% 

16.2% 

Fund 

You  can  open  an  account  with  as  little  as  $250. 

All  it  takes  to  add  to  an  existing  account  is  $50. 
If  you  prefer,  you  can  even  choose  an  automatic  monthly 
investment  plan  (for  as  little  as  $50  a  month). 

Please  call  (800)  333-1001 

We'll  send  you  a  Berger  Investors'  Kit. 
It  will  contain  a  prospectus. 
Read  it  carefully  before  investing. 


Fresh  thinking  since  1974 


Past  performance  shows  the  fund's  history  and  does  not  guarantee  future  results 
The  figures  include  changes  in  share  price  and  reinvestment  of  dividends  and 
capital  gains,  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth 
more  or  less  than  their  original  cost  The  figures  include  the  deduction  of  12b-1 
fees  beginning  in  June,  1990.  'Berger  Associates  assumed  management  of  the 
fund  9/30/74.  Source:  Lipper  Analytical  Service. 
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Hooters  Of  America  is  a  ten-year- 
old  Atlanta- based  restaurant  chain 
where  scantily  clad  young  waitresses 
serve  beer  and  chicken  wings 
(Forbes,  Apr.  15,  1991).  The  chain's 
success  has  doctrinaire  feminists 
chewing  on  the  carpet  in  rage.  But 
instead  of  meekly  caving  in  to  the 
protests,  Hooters'  management  has 
decided  to  capitalize  on  the  backlash 
against  the  liberal  thought  police. 
Last  year  conservative  talkster  Rush 
Limbaugh  did  a  local  promotion  for  a 
franchisor  that  owns  nine  Hooters 
restaurants  in  the  South.  The  spot  was 
such  a  hit  that  now  the  110-strong 
chain  is  using  it  nationwide.  In  it 
Limbaugh  exhorts  "feminazis,"  "en- 
vironmentalist wackos"  and  other  po- 
litically correct  to  assemble  at  Hoot- 
ers and  protest.  "Do  you  know  that 
the  shameless  exploitation  of  women 
and  animals  is  going  on  at  the  same 
time  and  the  same  place  and  you 
should  stop  it?"  he  says,  archly.  "It's 
at  Hooters  where  this  is  happen- 
ing. .  .  .  Do  the  right  thing.  Go  to 
Hooters  and  stop  all  this.'"  Some- 
body's gotten  the  message:  Hooters 
expects  sales  to  be  up  about  25%  this 
year,  to  $200  million. -Seth  Lubove 

Pink  slip  flurry  at  D&B? 

A  couple  of  weeks  ago  Forbes  re- 
ported that  Dun  &  Bradstreet  had 
managed  to  escape  relatively  un- 
scathed from  a  series  of  poor  invest- 
ments made  over  the  past  decade  only 
by  selling  assets  and  manipulating  re- 
structuring charges  (Forbes,  Oct. 
25).   Comes  now  an  anonymous 


phone  call  from  a  chap  claiming  to  be 
a  D&B  employee.  According  to  the 
tipster,  D&B  is  about  to  issue  "separa- 
tion packages  or  early  retirement 
packages  to  what  is  reported  to  be 
7,000  employees  the  company  is  try- 
ing to  get  rid  of."  This  on  top  of  more 
than  10,000  workers  the  company 
dumped  in  1991  and  1992.  D&B 
spokesman  Reid  Gearhart  denies  the 
rumor,  but  he  does  admit  that  the 
company  may  lay  off  that  many  em- 
ployees over  the  next  15  months  to 
two  years.  -Jeffrey  Young 

Oxford  does  Wall  Street 

"WE'RE  academic  people  and  we're 
not  trying  to  be  too  flash,"  insists 
Oxford  University  mathematics  re- 
search fellow  Paul  Wilmott.  "There's 
always  this  conflict  between  being 
respectable  and  trying  to  rake  in  the 
money,  as  it  were." 

Wilmott  and  two  other  British 
math  lecturers — Sam  Howison  and 
Jeff  Dewynne — are  trying  to  cash  in 
on  their  mathematical  skills  with  a 
workshop  they're  offering  to  Wall 
Streeters  on  how  to  value  options. 
Price  for  the  three -day  course:  $1,500 
per  participant,  lunch  included.  Thir- 
ty Wall  Street  types,  mostly  from  ma- 
jor U.S.  investment  banks,  attended 
the  latest  lecture  series.  The  workshop 
has  also  been  given  six  times  at  Ox- 
ford, where  the  cost  is  £975. 

Wilmott,  Howison  and  Dewynne 
are  all  in  applied  mathematics  special- 
izing in  fluid  mechanics.  Although 
relatively  new  to  finance,  Wilmott 
says:  "When  you're  doing  mathemat- 


ics research,  you're  teaching  yourself 
things  all  the  time.  It's  no  big  deal  to 
learn  a  new  subject." 

If  you  miss  their  lecture,  you  can 
buy  their  book:  Option  Pricinjj: 
Mathematical  Models  and  Computa- 
tion, at  $112  a  copy,  including  post- 
age The  trio  formed  their  own  pub- 
lisher, Oxford  Financial  Press,  so  they 
can  keep  more  of  whatever  profits  the 
book  brings  in.  With  the  course,  they 
must  cut  in  Oxford's  continuing  edu- 
cation department  and  the  Oxford 
Centre  for  Industrial  and  Applied 
Mathematics  for  a  share  of  profits 
from  the  course.  -Alexandra  Alger 

Banco! 

When  the  Mexican  government  pri- 
vatized 18  of  that  country's  banks  in 
1991,  many  of  Mexico's  leading  in- 
dustrialists wound  up  with  lucrative 
pieces  of  the  action.  Now  the  govern- 
ment is  taking  care  of  the  industrial 
jefes  who  missed  out  on  that  earlier 
giveaway.  Those  who  were  unlucky 
two  years  ago  got  a  second  chance 
when  the  Mexican  government  re- 
cently authorized  nine  new  financial 
institutions. 

Among  the  budding  bankers-to-be 
is  billionaire  Carlos  Slim  Helu,  whose 
publicly  traded  Grupo  Carso  controls 
5%  of  Telefonos  de  Mexico,  makes 
Marlboro  cigarettes  in  Mexico,  runs 
the  Sanborns  department  store  chain 
and  has  interests  in  mining,  tires,  met- 
al fabrication  and  auto  parts.  Another 
is  airline  entrepreneur  Carlos  Hank 
Rhon,  whose  father  is  Mexico's  Secre- 
tary of  Agriculture  and  whose  father- 
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in-law  runs  Maseca,  the  nation's  larg- 
est tortilla  maker. 

-Christopher  Palmeri 


Backing  the  hand 
that  feeds  it 

In  return  for  backing  Boris  Yeltsin 
during  the  Russian  parliament's  Oc- 
tober uprising,  Russia's  military  will 
expect  to  be  paid  off.  "The  argument 
is  pretty  strong,"  says  Brookings  In- 
stitution economist  Clifford  Gaddy. 
"When  they're  in  such  need  of  money 
at  the  Defense  Ministry,  clearly  die 
generals'  position  will  be  improved." 
Some  Russia  watchers  believe  that 


A  tank  near  the  Russian  parliament 
Rubles  talk. 


Yeltsin  has  been  carefully  building  his 


bridges  to  the  armed  forces.  In  early 
1992,  for  example,  in  order  to  get 
foreign  aid,  he  cut  Russia's  budget  for 
defense  procurement  by  68%.  But  by 
early  1993  Yeltsin  had  begun  making 
new  promises  to  the  military  estab- 
lishment. He  pledged  to  divert  $250 
million  of  foreign  aid  to  prop  up  the 
defense  industry  of  a  republic  in  the 
Urals.  Yeltsin  also  put  through  pay 
and  benefit  increases  for  the  military. 

The  squabbling  Russian  parliament 
was  left  in  the  dust  by  these  initiatives. 
It  wasn't  until  late  summer  that  now 
jailed  Vice  President  Aleksandr  Rut- 
skoi  and  his  clique  in  parliament  be- 
gan making  their  own  promises.  But 
by  then  parliamentary  bickering  had 
gone  on  too  long.  It's  unclear  if  legis- 
lation authorizing  a  general  military 
pay  increase  was  ever  passed.  When 
push  came  to  shove,  the  generals 
\i  knew  who  was  more  likely  to  butter 
their  bread.        -Philippe  Mao  H 
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For  a  free  booklet  telling  the  story  of  the  Pendleton  shirt,  write  Box  3030,  Portland,  Oregon  97208. 


A  Frank  reply 

Sir:  In  "Evolutionary  economics: 
Nice  guys  don't  finish  last"  (Oct.  11), 
using  me  as  a  symbol  of  unloving 
management  is  clearly  out  of  place. 
You  confuse  actions  taken  to  try  and 
stay  alive  with  actions  taken  to  kill  the 
competition.  In  the  airlines  we  ac- 
quired in  the  Eighties,  we  were  con- 
fronted with  hundreds  of  millions  of 
dollars  in  previous  losses  and  major 
labor  unrest.  We  took  the  actions 
necessary  to  try  and  rescue  these  com- 
panies— actions  regrettably  similar  to 
the  actions  we're  seeing  taken  today 
by  major  airlines  dealing  with  belea- 
guered finances. 

While  the  actions  taken  to  save 
Continental  on  its  death  bed  in  1983 
didn't  please  labor,  at  least  there  is  a 
vibrant  airline  today,  which  employs 
over  30,000  more  people  than  it  did 
in  1983. 

-Frank  Lorenzo 
Chairman 
Savoy  Capital 
Houston,  Tex. 

Bold  and  brash 

Sir:  Re  "I  have  no  clients"  (Oct.  11). 
I  commend  you  for  exposing  lawyers 
like  William  Lerach,  although  unfor- 
tunately it  comes  as  no  surprise.  Peo- 
ple like  Lerach  have  no  concept  (or 
else  contempt)  of  market  economics 
or  entrepreneurship  and  can  only  be 
compared  to  barbarian  predators.  It's 
absolutely  disgraceful  that  the  Ameri- 
can legal  system  permits,  even  en- 
courages, this  type  of  behavior. 
-Paul  Austin 
Sarasota,  Fla. 


Iliam  Lerach 
The  scourge  of  Silicon  Vaiiey. 


Sir:  Bill  Lerach  personifies  the  des- 
perate need  for  tort  reform  in  this 
country.  William  Shakespeare  had  it 
right  400  years  ago:  "The  first  thing 
we  do,  let's  kill  all  the  lawyers." 
-Donald  R.  Maeschhr 
La  Jolla,  Calif. 

Verbatim? 

Sir:  Re  "Union  knows  best"  (Oct. 
11).  If  the  examples  of  the  handwrit- 
ten letters  you  printed  in  your  article 
were  in  fact  copied  from  the  black- 
board, then  the  California  Teachers 
Association  has  shot  itself  in  the  col- 
lective foot.  A  high  school  student 
who  cannot  write  a  simple  sentence  is 
Exhibit  1  in  the  case  against  the  cur- 
rent education  establishment  in  Cali- 
fornia. If  the  teacher  actually  provided 
this  sentence,  then  it  is  time  for  anoth- 
er revolution. 
-Paul  Dembry 
Los  Gat os,  Calif. 

Home  alone 

Sir:  Re  "The  ultimate  school  choice: 
no  school  at  all"  ( Oct.  11).  Education 
by  isolation  is  not  the  way  to  develop 
good  citizens  and  leaders  who  will  be 
equipped  to  deal  with  a  rapidly  chang- 
ing society. 
-Sharon  R.  R\bb 
Atlanta,  Ga. 

Piqued 

Sir:  I  am  a  native  Californian — 68 
years  old — who  has  seen  the  millions 
of  illegals  pour  into  the  state  ( Fact  and 
Comment,  Sept.  13).  At  our  local 
hospital,  thousands  of  illegal  preg- 
nant women  give  birth  without  pay- 
ment. Public  schools  are  forbidden  to 
inquire  if  children  are  illegally  here — 
hundreds  of  thousands  have  been  and 
are  being  educated  at  taxpayers'  ex- 
pense. That  is  not  right! 
-J.  Rudger  Brown 
Oceanside,  Calif. 

Banking  on  blood 

Sir:  Re  "Blood  strategies"  (Sept.  27). 
That  most  transfusion -related  "inci- 
dents" involve  patients  who  were 
transfused  with  blood  that  was  in- 
tended for  someone  else  belies  the 
security  in  relying  on  your  own  previ- 


ously banked  ("autologous")  blood 
or  directed  donations  from  trusted 
kin  and  kith. 

The  other  alternative  you  men- 
tioned is  blood  recycling.  As  an  anes- 
thesiologist, I  have  watched  a  man  die 
because  a  defect  in  the  recycling  appa- 
ratus caused  a  large  amount  of  air  to 
be  injected  into  his  bloodstream. 
-David  M.  Barnert,  M.D. 
Albany,  N.T. 

Overstatement 

Sir:  Deals  involving  closely  held  firms 
certainly  will  be  able  to  take  advantage 
of  the  new  rules  on  intangibles.  "Bad 
news  for  business  sellers"  (Sept.  27) 
overstates  the  negatives  surrounding 
the  new  rules  on  noncompetition 
agreements. 

True,  the  value  of  this  one  type  of 
intangible  may  have  been  diminished, 
but  not  every  closely  held  deal  in- 
volves a  noncompete,  and  amortiza- 
tion of  many  other  intangibles  (even 
goodwill)  is  now  possible  for  buyers 
of  closely  held  businesses,  without 
the  likelihood  of  costly  disputes  with 
the  IRS. 

-Robert  M.  Siwickj 
Vice  President 
Howard,  Lawson  &  Co. 
Philadelphia,  Pa. 

Wooden  embrace 

Sir:  Two  additional  points  about  tim- 
ber ("Go  hug  a  tree,"  Sept.  13):  Only 
timber,  of  all  assets,  offers  protection 
against  both  inflation  and  deflation. 
With  the  new  income  tax  rates,  tax- 
able investors  may  capture  additional 
value  as  a  result  of  capital  gains  treat- 
ment for  timber. 

Also,  85%  of  the  world's  timber 
production  of  3.4  billion  cubic  meters 
is  from  outside  the  U.S.,  and  1.9 
billion  cubic  meters  of  that  is  from 
tropical  forests.  Expected  returns  for 
tropical  forests  are  higher  than  they 
are  for  U.S.  timberlands  because  of 
the  lower  land  and  operating  costs, 
faster  growth  rates  and  higher  fin- 
ished product  prices. 
-George  H.  Mason 
Executive-in  -Residence 
Barney  School  of  Business 
&  Public  Administration 
University  of  Hartford 
West  Hartford,  Conn. 
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Number  of  people 
who  think  Central 
Park  is  actually 
shaped  like  an 
Absolut  Vodka 
bottle:  19,842. 
□  Chances  an 
Absolute  Vodka 
drinker  has  been 
to  college:  3  in  4. 
Chances  that  an  Absolut  drinker 
would  notice  the  misspelling  in  the  previous 
sentence:  1  in  10.  □  Number  of  jelly  beans 
needed  to  fill  an  Absolut  bottle:  222.  Number  of  ex- 
presidents  who  have  tried  this:  1.  □  Number  of  times 
Absolut  was  given  as  a  gift  to  a  boss  in  1992:  396,229. 
Number  of  promotions  to  vice  president,  1992:  396,229. 

□  Rank  of  Absolut  among  imported  vodkas:  1. 
Percentage  of  drinkers  who  drink  Absolut  for  this  reason 
only:  .0000002.  □  Number  of  bars  and  restaurants  in 
New  York  City  that  feature  Absolut:  1 1 ,000.  Number  that 
serve  water:  1 1 ,000.  □  Average  number  of  Absolut  bot- 
tles needed  to  fill  an  Olympic-size  swimming  pool: 
315,418.  Number  of  times  this  has  been  done:  0.  Are 
you  kidding?  Waste  fine  vodka?  □  Number  of  people 
who  have  been  inside  the  Absolut  Miami  building:  0. 
Number  of  people  who  have  been  swimming  in  the 
Absolut  LA  pool:  0.  Percentage  of  Americans  who  know 
the  reason  why:  2.  □  Percentage  of  alcohol  advertising 
that  features  bikini-clad  women:  27.  Percentage  of 
Absolut  advertising  that  features  bikini-clad  anything:  0. 

□  Longest  solo  flight  (miles)  in  the  Absolut  hot  air  bal- 
loon: 2,345.  □  Amount  of  money  raised  by  Absolut 
Artists  Against  AIDS:  $750,000.  □  Number  of  homes  in 
Sweden  heated  with  energy  generated  from  the  Absolut 
purification  process:  10,000.  □  Distance  (km)  reached 
by  lining  up  world  supply  of  Absolut  bottles  around  the 
equator:  27,300,  or  once  around  the  United  States,  or 
14  times  around  Sweden.  □  Average  dress  size  used  in 
Absolut  fashion  show:  6.  □  Ratio  of  calories  in  1  oz. 
cheesecake  to  1  oz.  Absolut:  9  to  1.  □  Number  of  peo- 
ple who  can  identify  the  man  on  the  Absolut  bottle:  47. 
Number  who  aren't  Absolut  employees:  3.  □  Average 
number  of  words  in  an  Absolut  ad:  2.  Number  of  words 
in  Absolut  Trivia:  351.  □  Percentage  of  people  who 
read  all  the  words  in  an  Absolut  ad:  99.7.  Number 
of  people  who  have  read  all  of  this  ad:  You're  the  first. 


ABSOLUT  TRIVIA 

FOR  GIFT  DELIVERY  OF  ABSOLUT-  VODKA  (EXCEPT  WHERE  PROHIBITED  BY  LAW)  CALL  1-800-243-3787  PRODUCT  OF  SWEDEN  40  AND  50%  ALC/VOL 
(80  AND  100  PROOF).  100%  GRAIN  NEUTRAL  SPIRITS  ABSOLUT  COUNTRY  OF  SWEDEN  VODKA  &  LOGO,  ABSOLUT,  ABSOLUT  BOTTLE  DESIGN  AND  ABSOLUT 
CALLIGRAPHY  ARE  TRADEMARKS  OWNED  BY  V&S  VIN  &  SPRIT  AB  ©1993  V&S  VIN  &  SPRIT  AB  IMPORTED  BY  CARILLON  IMPORTERS,  LTD,  TEANECK,  NJ 


Introducing  The  Toyota 
Touch  Lease.  InTbdays  Economy 

Its  Perfect  Timing. 


There's 
never  been 
a  better 
time  to  lease  a  Toyota  than  now. 
Why?  You  ask.  Simple. 
It's  called  the  Toyota  Touch 
Lease.  It's  a  plan  designed  to  let  you 
lease  any  Toyota.  From  the  rugged 
4Runner  and  the  sophisticated 
Camry  to  our  tough,  dependable 
Trucks  and  the  all-new  totally 
redesigned  Celica.  And,  of  course, 
everything  in  between. 

Now  before  we  go  on,  let's  briefly 
touch  upon  how  a  lease  works. 

When  you  lease  a  vehicle,  you 
pay  for  the  difference  between  the 
initial  cost  of  the  vehicle  and  its 
projected  value  at  lease  end  (rather 
than  the  entire  cost  of  the  vehicle). 


In  other  words,  you're  only  pay- 
ing for  what  you  use.  It's  that  simple. 


leasing,  you'll  get  more  out  of  a 
Toyota.  Here's  why: 


oyota  Quality 


ow  Monthly 
Payments 


What  separates  the  Toyota  Touch 
Lease  from  all  other  lease  plans  is 
what's  built  into  every  Toyota. 
Attention  to  detail.  Every  member  of 
Toyota's  organization  is  committed 
to  giving  you  a  better  product.  It's 
what  we  call  Toyota  quality  And 
that's  where  it  all  begins. 


igh  Resale  Value 


Toyotas  have  been  known  to 
retain  more  value  than  most  com- 
petitive vehicles. 

Simply  put,  when  it  comes  to 


Because  of  Toyota's  high  resale 
value  there's  less  depreciation  which 
means  low  monthly  payments.  What 
this  does  for  you  is  a  variety  of 
things.  Like,  for  instance,  it  can  help 
you  get  the  options  you've  always 
wanted.  Or  perhaps,  it  can  make  that 
dream  car  a  reality 

The  Toyota  Touch  Lease.  It  may  just 
be  the  perfect  time  for  you  to  get  aToyot; 

For  more  information  on  the 
Toyota  Touch  Lease  Plan,  please  call 
1-800-GO-TOYOTA. 

®  TOYOTA 

"I  loi'e  what  you  do  for  me" 


Now¥)u  Can  Lease  Any  Toyota. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


IT  SAYS  SOMETHING 

about  the  capacity  of  government  to  manage  the  health  care  system  when  a  private 
publisher  has  had  the  Clinton  health  plan  in  bookstores  for  more  than  a  month, 
while  only  a  30-page  summary  is  available  from  the  Government  Printing  Office. 

REPUBLICANS  TAKE  NOTE 


In  1979  President  Jimmy  Carter  came  up  with  yet  another 
of  his  massive  government  programs  to  resolve  the  Wash- 
ington-made energy  crisis.  Its  chief  feature,  amidst  a  glut  of 
new  rules  and  regulations,  was  a  crash  effort  costing  over 
$100  billion  to  create  synthetic  substitutes  for  oil. 

The  Carter  energy  efforts  were  so  sweeping,  yet  so 
obviously  ineffectual,  that  they  created  a  counterforce 
that  helped  make  possible  Ronald  Reagan's  election  in 
1980.  It  helped  fuel  the  move  for  deregulation.  Ideas 


such  as  easing  or  yanking  the  yoke  off  trucks,  railroads 
and  banks  became  respectable. 

The  synfuels  debacle,  which  wasted  billions  of  dollars 
and  produced  not  a  drop  of  nonoil  oil,  immunized 
Washington  against  similar  semi-socialist/fascist  industri- 
al policies  for  almost  a  generation. 

The  Clinton  health  plan  makes  the  synfuels  and  Carter 
energy  efforts  look  like  pikers.  Is  there  not  here  a  possibil- 
ity for  the  makings  of  a  similar  counteroffensive? 


POISON  POLITICS 

The  recent  indictment  of  Senator  Kay  Bailey  Hutchi-    which  are  false 
son  (R-Tex.)  is  sad  evidence  that  the  coarsening  of  Amer- 
ican political  life  continues.  Since  Watergate,  political 
battles  have  become  more  personal,  vicious,  destructive. 

During  the  Reagan  and  Bush  Administrations  the  prac- 
tice of  thoroughly  trashing  the  personal  reputations  of 
political  opponents  became  acceptable.  The  most  egre- 
gious example  was  Clarence  Thomas.  In- 
creasingly, policy  differences  were  treated  as 
criminal  offenses,  as  our  own  chairman, 
Caspar  Weinberger,  can  testify.  Special  Pros- 
ecutorial abuse  proliferated.  With  unlimited 
budgets  and  little  or  no  accountability,  these 
latter-day  Torquemadas  routinely  tied  vic- 
tims to  the  financial  rack  in  order  to  extract 
confessions  and  plea  bargains.  Former  Labor 
Secretary  Ray  Donovan,  for  instance,  had  to 
spend  years  and  millions  of  dollars  defending 
himself  against  spurious  charges  that  were 
ultimately  dismissed  as  totally  baseless.  It  was 
a  bitter  vindication;  as  the  man  observed, 
"Which  office  do  I  go  to  to  get  my  reputation  back?" 

This  lawless,  no-bounds  attitude  has  spread  to  targeting 
people  outside  politics.  Thousands  of  honest  savings  &  loan 
directors  have  been  unjustly  hounded  and,  in  many  cases, 
financially  mined  by  irresponsible  federal  prosecutors. 
The  Hutchison  case  demonstrates  that  this  toxic  politics 


Hutchison:  Will  foes  un- 
fairly wreck  her  reputation? 


would  be  ludicrous  even  if  true;  e.g., 
Hutchison,  while  Texas  State  Treasurer,  used  "state  em- 
ployees for  nongovernmental  activities  that  ranged  from 
coordinating  her  political  schedule  to  planning  her  Christ- 
mas vacation  in  Colorado  to  writing  thank-you  notes." 

It  will  surprise  no  one  acquainted  with  Texas'  some- 
times-Third-World judiciary  that  other  state  officials, 
including  the  Governor  herself,  have  blatant- 
ly used  their  offices  for  personal  or  political 
purposes,  and  they  go  unindicted.  Or  that  the 
judge  in  this  case  is  a  crony  of  the  prosecuting 
district  attorney.  Or  that  the  grand  jury  was 
made  up  of  Democrats  with  nary  a  Republi- 
can. Or  that  the  only  politicos  the  district 
attorney  has  ever  gone  after  have  been  those 
who  didn't  share  his  political  philosophy  or 
opposed  his  patron,  the  Governor. 

The  fact  is  that  Mrs.  Hutchison  went  out 
of  her  way  to  scrupulously  separate  her  offi- 
cial duties  from  her  other  activities.  If  an 
employee  ever  did  political  or  personal  work 
during  state  office  hours,  he  had  to  make  up  that  time. 

Like  Ray  Donovan,  Mrs.  Hutchison  will  eventuallv 
triumph  in  the  courts.  But  how  much  her  reputation,  not 
to  mention  her  political  career,  suffers  remains  to  be  seen. 

At  a  time  when  numerous  other  countries  are  strug- 
gling to  move  toward  representative  government,  it  is  sad 


has  seeped  beyond  the  Beltway.  The  charges  against  her,     to  see  American  political  life  degenerate  to  such  depths. 
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INDIFFERENCE  CAN  HAVE  MURDEROUS  CONSEQUENCES 


Seventy-hvk  years  ago  "the  war  to  end  all  wars"  ended. 
The  conflict  nearly  did  to  Western  civilization  what  a 
meteorite  supposedly  did  65  million  years  ago  to  dinosaurs. 

People  had  assumed  that  the  20th  century  would  usher 
in  a  fabulous  age  of  material  abundance  and  a  steady 
expansion  of"  democracy  and  the  rule  of  law.  After  all,  the 

previous  century  had  witnessed  the   ' 

most  extraordinary,  widespread  surge 
of  living  standards  ever  recorded. 
Even  autocratic  Russia  was  lumbering 
toward  a  constitutional  monarchy. 

But  the  Great  War  (as  it  was  called 
then)  quickly  took  on  a  dimension  in 
blood,  treasure  and  duration  that 
shattered  those  rocklike  beliefs  in 
steady,  inevitable  human  progress. 
How  could  a  worthy  civilization  let 
such  a  catastrophe  happen?  A  ghastly 
loss  of  life  for  seemingly  so  little  pur- 
pose undermined  faith  in  Western  institutions,  making 
possible  the  rise  of  communism  in  Russia,  fascism  in  Italy 
and  Nazism  in  Germany.  These  totalitarian  ideologies 
gave  us  horrors  on  a  scale  hitherto  utterly  inconceivable 
in  the  prewar  period. 


The  cheering  was  short-lived. 


semblance  of  a  benign  order  could  be  reestablished.  The 
1924  Dawes  Plan  enabled  Germany  to  get  back  on  its  feet 
economically,  giving  its  nearly  dead  democracy  a  second 
life.  The  1-925  Locarno  Pact  seemed  to  establish  perma 
nent  peace  between  Germany,  France,  Britain  and  Italy. 
But  political  leaders  failed  again.  They  did  not  grasp  the 
unique  role  Britain  had  played  in  the 
19th  century  in  establishing  anq 
maintaining  a  stable,  open  interna 
tional  monetary  and  trading  system 
The  U.S.  went  into  one  of  its  periodic 
fits  of  protectionism.  But  the  conse- 
quences this  time  were  infinitelj 
more  lethal:  The  Smoot-Hawley  Tar- 
iff triggered  the  Great  Depression. 

After  WWII  the  U.S.  lived  up  to  its 
global  responsibilities.  We  estab- 
lished institutions  that  promoted 
monetary  stability  and  the  growth  of 
trade.  We  created  NATO,  which  preserved  the  peace  in 
Europe — at  least  in  a  way  that  the  old  League  of  Nations 
never  could  and  the  United  Nations  never  will. 

Alas,  the  Clinton  Administration  seems  adamant  for 
the  kind  of  post-WWI  foreign-policy  drift  that  made 


For  a  brief  w  hile  in  the  1920s  it  looked  as  if  some    possible  the  Second  World  War. 

FDA'S  SNAKE  OIL  ATTACK  ON  VITAMINS 


The  Food  and  Drug  Administration  is  once  again 
waging  war  against  the  makers  of  vitamins  and  other 
dietary  supplements.  This  power-hungry  bureaucracy  has 
long  been  trying  to  get  these  manufacturers  on  its  regula- 
tory plate. 

A  few  years  ago,  for  example,  the  FDA  attempted  to 
classify  a  number  of  popular  vitamins  and  minerals  as 
drugs,  particularly  if  a  tablet  exceeded  150%  of  their 
recommended  dietary  allowance.  Thus  you  would  have 
had  to  obtain  a  doctor's  prescription  if  you  wanted  more 
than  90  milligrams  of  Vitamin  C  a  day. 

Now  the  FDA  is  using  the  Trojan  horse  of  truth-in- 
labeling  to  wrap  its  tentacles  around  "dietary  supple- 
ments." The  agency  wants  all  health  claims  for  food  and 
supplements  to  be  supported  by  "significant  scientific 
agreement."  Those  seemingly  innocuous  words  disguise 


the  fact  that  it  is  extremely  difficult  to  prove  unequivocal- 
ly that  Vitamin  C  alone  has  cold-fighting  attributes. 

The  FDA  claims  it  needs  more  power,  lest  people  be 
hoodwinked  into  gobbling  up  too  many  of  these  dietary 
supplements  for  their  own  good.  By  that  criterion,  the 
FDA  should  ban  Oreos,  hamburgers,  potato  chips,  candy 
bars,  etc.  Actually,  taken  in  sensible  doses,  most  vitamins 
help  prevent  disease.  The  Centers  for  Disease  Control, 
for  instance,  has  concluded  that  folic  acid  supplements 
can  deter  certain  birth  defects. 

Senator  Orrin  Hatch  (R-Utah)  and  Representative  Bill 
Richardson  (D-N.M.)  have  proposed  sound  legislation 
that  would  keep  the  FDA's  overreaching  bureaucracy  at 
bay  while  still  giving  the  agency  the  necessary  authority  to 
yank  truly  unsafe  products  off  the  market.  This  bill  is  the 
right  vehicle  to  halt  the  FDA's  antivitamin  vendetta. 


RESTAURANTS-GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  LesCelebrites— 155West58thSt.(Tel:484-5113). 
Food  as  beautifully  served  as  it  is  delicious.  Paneled  and 
mirrored  room  is  handsomely  lit,  and  the  paintings  by 
various  stars  are  good  fun.  Perfection  does  not  come 
cheaply,  however,  and  Clinton's  tax  increases  may  make 
those  who  can  afford  to  go  think  twice  before  doing  so. 

Park  Avenue  Cafe— 100  East  63rd  St.  (Tel:  644- 
1900).  Food,  albeit  elaborate,  is  mediocre. 

•  Vong— 200  East  54th  St.  (Tel:  486-9592).  An 
Eastern  fantasy  of  gilded  ceilings,  indirect  lighting  and 
well-placed  tables.  Walls  have  been  sponge-painted  the 
color  of  candlelight  and  the  flatware  is  exquisite,  a  beauti- 
ful complement  to  the  striking  place  settings.  All  of  this 
seduces  you,  prepares  you  for  a  feast.  The  preparation  is 


not  in  vain.  Reservations  must  be  made  about  two  weeks 
in  advance. 

•  Felidia— 243  East  58th  St.  (Tel:  758-1479).  Shat- 
teringly  noisy;  staff  harried  to  the  point  of  rudeness;  and 
the  food,  not  quite  ordinary. 

Vittorio— 308  Bleecker  St.  (Tel:  463-0730).  Idea 
of  highlighting  the  cooking  of  a  different  Italian  region 
every  few  weeks  and  maintaining  a  standard  menu  at  the 
same  time  is  creating  and  compelling.  However,  Vittorio 
is  not  yet  up  to  the  idea.  Italian  restaurants  that  don't 
have  this  geographic  gimmick  produce  far  better  fare. 

•  Zarela— 953  Second  Ave.,  near  50th  St.  (Tel:  644- 
6740).  One  of  the  best  Mexican  restaurants  around.  But 
hew  are:  Fverything-a-la-carte  prices  are  steep  for  fiestas. WM 
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One  Of  The  World's  Longest  Airlines  Wonted  To  Increase  The  Productivity  Of  Their  Soles  Forte. 


today's  competitive  air  wars,  a  more  productive  ground  force  can  help  an  airline  stay 

airborne.  So,  when  one  of  our  clients,  a  major  airline,  wanted  to  increase  the  productivity  of  their 

sales  reps  across  the  country,  cellular  service  was  a  natural. 

Tlie  challenge  was  how  to  coordinate  the  service  for  their  reps  in  110  different  offices 

nationwide  without  giving  our  client  a  major  administrative 

lfl  WP  nPSnPn  TllPITI  flfiPfl  headache.  We  worked  out  a  way  l<>  provide  them  the  cellular 

f  II        H  service  they  need — with  just  one  hill  and  one  point  of 

juliie  ilCfc  ItUlilr  i  contact.  Plus  a  convenient  monthly  management  report. 

Tlie  airline  selected  BellSouth  because  we're  a  lot 

more  than  one  company.  We  re  a  family  of  communications  companies.  From  paging,  cellular  and 

information  services  to  sophisticated  telecommunications  networks,  we  have  the  depth  of  resources 

required  to  meet  your  communications  challenges  today.  And  tomorrow. 

That's  why  there's  one  airline  that  no  longer  thinks 

runways  are  the  only  place  for  its  business  to  take  off.  . 

j  t  j~i      .    f  .  n  Telecommunications 

Interstates  can  be  pretty  good,  too.  tor  information,  call  , 

n  He*       1  •  7  onr\  ~^>A  r>CT  t  Information  Services 

your  BellSouth  representative  or  1-oUU-1 JO-BELL.  ,  , 

Mobile  Communications 

Advertising  Services 
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BELLSOUTH' 


Everything  \bu  Expect  From  A  Leader 


You  just  saved  a  hundle  on  PCs. 
Now,  who's  gfoingf  to  save  you  from  the 
people  who  have  to  use  them? 


ow  price  alone  doesn't  equal  value.  A  PC  that  can't  do  what  you  need 


is  a  PC  you  just  can't  afford.  Fortunately  AST's  Bravo  family  now  includes 


everything  from  notebooks  to  minitowers.  All  packed  with  features  and  power. 
Consider  the  low-profile  Bravo  LP,  a  powerful  yet  energy- efficient  desktop  with 
EPA  EnergyStar  approval.  Also  EPA-approved  is  the  Bravo  MX  an  upgradable, 
enormously  expandable  minitower.  To  get  excellent  Windows  performance  at  a 

low  price,  check  out  the  Bravo  LC  with  local  bus 
graphics.  And  the  Bravo  NB  gives 
you  a  powerful,  advanced  note- 
book you  can  actually  afford.  So  before  you  choose,  call  us  at  800-876-4AST  Your 
controller  will  like  the  price.  Everyone  else  will  like  the  computers. 

AST  COmPUTER 

The  Product  Of  Our  Obsession. 

©1993  AST  Research,  Inc.  All  r;glit<  reserved.  AST,  AST  logo  are  registered  trademarks  oj  AST  Research,  Inc.  The  Intel  Inside  logo  is  a  registered  trademark,  and  Pentium  and  OverDrive  art 


BRAVO  FAMILY 


DESKTOPS  AND 
MINITOWER 

Local  bus  graphics.  Up  to  256KB 
cache.  Maximum  64MB  RAM. 
Technical  support  24  hours  a  day, 

seven  days  a  week.  One-year 
on-site,  two-year  carry-in  coverage 
for  hard-drive  models* 


BRAVO  LP 

Low-profile  chassis.  EnergyStar 
certified.  Two  ISA  slots,  three  drive 
bays.  Intel  486SX/25,  486DX/33 
or  486DX2/66  microprocessor; 
upgradable  to  Pentium"  OverDrive." 
Starting  at  under  $1000." 


BRAVO  MT 

Minitower  chassis.  Six  ISA  slots, 
six  drive  bays.  Intel  486DX/33  or 

486DX2/66  microprocessor; 
upgradable  to  Pentium  OverDrive. 
200-watt  power  supply. 
Starting  at  $1300" 


BRAVO  LC 

Midsize  chassis.  Five  drive  bays, 
four  16-bit  ISA  slots.  Intel  486SX/2S, 
486SX/33,  486DX/33,  486DX2/50 

or  486DX2/66  microprocessor; 
upgradable  to  Pentium  OverDrive 
Starting  at  $900." 


BRAVO  NB 

Notebook  with  Intel  486SX/25 
microprocessor  and  integrated 
trackball.  9.5"  monochrome,  dual-scan 

color  or  TFT  color  display.  One 
PCMCIA  Type  III  slot.  20MB  RAM. 
One-year  carry-in  warranty. 
Starting  at  $1699." 


Call  for  more  information. 

800-876-4AST 


in 


itel 


0j 


ration.  All  other  trademarks  are  the  property  of  their  respective  owners.  "Three-year  carry-in  warranty  for  non-hard-drive  models  "Estimated  U.S.  sales  price.  Reseller  pricing  will  vary. 


Other  Comments 


Some  Reinvention! 

According  to  an  internal  memo 
from  the  Government  Printing  Of- 
fice, printing  costs  for  Vice  President 
Al  Gore's  report  on  saving  money  in 
government  were  three  times  greater 
than  those  for  most  other  federal 
documents.  Using  glossy  paper  and 
three  colors  of  ink,  the  booklet  cost 
$168,915,  while  printing  it  on  un- 
coated  paper  in  black  and  white 
would  have  cost  just  $54,091. 
-Time 

Health  Hazard 

Other  people  w  ant  the  power  to  de- 
termine when  and  by  w  hat  means 
oilier  people  extend  their  lives.  This 
includes  power  seekers  within  gov- 
ernment and  in  the  medical  profes- 
sion. For  example,  the  Food  and 
Drug  Administration  (FDA)  and  the 
Congress  have  been  retarding  some 
applications  of  life  extension  re- 
search by  greatly  hindering  the  in- 
troduction of  new  drugs  into  the 
marketplace.  The  FDA  and  the  FTC 
(Federal  Trade  Commission)  have 
prevented  vitamin,  nutrient,  and 
pharmaceutical  manufacturers  from 
making  scientifically  valid  health 
claims  for  their  products. 
-Durk  Pearson  and  Sandy  Shaw, 
Life  Extension 

Monkey  on  His  Back 

Everywhere  he  went,  Tom  Kornas 
would  hand  out  free  plastic  cups  with 
|  his  cartoon  monkey]  Moe's  likeness 
imprinted  on  them.  Kornas  hoped 
that  some  rich  person  or  corporation 
would  embrace  Moe  and  help  license 
the  critter.  Then  Kornas  would  form 
a  non-profit  foundation  and  use  Moe 
as  an  educational  tool  for  a  national 
driver's  education  program. 

The  dream  was  that  Moe  would 
catch  on  and  be  bigger  than  Barney — 
a  monkey  with  a  message,  similar  to 
MeGruff  the  Crime  Dog  or  Smokey 
the  Bear.  And  Kornas  would  become 
wealthy  and  help  others  in  the  process. 

But  Moe  has  fallen  on  deaf  ears 
and  Kornas  is  about  to  fall  on  hard 
times.  "I've  plumb  run  out  of  mon- 


ey. In  f  act,  I  had  my  gas  shut  off  two 
days  ago  and  had  to  sell  the  dish- 
washer to  pay  the  bill,"  he  said. 

But  despite  his  problems,  Kornas 
has  not  given  up.  Since  the  U.S.  has 
been  slow  to  grasp  Moe,  he  has  gone 
international.  Kornas  expects  one  of 
his  efforts  to  work.  "We  plan  to  move 
wherever  we  have  to,  whether  it's 
Malta  or  the  U.K.,"  Kornas  said.  "The 
key  is  to  keep  focused  on  what  we  do. 
It's  going  to  take  off  in  one  country 
and  when  it  does,  it's  going  to  fly." 

Whenever  that  is,  I  hope  it's  soon. 
You  hate  to  see  a  guy's  dream  die. 
-Deborah  Winston, 
The  (Cleveland)  Plain  Dealer 

Turning  a  Blind  Eye 

Because  the  deficit  grew  rapidly  dur- 
ing the  Reagan  years,  Mr.  Clinton  has 
been  convincing  the  American  people 
that  the  Reagan  plan  of  tax  reduction 
plus  the  removal  of  tax  loopholes  did 
not  work.  Look  at  how  the  economy 
grew  during  the  Reagan  years: 

We  had  93  months  of  consecutive 
economic  growth;  low  inflation;  de- 
clining interest  rates;  exports  [which] 
nearly  doubled;  a  one-third  increase 
in  our  Gross  Domestic  Product;  the 


creation  of  an  incredible  19  million 
new  jobs  [and]  four  million  new  busi- 
nesses. The  growth  of  the  U.S.  econo- 
my from  1982  to  1989  was  equal  to 
the  entire  GDP  of  West  Germany. 

Based  on  these  facts,  the  Reagan 
plan  worked.  Now  Clinton  focuses  on 
the  debt  and  deficit  as  if  these  negate 
the  previous  list  of  accomplishments. 

The  Reagan  tax-reduction  plan 
worked  exceedingly  well,  which  Mr. 
Clinton  does  not  understand  or  does 
not  want  Americans  to  understand. 
-Robert  Previdi, 
Economic  Times  of  Long  Island 


Only  now  have  I  finally  real- 
ized that  my  life  has  been  an 
unending  field  trip.  And  I  have 
tried  hard  not  to  be  a  tourist. 

-Robert  Fulghum, 
Maybe  (Maybe  Not) 

Smells  Afoul 

A  heavy  dose  of  imported  garlic  has 
set  off  an  international  dispute. 

Spain  and  France  feel  threatened 
by  a  surge  in  imports  of  Chinese 
garlic.  They  complained  to  the  Euro- 
pean Community,  which  agreed  to 
block  all  [garlic]  imports  from  China 
for  the  rest  of  the  year. 

The  EC  determined  that  Chinese 
shipments  more  than  quintupled  be- 
tween 1988  and  1992  and  already 
have  topped  last  year's  figure  so  far  in 
1993.  This  has  dragged  down  prices 
and  hurt  European  production. 

Garlic  joins  a  long  list  of  products 
for  which  Europeans  have  sought 
protection.  But  let  it  not  be  said  that 
the  EC  blindly  protects  its  vegeta- 
bles: It  did  turn  down  a  Spanish  re- 
quest  for  cucumber  barriers. 
-Dana  Milbank,  Wall  Street  Journal 

Artist's  Perspective 

Ie  a  painting  cannot  easily  be  hung 
over  a  sofa  it  is  obviously  a  painting 
painted  by  a  painter  who  got  too  big 
for  his  brushes. 
-Fran  Lebowitz, 
Metropolitan  Life  HK 
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Bombay®  Sapphi 


U  R 


SOME 

re  "  Gin.  47%  alc/vol  (94  Proof)  ! 


00%  grain  neutral  spirits 


P     R     I  c 

91993  Carillon  1   •  — 


E     L     E  S 


3  S. 


Now  Lease  Any  New  Lincoln 
For  The  Same  Low  Price. 

Lincoln's  two-year  luxury  lease  makes  driving  a  luxury 
car  surprisingly  affordable.  And  current  Lincoln, 
Mercury  and  Merkur  owners  can  save  even  more 
through  Lincoln-Mercury's  Owner  Loyalty  Program. 
Each  owner  is  eligible  for  a  $1,000  discount  on  the  lease 
or  purchase  of  a  new  1994  Lincoln  automobile*  For  more 
information  on  Lincoln  automobiles  and  leasing,  call 
1  800  255-5433- 


PER  MONTH,  24  MO 


Refundable  security  deposit 

Down  payment  

First  month's  payment  

Cash  due  at  lease  inception 


TbwnCar 

•  Remarkably  quiet  ride 

•  4.6-liter  v-8  engine 

•  Dual  air  bags" 

•  Sequential  multi-port  elec 
tronic  fuel  injection 

•  Four-wheel  disc  anti-lock  brakes 

•  Six-way  power  driver  and  passenger  seats 

•  Remote  illuminated  keyless  entry  system 

•  CFC-free  electronic  automatic  climate  control 

•  Four-wheel  independent  suspension  with  rear 
air  springs 


•Ji.ooo  cash  back  to  owners  of  a  Lincoln-Mercury  product  p 
prior  to  9/9/93  who  take  new  retail  delivery  of  a  '93  or  '94 
from  dealer  stock  by  u/2/93.  See  dealer  for  details.  "Drivei 
front  passenger  Supplemental  Restraint  System.  Always  we 
safety  belt.  'Lease  payment  based  on  average  capitalired  co 
89.28%  MSRP  for  Mark  VIII,  89.24%  MSRP  for  Continental  and  90.0%  MSR1 
Town  Car  for  24-month  closed-end  Ford  Credit  Red  Carpet  leases.  Som« 


J 


ail 


$499 

PER  MONTH,  24  MONTHS' 


Refundable  security  deposit  ^00 

Down  payment  '1,200 

First  month's  payment  '499 

Cash  due  at  lease  inception  ...'2,199" 


ntinental 

liter  v-6  engine 
1  'uential  multi-port 

,1  i  c     ,  •  • 

-fl:tronic  tuel  injection 
i\  air  bags" 

■way  power  driver's  seat 
r-wheel  disc  anti-lock  brakes 
I-free  electronic  automatic  climate  control 
nputer-controlled  adaptive  air  suspension  with 
1-leveling  and  dual  damping  ride  control 
ed-sensitive,  variable-assist  power  rack-and-pinion 
ring 


some  lower.  See  dealer  for  payment  and  terms.  For  special  lease  terms, 
w  retail  delivery  from  dealer  stock  by  1/10/94.  Lessee  may  have  option  to 
lide  at  lease  end  at  a  price  negotiated  with  the  dealer  at  signing.  Lessee 
msible  for  excess  wear/tear  and  $.11  per  mile  over  }0,ooo  miles.  Credit 
1/insurability  determined  by  Ford  Credit.  Total  of  monthly  payments  for 
III  is  $11,976,  for  Continental  $11,976  and  for  Town  Car  $11,976. 
;s  tax,  title  and  other  fees. 


$499 

PER  MONTH,  24  MONTHS' 


Refundable  security  deposit  *500 

Down  payment  '2*00 

First  month's  payment  '499 

Cash  due  at  lease  inception. ..'2,999" 


MarkVIH 

•  4.6-liter  32-valve  v-8  engine 

•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  Autoglide  front  seats 

•  Anti-theft  alarm 

•  Dual  air  bags" 

•  Four-wheel  disc  anti-lock  brakes 

•  CFC-free  electronic  automatic  climate  control 

•  Six-way  power  driver  and  passenger  seats  with  power 
recliner  and  lumbar  support 

•  Electronic  four-speed  automatic  overdrive  transmission 


LINCOLN 

W  hat    A    Luxury    Car    Should  Be 


At  The  Travelers  we  realize 
the  contribution  your  company's 
employees  make.  This  is  why  we 
help  our  customers  reduce  loss 
costs  by  focusing  on  the  human 
side. 

Through  our  innovative  pro- 
gram of  injury  prevention,  we 
work  with  you  to  cut  down  on 
claims  and  costs  by  keeping  your 
employees  healthy  and  on  the  job 
For  one  customer  this  helped  cut 
accidents  by  50%  —  and  saved 
$1.5  million  in  the  process. 

We  also  place  an  emphasis  on 
getting  your  people  back  to  work 
quickly  —  accelerating  claim 
response  time  while  managing  the 
quality  and  cost  of  medical  care. 

Our  commitment  to  reduc- 
ing loss  cost  is  just  one  of  the 
reasons  we  maintain  a  consistent 
95%  retention  rate  among  our 
large  commercial  accounts. 


Even  though  we've  helped  save  American  business  over 
$300  million,  we  know  that  most  accidents  cost  more  than  money. 


)  1993  The  Travelers  Insurance  Company  and  its  Affiliates,  Hartford.  CT  06183 


All  backed  by  129  years  of 
experience  and  the  understanding 
that  when  it  comes  to  your 
company's  employees,  any 
accident  is  one  too  many. 


TheTravelersj 
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Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


POLITICAL  COURAGE  AT  THE  PENTAGON 

We  are  ALWAYS  ready  to  salute  an  act  of  political  courage,  great  worth  and  the  nonsense  of  continued  attempts  to 
Recently,  Secretary  of  Defense  Les  Aspin  was  faced  with  a    weaken  the  Navy  because  some  officers  two  years  ago 


deliberately  leaked  recommendation  from 
the  new  Secretary  of  the  Navy,  John  H. 
Dalton,  that  Admiral  Frank  B.  ICelso  II, 
Chief  of  Naval  Operations,  be  fired  because 
of  the  misbehavior  of  a  few  officers — mostly 
male,  but  some  female — at  the  Tailhook 
Association  convention  two  years  ago. 

To  be  frank,  the  only  way  such  a  recom- 
mendation can  be  explained  (it  cannot  be 
justified )  is  that  Secretary  Dalton  was  seek- 
ing to  curry  favor  with  some  of  the  far-out 
members  of  the  more  extreme  feminist  lob- 
pies.  Secretaiy  Aspin  had  the  political  cour- 
age, even  in  the  face  of  the  leaked — and  therefore  pub- 
ic— recommendation,  to  recognize  both  Admiral  Kelso's 


Admiral  Kelso:  Saved  by 
a  fair-minded  Aspin. 


behaved  very  badly  indeed.  The  investiga- 
tion has  been  going  on  for  two  years  with 
meager  results.  Nearly  half  the  case  files  were 
dismissed  because  of  lack  of  evidence  tying 
the  alleged  offenders  to  the  bad  behavior. 

In  any  event,  Secretary  Aspin's  action 
saved  us  the  extraordinarily  valuable  services 
of  one  of  our  finest  senior  Navy  officers.  It 
also  demonstrated  that,  at  least  in  Admiral 
Kelso's  case,  the  Navy  Secretary's  political 
grandstanding  was  of  no  avail. 

Unfortunately,  within  a  few  days  Secretary 
Dalton,  with  Aspin's  concurrence,  was  at- 
tacking three  other  admirals,  apparently  because  the  po- 
litical situation  required  some  scapegoats. 


HEALTH  CARE:  NEW  BUREAUCRACIES,  NEW  COSTS 


It  is  difficult  to  comment  on  the  health  care  plans  of 
||:he  Administration  because  the  proposals  seem  to  be 
changing  with  each  congressional  hearing.  The  more 
difficult,  penetrating  questions  are  met  with  the  answer 
:hat  this  particular  problem  has  not  been  worked  out  or 
hat  cost  estimates  will  be  forthcoming,  etc.,  etc. 

It  is  possible,  however,  to  see  in  the  broad,  general 
outlines  that  have  accompanied  the  euphoric  presenta- 
ions  made  to  Congress  thus  far  some  very  major  risks  of 
'hich  the  public  urgently  needs  to  be  made  aware: 
ether  or  not  it  is  an  intended  result,  the  President's 
lan  requires  the  creation  of  an  enormous  new  govern- 
lent  bureaucracy.  Part  of  this  will  be  the  staff  needed  to 
upport  the  proposed  National  Health  Board,  which  is 
he  body  designed  to  oversee  the  whole  process  by  which 
most  of  the  money  now  spent  privately  on  health  care  will 
joe  controlled  and  directed  by  the  government. 
I  A  second  enormous  increase  in  government  employees 
vill  be  the  network  set  up  to  organize  and  run  the  so- 
railed  regional  health  alliances.  The  plan  requires  each 
jtate  to  set  up  one  or  more  of  these  alliances  so  that 
mployers  and  employees  can  pay  taxes  (sorry,  "pre- 
niums")  to  the  alliance.  This  vast  flow  of  money  will  be 
sed  by  the  alliances  to  select  what  they  believe  are  the 
nost  competitive  health  plans.  Consumers  will  then  be- 
llowed to  choose  from  the  plans  offered  by  the  alliances 


(but  no  others).  Because  the  proposal  provides  that  an 
alliance  cannot  offer  any  plan  costing  20%  more  than  the 
average  price  of  all  the  plans  it  offers,  it  is  almost  certain 
that  plans  with  any  real  additional  benefits  above  the 
government  minimum  cannot  be  offered  or  purchased. 

This  is  deliberate  because  the  planners  are  strongly 
opposed  to  fee-for-service  plans  under  which  you  can  pay 
a  doctor  or  other  health  care  provider  for  the  service  you 
receive.  As  Elizabeth  McCaughey  of  the  Manhattan  Insti- 
tute points  out  in  the  Wall  Street  Journal,  "A  primary  goal 
of  the  Clinton  plan  is  to  eliminate  a  two-tier  health  care 
system,  where  people  who  can  pay  more  for  medical  care 
will  receive  more."  On  the  contrary,  "the  plan  mandates 
'care  based  only  on  differences  of  need.'  "  Thus,  while  it  is 
hotly  denied  by  the  Clinton  spokespersons,  annual  ceil- 
ings on  what  can  be  spent  for  health  care  overall  plus  the 
20%  rule  will  make  it  "virtually  impossible  for  some 
alliances  to  offer  choose-your-own-doctor  health  insur- 
ance." The  public  has  also  not  yet  been  told  that  a  health 
alliance  will  be  able  to  exclude  all  fee-for-service  plans  if 
the  National  Health  Board  agrees. 

The  fine  print  here  is  239  pages  long,  and  in  the 
coming  weeks  we  will  examine  some  of  the  other  small- 
type  provisions.  Meanwhile,  the  items  pointed  out  here 
are  more  than  enough  to  worry  about  should  they  ever 
see  the  light  of  congressional  enactment.  BB 
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If  you're  looking  for  the 
most  cost-efficient  jet, 
look  a  little  higher. 


That's  where  you'll  find  the  Learjet  31  A.  High  above  the  weather  and  congestion  of  slower  aircraft,  the 
Learjet  31A  slices  through  the  smooth  air  of  the  troposphere  with  an  efficiency  never  before  realized  in  a 
corporate  jet.  An  aircraft  which,  at  any  altitude,  dispels  the  notion  that  you  must  choose  between  performance 
and  economy.  And  proves  you  can  enjoy  the  lowest  operating  cost  per  mile  without  lowering  your  standards. 

Look  to  the  Learjet  31A.  The  shortfield  leader.  A  cost-efficient  wonder. 
A  high-altitude  performer  that  is  above  the  fray  and  beyond  compare. 

For  a  profile  of  this  exceptional  jet,  call  Ted  Farid,  Vice  President 
Marketing  and  Sales,  at  (316) 946-2450  ext.  263,  or  Fax  (316) 946-3235.       Nothing  else  comes  close. 


BOMBARDIER 


Learjet 


©1993  l  earjet  Inc. 


WHAI  S  AHtAD  run  BUSINESS 

EDITED  BY  HOWARD  BANKS 

America's  new  trading  partners 


Latin  America 
now  takes 
$76  billion 
of  U.S.  exports, 
up  150%  since 
1985,  and  Asia 
over  $93  billion 
of  U.S.  exports, 
up  155%. 


A  sizable  SHIFT  in  U.S.  trading  patterns  has 
been  overshadowed  by  depressing  overall  statis- 
tics on  merchandise  goods  trade.  As  expected, 
the  U.S.'  deficit  in  goods  trade  has  widened 
steadily  from  around  $67  billion  in  1991  to 
over  $125  billion  (at  an  annual  rate)  for  the  first 
half  of  this  year.  The  reason:  Europe  and  Japan 
are  in  recession  and  the  U.S.  is  growing,  albeit 
sluggishly.  They  are  buying  less  of  our  goods, 
but  we  are  still  consuming  more  of  theirs. 

But  while  our  trade  accounts  with  the  Japa- 
nese and  Europeans  have  deteriorated,  they've 
strengthened  with  the  newly  industrializing 

Trade  swings  to  the  "new"  world 

Percentage  of  U.S.  merchandise  exports 
42% 


'85     '86  '87 

'First  six  months,  annualized. 


'89     '90      '91     '92  '93* 

Source:  Survey  ol  Current  Business 


countries.  The  U.S.  still  runs  a  deficit  in  mer- 
chandise goods  with  these  smaller  countries, 
but  the  deficit  has  been  shrinking.  And  in  1992, 
for  the  first  time,  Latin  America  and  Asia  (less 
Japan  and  China)  collectively  became  a  larger 
market  for  U.S.  exports  than  Western  Europe 
and  Japan  combined  (see  chart). 

The  trend  has  continued  this  year.  Based  on 
data  for  the  first  six  months  of  1993,  Western 
Europe  and  Japan  took  an  annualized  $160 
billion  of  U.S.  goods,  while  Latin  America  and 
Asia  took  nearly  $170  billion.  Add  in  the  less 
developed  countries,  mostly  in  Africa,  and  the 
nonindustrialized  countries  now  take  over 
40%  of  U.S.  exports. 

There's  an  even  more  important  trend  at 
work  here.  The  U.S.'  trade  with  the  industrial- 
ized world  is  still  on  an  upward  trend,  but  a 
cyclical  and  not  very  steep  one.  The  Internation- 
al Monetary  Fund  calculates  that  industrial 
country  imports  increased  by  an  average  of  3.5% 
a  year  for  the  last  three  years.  The  developing 
countries'  imports,  by  contrast,  grew  by  an  aver- 
age of  nearly  9%. 

This  shift  in  trading  patterns  has  strength- 
ened the  hands  of  the  free-traders  within  the 
Clinton  Administration.  The  White  House  is 
worried  about  high  unemployment;  trade  seems 
to  be  the  one  activity  that  might  create  some 
new  jobs. 


Next  on  the  agenda:  Euro-bashing? 


The  clearest  indication  of  this  change  of 
direction  will  be  seen  in  mid-November,  when 
the  Clinton  Administration  hosts  the  other- 
wise obscure  Asia  Pacific  Economic  Confer- 
ence, to  be  held  in  Seattle,  Wash,  apec  is 
ostensibly  a  forum  where  government  ministers 
from  Pacific  Rim  countries  can  get  together  to 
talk  about  such  matters  as  economic  relations, 
job  creation.  And,  of  course,  trade. 

Coming  at  the  start  of  probably  the  most 
turbulent  period  in  world  trade  policy  since 
World  War  II,  the  APEC  meeting's  timing  is 
fortuitous.  Soon  after  it,  but  before  Thanksgiv- 
ing, the  White  House  hopes  to  get  a  positive 
vote  on  the  Nafta  treaty.  That  will  be  followed 
by  heated  final  negotiations  of  the  global  GATT 
trade  deal.  But  here  the  French  government 
threatens  to  block  final  agreement.  It's  sad  but 
true:  The  French  would  prefer  to  sacrifice  world 
trade  at  the  feet  of  a  few  thousand  French 
farmers. 

The  Clinton  Administration  will  use  the 
apec  meeting  in  Seattle  to  send  two  interrelated 
signals,  one  to  Europe  in  general  and  another 
to  the  French  in  particular.  Either  ratify  GATT, 


and  especially  the  agreement  to  limit  subsidies 
to  farm  trade,  or  the  U.S.  will  turn  its  back  on 
the  old  world  and  start  serious  work  on  a 
Nafta-esque  regional  trade  deal  in  the  Pacific 
Rim  countries.  This  would  tie  in  with  what's 
hoped  for  in  this  hemisphere — Nafta,  and  quite 
soon  its  extension  to  Latin  American  coun- 
tries, starting  with  Chile. 

Euro- bashing?  Not  really.  This  isn't  so 
much  an  anti-Europe  shift  as  it  is  the  U.S.  look- 
ing to  where  the  growth  is  in  trade.  "We  are 
not  turning  away  from  old  responsibilities  in 
Europe,"  U.S.  Trade  Representative  Mickey 
Kantor  wrote  recently.  "We  are  embracing  new 
responsibilities  and  engagements  in  Asia  and 
the  Americas." 

Before  all  this  can  have  any  effect  at  all,  there 
is  a  monster  hurdle  still  to  be  cleared.  It  is,  of 
course,  getting  Nafta  through  Congress.  If 
that  is  turned  down,  it  will  send  an  awful  signal 
around  the  world,  to  wit:  that  the  only  super- 
power— in  trade  as  much  as  militarily — is  turn- 
ing inward.  In  that  event,  the  U.S.  would  be 
lucky  indeed  to  break  out  of  our  current  an  of 
2%-a-year  growth.  Wk 
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There  are  some  bright  spots  to  this  weak  economy. 
Consumer  debt  rose  only  0.5%  in  August.  Seasonally 
adjusted  consumer  prices  held  steady  in  September,  and 
producer  prices  also  rose  a  scant  0.2%  in  September.  On 
the  other  hand,  wages  and  salaries  increased  at  a  robust 
0.9%  clip  in  August.  So  there's  real,  inflation-adjusted 
money  going  into  consumers'1  pockets.  That  could  well  be 
good  news  for  retailers  this  Christmas  season,  and  is 
perhaps  the  reason  many  specialty  retailers'  stocks  have 
been  strong  recently. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

6.4% 

Index  of  leading  indicators  Aug  vs  July 

Dept  of  Commerce 

1.0% 

Trade  balance  12  months  ended  Aug  1993 

Dept  of  Commerce 

-$107  bil 

All-commodity  producer  price  index  Sept  vs  Aug' 

Dept  of  Labor 

-0.1% 

GDP  2nd  quarter  vs  1  st — annualized  growth 

Dept  of  Commerce 

1.9% 

M2  (3-month  change) — annualized  growth1 

Federal  Reserve 

3.3% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  10/10/93. 2  Wholesale  goods.  1 1ncludes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 


Index  components 


Services    •   Total  index 


Inventories    •   New  orders 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


130 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


270 


210 


150 


Manufacturers'  new  orders  and  inventories 

($billions),  seasonally  adjusted  (Dept  of  Commerce) 


Industrial  production  index  (1987=100)  New  housing  starts  (thousands)  privately  owned,  Personal  income  ($billions)  wage  and  salary 

seasonally  adjusted  (Federal  Reserve)  unadjusted  (Dept  ol  Commerce)  disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


New  unemployment  claims  average  for  month  Retail  sales  ($billions),  Consumer  installment  credit  (Sbilhons)  total 

(thousands),  seasonally  adjusted  (Depl  of  Labor)  seasonally  adjusted  (Dept  of  Commerce)  seasonally  adjusted  (Federal  Reserve) 
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What  Kinds  Of  People  Wear  Our  Clothes? 


Hale  Irwin 
Three -Time  U.S.  Open  Champion 


Lee  Janzen 
1993  U.S.  Open  Champion 


CrossCreek' 

Pro  Collection 


©1 993  Cross  Creek  Apparel,  Inc.  A  Subsidiary  Of  Russell  Corporation 


THE  NEW  AJ        EASON  CONVERTIBLE.    It's  not  merely  a  car,  but  an  island  in  a  sea  of  gridlock.  Not  a 
commute,  but  a  sumptuous  escape  from  the  everyday.  Not  an  ordinary  convertible,  but  the  four-season,  four-persc 
BMW  325i  Convertible,  the  newest  addition  to  the  legendary  BMW  3-Series.  It's  a  place  where  rich  leathers  welcome  you 
a  powerful  six-cylinder  engine  propels  you,  and  a  triple-layer  insulated  top  protects  you  when  sunny  sk.es  turn  to  a  damp 
gray.  Because  safety  remans  the  cornerstone  of  BMWs  philosophy,  we've  engineered  the  325i  Convertible  to  include  dua 

•The  system  can  be  turned  off  by  the  driver  under  certain  conditions,  i.e.,  deep  snow,  gravel  or  when  snow-chains  are  used. 


baas  an  optional  rollover  protection  system  and  a  rigid  body  that 
etdy  meets  .be  1997  federal  s,de  ,mpao,  standards.  A„  Season 
^  wo?  arable  to  order  as  an  option,  is  tudber  proo,  tba,  tbe 
:  "w  325i  Convene  ,s  truly  designed  to  belp  you  take  a  vaoaaon 
noli  1  Rnn-334-4BMW  to  arrange  a  test  drive. 
5  days  a  year.  Call  1-buu 

a      ■  o  mr  The  BMW  trademark  and  logo  are  registered. 
993  BMW  of  North  America,  Inc.  I  he  bmvv 


THE  ULTIMATE  DRIVING 


ansa 


Manipulating 
the  multiple 


John  Malone, 
Raymond  Smith  and 
their  advisers 
devised  a  formula  for 
turning  a  stodgy 
utility  stock  into  a  28- 
times-earnings 
glamour  equity.  Who 
says  earnings 
dilution  is  bad? 


By  Robert  Lenzner 
with  Michael  Schuman 
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The  Bell  Atlantic/Tele-Communica- 
tions, Inc.  merger  wasn't  made  in 
heaven.  It  was  made  on  Wall  Street.  In 
the  annals  of  financial  wizardry,  the 
magic  event  of  the  early  1990s  may 
well  be  the  transformation  of  Bell 
Atlantic  common  shares  from  a  stuck- 
in-the-mud  yield  stock  selling  at  a 
single-digit  multiple  of  earnings  into  a 
growth  stock  selling  at  a  double-digit 
multiple  of  its  cash  flow. 

Without  this  financial  magic  the 
deal  could  never  have  been  proposed, 
for  Bell  Atlantic  shareholders  would 
have  screamed  bloody  murder.  If  the 
merger  goes  through,  Bell  Atlantic's 
reported  earnings  will  be  seriously 


ABOVE: 

Bell  Atlantic's 
Raymond  Smith 

TCI/Liberty  Media's 
John  C.  Malone 
A  financial 
wizard, 

Malone  turned 
a  $42  million 
investment 
in  Liberty  Media 
less  than  three 
years  ago  into 
a  fortune  worth 
$840  million  today. 


diluted.  Bell  will  issue  up  to  400 
million  new  shares  to  TCI  sharehold- 
ers. As  a  result,  Bell's  pro  forma  earn- 
ings next  year  will  probably  be  only 
$2.30  a  share  instead  of  the  $3.55 
expected  without  the  merger.  If  a 
technology  stock  faced  an  earnings 
decline  of  that  magnitude,  the  stock 
market  would  kill  it.  Yet  Bell  Atlantic 
stock  rose  almost  eight  points  after 
the  announcement,  adding  $3.3  bil- 
lion to  its  market  capitalization. 

Common  wisdom  has  it  that  dilu- 
tion hurts  a  stock's  price.  Why  was  it 
different  this  time?  Because  Bell  At- 
lantic convinced  its  investment  audi- 
ence that  with  the  merger  it  should  no 
longer  be  priced  like  a  tele- 
phone company.  It  should 
be  priced  like  a  cable  com- 
pany. Telephone  compa- 
nies sell  on  yield  and  on  a 
multiple  of  earnings.  Cable 
companies  sell  on  a  multi- 
ple of  cash  flow — and  cash 
flow  is  always  much  higher 
than  GAAP  earnings. 

So  the  Bell  Atlantic/ 
TCl/Liberty  Media  deal  is  a 
pact  to  make  over  the  iden- 
tity of  a  utility  whose  reve- 
nues were  growing  only  1% 
a  year.  Mix  a  big  hunk  of 
cable  hardware  with  a 
strong  potion  of  spicy  soft- 
ware and — presto — you 
have  a  vehicle  tailor-made 
for  every  growth  and  income  fund  in 
the  country.  Who  cares  that  TCI  loses 
money?  Who  cares  that  Bell  Atlantic 
must  book  $11  billion  in  goodwill 
and  write  it  off  against  earnings?  On 
Wall  Street,  perception  is  what 
counts,  and  the  new  perception  is  a  lot 
better  than  the  old  one. 

Bell  Atlantic  wasn't  willing  to  cut 
off  its  $2.68  dividend  to  its  longtime 
stockholders.  Salomon  Brothers,  Bell 
Atlantic's  investment  adviser,  figured 
how  to  deal  with  that.  TCI  sharehold- 
ers would  get  nondividend-paying 
Bell  Atlantic  stock,  meaning  the 
merged  company  could  avoid  cutting 
the  dividend  and  yet  save  about  $1 
billion  a  year  in  cash. 

It  was  a  neat  balancing  of  conflict 
ing  interests.  TCI  wanted  to  hold  on  to 
cash  to  finance  its  expansion.  Explains 
William  O.  Albertini,  Bell  Atlantic's 
chief  financial  officer:  "We  had  to 
convince  [TCI  Chief  Executive]  John 


Malone  we  were  willing  to  change  our 
ways  from  an  earnings-per-share  ap- 
proach and  show  him  a  willingness  to 
say  we  won't  play  the  dividend  and 
high-yield  game." 

So,  irony  of  ironies:  The  stock  mar- 
ket has  rewarded  Bell  Atlantic  for 
diluting  its  earnings.  At  recent  prices, 
Bell  Atlantic  will  sell  for  almost  30 
times  next  year's  earnings — assuming 
the  merger  goes  through.  Thus  it 
moves  from  a  below-market  multiple 
to  an  above-market  multiple. 

Financial  wizardry,  after  all,  is  the 
specialty  of  John  Malone,  the  driving 
force  behind  TCI  and  Liberty  Media. 

Take  the  way  Malone  turned  a  $42 
million  investment  in  Liberty  Media 
less  than  three  years  ago  into  a  fortune 
worth  $840  million  today.  In  March 
1991  he  traded  shares  of  TCI  for  vot- 
ing control  of  Liberty,  which  held  the 
bulk  of  the  cable  company's  program- 
ming assets. 

While  Liberty  Media  shares  have 
appreciated  about  20  times  over  the 
past  2V2  years,  the  stock  price  of  its 
sister  company,  TCI,  has  risen  in  value 
only  by  2V2  times.  By  thus  switching 
his  holdings,  Malone  made  a  huge 
profit. 

Under  the  terms  of  the  proposed 
merger,  Malone  must  put  TCI  and 
Liberty  back  together  again.  If  he  had 
simply  held  his  TCI  shares  rather  than 
taking  Liberty  shares,  Malone  would 
be  worth  maybe  $125  million,  not  the 
$1  billion  or  so  of  Bell  Atlantic  stock 
he  will  get. 

But  what  happens  if  the  deal 
doesn't  go  through?  It  is  sure  to  meet 
lots  of  opposition. 

To  begin  with,  John  Malone  has 
made  many  enemies.  One  of  the  most 
bitter  is  Sumner  Redstone  of  Viacom, 
and  Redstone  is  a  litigious  man. 

In  company  with  Viacom's  pro- 
posed merger  partner,  Paramount 
Communications'  Martin  Davis, 
Redstone  recently  visited  his  favorite 
Democratic  senators,  Howard  Metz- 
enbaum  and  Edward  Kennedy-  Red- 
stone and  Davis  also  looked  in  on  the 
Federal  Communications  Commis- 
sion, and  the  White  House,  where 
they  saw  Roy  Neel,  deputy  chief  of 
staff  to  the  President. 

Was  Redstone  seeking  to  poison 
the  well  for  Malone  and  Bell  Atlantic 
with  the  federal  government,  whose 
agencies  must  rule  on  the  merger? 
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Bell  Atlantic/TCI 


Viacom 
International's 
Sumner  Redstone 
Redstone  is 
litigious  and 
one  of  Malone's 
bitterest 
enemies,  and  is 
determined  to  get 
something  for 
himself. 


The  other 
big  winner 


On  papkr,  at  least,  Bob 
Magness,  69,  and  his  family 
of  Englewood,  Colo. 
(Forbes,  Oct.  18)  will  be 
even  bigger  winners  than 
John  Malone  if  the  Bell  At- 
lantic/Tci  merger  flies. 
The  Magnesses  own  4.6 
million  Class  A  shares  and 
27.4  million  Class  B  shares 
in  Tele-Communica- 
tions, Inc.  (assuming  all  op- 
tions are  exercised),  at 
market  prices  today  worth 
$1.15  billion.  Malone's 
TCI  shares  are  worth  about 
$71  million.  The  TCI 
shares  will  exchange  1-for- 
1  for  shares  in  a  new  hold- 
ing company  formed  by  the 
combination  of  Liberty 
Media  and  TCI  before  the 
Bell  Atlantic/TCI  merger 
takes  place. 

Both  parties  also  own 
shares  in  Liberty  Media. 
Magness  has  10  million 
Class  B  shares,  and  Malone 


26  million.  At  current 
prices,  these  stakes  are 
worth  $320  million  and 
$840  million,  respectively. 
In  the  TCl/Liberty  com- 
bine, Magness  will  have 
9.75  million  shares,  and 
Malone  25.35  million. 

Adding  this  all  up — 
and  assuming  subsequent 
events  don't  change 
some  of  the  price  relation- 
ships— Magness  will  re- 
ceive 29.6  million  Bell  At- 
lantic shares,  and  Malone 
19.6  million.  Valuing  their 
nondividend-paying  Bell 
shares  (see  story)  at  54, 
about  ten  points  below 
the  dividend  stock,  Mag- 
ness will  come  out  with 
about  $1.5  billion,  Malone 
with  about  $1  billion. 

Billionaires  are  getting 
common  in  the  world  diese 
days,  but  few,  if  any,  have 
gotten  diere  as  fast  as  Mag- 
ness and  Malone.-M.S.  MM 


Probably  not,  but  Redstone  will  want 
to  get  something  out  of  the  deal  for 
himself.  One  possibility:  Forcing  Ma- 
lone to  withdraw  his  rival  bid  for 
control  of  Paramount. 

Malone  is  vulnerable  to  criticism  on 
several  points.  Well  after  he  had  put 
the  bulk  of  his  assets  into  Liberty 
Media,  TCI  essentially  guaranteed 
contracts  in  the  billion-dollar  range 
for  a  pay-TV  service  co-owned  by  TCI 
and  Liberty.  There  is  at  least  a  whiff  of 
conflict  of  interest  here. 

Moreover,  Malone  and  TCI  Chair- 
man Bob  Magness  insisted  on  getting 
a  10%  premium  for  their  Class  B 
shares  in  TCI  and  Liberty  Media.  It's 
rare  that  such  a  premium  has  been 
paid  for  the  controlling  class  of  stock 
in  a  merger. 

But  the  odds  are  high  that  the  deal 
will  eventually  go  through — perhaps 
with  conditions  attached. 

There  has  been  endless  speculation 
in  the  media  that  John  Malone  will 
eventually  push  aside  Bell  Atlantic 
Chairman  Raymond  Smith.  That's 
most  unlikely.  Malone's  generally 
combative  attitude  has  made  him  un- 
popular in  Washington — one  reason 
he  will  be  content  to  let  Bell  Atlantic's 
politically  astute  Smith  quarterback 
the  deal.  With  a  reported  promise  of  5 
seats  on  a  15-person  board,  Malone 
doesn't  need  a  chief  executive  title  to 
get  his  way. 

Malone  wants  to  pursue  his  dream 
of  building  a  mighty  communications 
and  entertainment  empire.  He  will 
need  up  to  $5  billion  to  buy  the  smart 
boxes  that  all  ofTCl's  14  million  cable 
subscribers  will  need  to  access  multi- 
media offerings — and  billions  more 
to  upgrade  to  fiber-optic  cable  that 
will  connect  the  main  cable  system  to 
consumers'  homes.  Bell  Atlantic  will 
provide  the  piggy  bank  he  needs. 

And  what  a  piggy  bank  it  will  be. 
"The  cash  flow  coming  out  of  the 
merged  companies  is  enough  to  fund 
all  the  development  activities  and  still 
have  free  cash  flow  of  $1  billion  or 
more,"  says  Bell's  Albertini.  Operat- 
ing cash  flow  before  interest,  taxes, 
dividends,  depreciation  and  capital 
expenditures  will  be  $7.5  billion  for 
the  combined  company.  That's  a  lot 
of  money,  but  it's  the  kind  of  money 
you  need  to  be  a  big  player  in  the 
communications  and  entertainment 
business  these  days.  ■( 
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Mexico  is  sticking  to  the  concept 

of  private  financing  to  repair 

its  troubled  highway  building  program. 

Bridge  financing 


By  Christopher  Palmeri 

Good  news  for  beach  lovers:  The  last 
stretch  of  Mexico's  Highway  of  the 
Sun  was  finished  in  July.  No  more 
gasping  from  fumes  while  idling  be- 
hind slow-moving  trucks  and  buses 
on  a  twisty  mountain  road  between 
Mexico  City  and  Acapulco.  There's  a 
new  four-lane  superhighway  that 
asses  through  panoramic  valleys 
nd  over  Latin  America's  highest  sus- 
ension  bridge.  The  new  road  cuts 
two  hours  and  infinite  amounts  of 
[[boredom  off  the  six-hour  trip. 

At  a  price.  Round- trip  tolls  on  the 
1 163 -mile  Cuernavaca  to  Acapulco 
leg  cost  more  than  $150.  By  many 
accounts,  it's  the  most  expensive  toll 
oad  in  the  world. 

The  Highway  of  the  Sun  has  be- 
:ome  a  symbol  of  both  the  success 
and  frustrations  of  Mexican  Presi- 
dent Carlos  Salinas  de  Gortari's  mas- 
sive highway  program.  Realizing  that 
ime  of  the  first  things  his  country 
leeded  was  better  highways,  Salinas 
embarked  on  an  ambitious  7,200- 
nile  road -building  effort  in  1989. 
More  than  a  third  of  the  program  will 
5e  completed  by  the  end  of  this  year 
at  a  cost  of  nearly  $10  billion. 

In  keeping  with  the  spirit  of  Mexi- 
:o's  free  enterprise  revolution,  the 
?ulk  of  these  new  highways  have 
?een  built  by  private  enterprise  to  be 
operated  as  toll  roads — just  as  were 
many  of  the  roads  and  canals  in  the 
arly  days  of  the  U.S.  "We've  built 
bore  toll  roads  in  4  years  than  Spain 
tias  in  28,"  boasts  one  understand- 
bly  proud  government  official. 

A  typical  deal  worked  like  this: 
Construction  company  consortiums 
5id  for  the  right  to  build  the  roads, 
ind  thereafter  collect  tolls  for  a  peri- 
i'  )d  of  time  to  recoup  their  costs  plus  a 
easonable  profit.  Bids  were  based  on 
stimates  of  construction  costs  pro- 
I  ided  by  the  Mexican  government. 


to  international  competition  will 
change  that. 

Still,  awarding  of  concessions  for 
other  new  roads  has  ground  to  a  halt. 

The  government  is  working  quick- 
ly to  rebuild  the  program.  Conces- 
sions are  being  extended  to  help 
investors  earn  better  returns.  The 
concession  for  one  of  the  worst-per- 
forming roads — the  one  from  Maza- 
tlan  to  Culiacan — is  expected  to  be 
extended  from  18  to  30  years.  In  at 


The  new  bridge  at  Mezcala 

It's  Latin  America's  highest,  at  3,000  feet. 


Most  of  the  financing  came  from 
Mexican  banks. 

In  many  cases,  the  cost  estimates 
turned  out  to  be  overly  optimistic. 
The  cost  of  obtaining  rights  of  way, 
for  example,  wasn't  included.  Cor- 
recting simplistic  engineering  calcu- 
lations cost  millions  more. 

The  Highway  of  the  Sun  alone 
came  in  at  $2.1  billion,  more  than 
twice  original  estimates.  Because  of 
such  overruns,  tolls  were  often  set  at 
the  highest  allowable  levels.  Even 
after  the  government  experimented 
with  discounts  for  fleet  operators  this 
summer,  truckers  continued  to  use 
the  older  free  roads. 

"Right  now  time  isn't  as  impor- 
tant as  money  to  the  truckers,"  says 
Baring  Securities  analyst  Roberto 
Carrillo.  He  figures  that  the  opening 
of  the  Mexican  trucking  industry 
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least  seven  cases,  debt  is  being  re- 
structured. Banks  will  be  asked  to 
forgo  interest  on  part  of  their  loans. 
The  government  and  the  construc- 
tion company  investors  will  also 
pump  in  as  much  as  $500  million  in 
new  money. 

Building  traffic  is  key.  Trucks  over 
certain  weights  could  be  forced  to 
use  new  roads.  New  commercials  are 
promoting  the  highways  on  Mexican 
television. 

To  get  the  Mexican  banks  off  the 
hook,  bonds  backed  by  tolls  from 
both  the  new  highways  and  older 
government-owned  roads  are  being 
sold.  The  first  $300  million  issue  last 
year  took  a  long  time  to  sell.  Foreign 
investors  balked  at  the  currency  risk 
and  the  low — by  Mexican  stan- 
dards— 11%  coupon.  A  new  3>600 
million  issue  comes  to  market  next 
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Mexican  pri  .  .iti/ation 

terms  If  that's  successful,  others  will 
undoubtedly  follow,  but  at  yields 
that  better  reflect  the  risks. 

To  participate  in  the  continuing 
program,  Mexico's  highly  leveraged 
construction  companies  are  issuing 
stock.  Grupo  Tribasa,  the  country's 
second  largest,  went  public  in  Sep- 
tember. Mexico's  largest,  k;a,  went 
public  last  year  (FORBES,  Apr.  26), 
the  first  Mexican  company  to  sell 
stock  to  U.S.,  Mexican  and  Europe- 
an investors  simultaneously.  Hive 
other  Mexican  builders  arc  consider 
ing  public  offerings. 

Rogelio  Gasca  Ncri,  an  engineer 
with  a  master's  in  finance  from  Stan- 
ford, is  the  new  head  of  Mexico's 
highway  program.  In  a  conference 
room  lined  with  photographs  of  the 
new  roads,  Gasca  puts  the  best  face 
possible  on  the  situation:  "I  can  as- 
sure you  any  problems  we  are  having 
are  insignificant  to  those  we  would 
have  if  we  had  never  built  these 
roads." 

So,  while  the  Mexican  govern- 
ment is  stepping  in  to  bail  out  the 
program,  it  has  no  intention  of  sub- 
stituting the  state  for  private  enter- 
prise. How  w  ill  the  situation  get  sort- 
ed out?  Undersecretary  Gasca  just 
smiles.  "The  market  will  determine 
that,"  he  says.  WM 


The  best  marriages  are  often  based  on  differences. 
That's  why  the  KeyCorp  and  Society  Corp.  merger 
makes  so  much  sense. 

Two  strong 
partners 


The  short  cut  to  Acapulco 
Someday,  it  will  pay  for  itself. 


By  Subrata  N.  Chakravarty 

THE JOIN1  ANNOUNCEMEN1  last  month 
by  Albany,  N.Y. -based  KeyCorp  and 
Cleveland's  Society  Corp.  that  they  in- 
tended to  merge  w  as  overshadowed  by 
more  dramatic  deals:  Primerica's  acqui- 
sition of  Travelers,  the  takeover  battle 
swirling  around  Paramount  ( lommuni 
cations  and  the  merger  of  Bell  Atlantic 
and  Tele -Communications,  Inc. 

For  the  banking  industry,  however, 
the  KeyCorp/Society  marriage  is  an 
important  development  in  the  continu- 
ing consolidation  of  the  U.S.  banking 
business.  It  will  create  die  nation's 
tenth-largest  bank,  with  S5H  billion  in 
assets  and  operations  in  18  states,  head- 
quartered in  Cleveland.  It's  a  marriage 
of  equals,  based  on  a  stock  swap  that 
will  give  KeyCorp  stockholders  52%  of 
the  stock  of  the  new  company,  and  an 
evenly  split  board. 

But  size  is  only  part  of  it.  The  move 
will  combine  not  a  strong  bank  widi  a 
weak  one,  but  two  strong  banks  widi 
each  other.  "We've  never  had  two  very 
well  managed,  high-performing  banks 
[operating  in  different  markets]  merge 
before,"  says  Victor  Riley  Jr.,  KeyCorp 
chairman  and  chief  executive.  "Neither 
one  of  them  has  to  be  fixed.  So  diere's 
not  an  awful  lot  we're  going  to  get  in 
reducing  expenses." 

Why  merge,  then?  Riley  and  Robert 
Gillespie,  Society  Corp.  chairman  and 
chief  executive,  are  strategic  managers, 
not  loan  officers,  and  diis  is  a  strategic 
marriage  to  increase  revenues,  not  an 
exercise  in  cost-cutting. 

Says  Gillespie:  "The  next  wave  of 
consolidation  in  the  banking  industry  is 
going  to  be  to  gain  competitive  advan- 
tage at  the  customer  level  and  not  at  die 
cost  level."  In  short:  The  banking  in- 
dustry has  gone  about  as  far  in  cost- 


cutting  as  it  can  go.  Now  it  musl 
concentrate  on  better  products  arw 
better  services.  What  better  way  t| 
achieve  this  than  by  combining  tw< 
quite  different  banks,  both  with  high-J 
quality  management?  As  Riley  put  id] 
"You  find  an  institution  that  dcx 
things  a  little  differently  than  you  di 
and  has  a  different  array  of  products." 

Why  now?  Because  buying  smallca 
banks  and  merging  them — KeyCorp' 
long-standing  strategy — no  long 
worked.  Acquisition  had  just  gotter 
too  cosdy.  Says  Riley:  "Using  our  stodi 
and  paying  the  price  that  w  as  prevalent 
in  the  marketplace  would  be  dilutiJ 
instead  of  accretive." 

So  he  and  Gillespie  made  a  merger  ■ 
w  hich  neither  bank  would  emerge  th< 
dominant  partner  or  would  pay  a  pre- 
mium to  make  the  deal. 

Though  both  are  well  run,  they  an 
quite  different  companies. 

With  a  rapid  series  of  acquisitions 
KeyCorp  spread  across  the  count 
starting  in  1983:  Maine,  Alaska,  Ore 
gon.  "You  should  have  seen  what  «l 
heard  from  Wall  Street,"  Riley  chuck 
les.  "I  must  have  lost  my  mind.  'Hoi 
could  he  have  the  audacity  to  run  a  bani 
in  Alaska  from  Albany?'  But  w  e  got  ini 
Oregon,  and  no  odier  eastern  ban 
could  do  that.  And  every  time  we  mat 
a  purchase  in  another  state,  they 
sound  like  I  must  be  into  the  Iris| 
whiskey." 

N  [<  >stly  they  were  small  banks  in  sma 
states.  So  tor  a  long  time  nobody  pai 
much  attention  to  KeyCorp's  spreading 
tentacles.  For  example,  KeyCorp 
came  the  dominant  bank  in  Wyomir 
by  spending  S75  million  to  acquire  . 
banks.  "If  I  were  to  spend  SI  billion 
Ohio  or  Michigan,  they  still  wouldn 
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KeyCorp  Chairman  Victor  Riley  Jr.  (left)  and  Society  Corp.  Chairman  Robert  Gillespie 

I  he  opportunity  for  synergy  in  its  truest  sense.  Each  does,  well,  what  the  other  doesn't  do  very  much,  if  at  all. 


lount  my  name  in  the  top  ten,1''  Riley 
■xplains. 

|  In  Cleveland,  during  the  same  peri- 
id,  Gillespie's  Society  Corp.  was  grow- 
f  <\g  almost  as  rapidly,  but  with  a  differ- 
it  nt  approach.  His  sttategy  was  to  satu- 
i  ate  the  market.  Operating  primarily  in 
)hio,  Michigan  and  Indiana,  Society 
fas  especially  strong  in  the  trust,  invest - 
lent  management  and  corporate  fi- 
ance businesses. 

1  While  KeyCorp  catered  mostly  to 
t  ersonal  consumers  and  small  business- 
«  5,  Society  served  mostly  larger  compa- 
\  ies  and  high-net-worth  individuals. 
)« i  Both  strategies  have  yielded  excellent 
nl  bsults.  Society  has  almost  $26  billion  in 
il  ssets,  a  return  on  equity  of  20.6%  and, 
it  t 1 .52%,  a  return  on  assets  diat  was  the 
i  est  among  superregional  banks  in 
:\  993's  second  quarter.  "We've  tried  to 
isl  tiild  our  markets  vertically,  as  opposed 

)  horizontally,  which  is  what  KeyCorp 
as  doing,"  says  Gillespie. 
*  i  KeyCorp?  From  $3.5  billion  in  assets 
1  i  1983,  the  company  has  grown  to 

■32  billion  today.  KeyCorp's  return  on 
ni  }uity  is  almost  19%,  and  its  nonper- 
]■:  inning  assets  are  below  1%  of  its  port- 
it  jlio,  compared  witii  an  industry  aver- 
,1  *e  of  2.19%. 


Under  die  agreement,  Victor  Riley, 
62,  will  be  chief  executive  until  die  end 
of  1995.  Thereafter,  Society  Corp. 
Chairman  Robert  Gillespie,  49,  will 
take  over  as  chief  executive,  although 
Riley  will  stay  on  as  chairman  of  die 
board  through  1998. 

There  are  potentially  powerful  ad- 
vantages in  die  merger.  Society  gains 
KeyCorp's  expertise  in  running  a 
system  geared  to  serving  consumers 
and  small  businesses.  KeyCorp  gets 
Society's  strengths  in  the  trust  and  cor- 
porate finance  business.  Since  there's 
no  geographic  overlap  to  speak  of,  die 
merger  prepares  the  way  to  market  all  of 
the  two  banks'  products  through  all 
1,400  branches  of  the  new  bank.  The 
major  branch  offices  in  each  system  will 
add  officers  from  the  other  bank  to  add 
expertise.  "I'm  surprised  diat  Wall 
Street  can't  see  how  smart  a  deal  this  is," 
marvels  James  Marks  of  snl  Securities. 

Perhaps  analysts  worry  about  the 
chances  that  friction  will  develop.  It's 
ruined  a  lot  of  mergers.  "Hell  no,  it's 
not  gonna  be  easy,"  says  Riley  em- 
phatically. "I'm  not  in  any  way  sug- 
gesting that  this  is  a  hot  knife  cutting  a 
cold  piece  of  butter."  Gillespie:  "This 
is  not  a  merger  that  can  be  achieved  by 


Mr.  Riley  and  Mr.  Gillespie  alone.  It's 
going  to  require  hundreds,  if  not 
thousands,  of  people  really  seeing  the 
vision,  and  what  it  takes  to  compete." 

Can  Riley  and  Gillespie  submerge 
their  strong  egos  enough  to  make  the 
deal  work?  Riley  is  a  burly  man  who 
has  more  than  a  passing  resemblance 
to  the  polar  bears  whose  pictures  and 
sculptures  fill  his  office.  Gillespie, 
physically  even  bigger,  is  an  outdoors- 
man  who  likes  to  hunt  and  fish. 

"I  suspect  there  will  be  a  few  mo- 
ments when  I  feel  some  of  the  difficul- 
ty in  [stepping  down  to  the  number 
two  slot],"  acknowledges  Gillespie. 
"But  I'll  tell  you  what  I'm  going  to  do 
with  all  my  competitiveness — which 
abounds.  I'm  going  to  direct  it  at  all 
those  companies  who  would  like  to 
take  my  customers,  and  from  whom  I 
would  like  to  take  customers.  That 
will  keep  me  occupied  for  two  years, 
and  then  some." 

"We  are  two  professionals  knowing 
that  their  careers  and  their  reputa- 
tions are  on  the  line,"  says  Riley. 
"Both  Bob  Gillespie  and  Vic  Riley 
have  proven  the  skeptics  so  wrong  in 
the  past.  I  want  to  prove  them  wrong 
one  final  time."  HH 
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General  Motors'  latest  production 
debacle  could  cost  as  much  • 
as  $2  billion  in  sales. 


GM:  not  fixed  yet 


By  Jerry  Flint 

Geni  ral  Motors  Corp.  isn't  out  of 
the  woods  yet.  The  sales/production 
debacle  in  August  and  September  in- 
dicates serious  problems  in  the  orga- 
nization. GM  ran  short  of  vehicles  at 
the  end  of  the  '93  model  year  and 
went  through  an  incredibly  messy 
startup  of  its  1994  production. 

This  was  a  different  kind  of  prob- 
lem from  the  old  one  of  building  cars 
no  one  wanted  to  buy.  GM  was  losing 
sales  because  it  didn't  have  the  prod- 
uct. As  a  consequence,  its  August- 
September  market  share  fell  to  30%, 
from  34%  of  car/truck  sales  in  Janu- 
ary-July. By  holding  its  34%  share,  GM 
might  have  sold  140,000  more  vehi- 
cles, or  $2  billion  worth. 

"GM  was  not  able  to  cope  with  what 
was  a  minor  model  change  year. 
There  are  no  acceptable  excuses  for 
what  happened  this  summer,"  says 
respected  stock  analyst  Maryann  Kel- 
ler of  Furman  Selz.  "Their  alibi,  we 
couldn't  build  engines.  Give  me  a 
break.  Give  me  a  break.  Something  is 
fundamentally  wrong  with  GM.  This 
showed  the  weakness  of  the  GM  sys- 
tem. It  doesn't  work." 


Marketing  boss  J.  Michael  Losh 
"We'll  get  it  back.  Absolutely.'' 


Keller,  the  best  known  of  the  auto 
analysts,  is  a  fan  of  GM's  president  and 
chief  executive,  Jack  Smith,  and  root- 
ing for  the  company's  ultimate  recov- 
ery, but  thinks  the  company  is  being 
too  optimistic  about  how  long  it  will 


Two  bad  months 


"GM  was  not  able  to  cope  with  what  was  a  minor  model  change  year.  There  are 
no  acceptable  excuses  for  what  happened  this  summer,"  says  Maryann  Keller. 


take  and  how  tough  it  will  be. 

GM  will  recover  from  that  30%  mar- 
ket share  in  August-September  as  its 
new  models  flow  to  dealers.  Sales  in 
early  October  showed  that  recovery, 
but  that  does  not  mean  GM  will  recov- 
er all  the  business  lost. 

Ford  Motor  Co.,  for  one,  is  deter- 
mined that  GM  won't  get  it  all  back, 
Ford's  new  chief  executive,  Alexander 
Trotman,  believes  Ford  may  whip  GM 
in  truck  sales  next  year.  Ford  trucks 
outsold  gm's  in  the  third  quarter  foil 
the  first  time  in  20  years.  Might  Ford 
one  day  outsell  all  GM?  It's  possible. 
Trotman  says.  Nothing  he  thinks 
about,  but  possible. 

What  does  GM  say?  J.  Michael  Losh. 
group  executive  and  vice  president  foi 
marketing,  says:  "We'll  get  it  back 
Absolutely,  we'll  get  it  back."  Losrj 
thinks  industry  sales  will  continue  tc 
improve  modestly  next  year,  and  sc 
will  gm's. 

GM  officials  also  say  there  is  gooc 
news  on  the  cost  front:  Teamworl 
between  designers  and  manufactur 
ing  is  cutting  33%  off  assembly  time 
on  the  newest  models. 

"I'm  glad  it  happened,"  says  Mary 
arm  Keller.  "The  more  that  happen 
now,  the  more  they  have  a  fighting 
chance  to  fix  it.  I've  felt  a  complacen 
cy  setting  in." 

Certainly  gm's  earnings  in  the  sec| 
ond  quarter  were  better,  $889  mil 
lion,  or  92  cents  a  share,  against 
S703  million  loss  the  year  before.  Bui 
when  you  lose  sales  because  you  don' 
have  the  product — as  GM  did — it's 
sign  that  there's  still  a  lot  to  fix.  GflJ 
President  Jack  Smith  might  wish  t« 
recall  the  words  of  poet  Robert  Frosl 

The    woods    are    lovely,  dar 
and  deep. 

But  I  have  promises  to  keep, 

And  miles  to  go  before  I  sleep, 

And  miles  to  go  before  I  sleep. 
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Capital  Raising 


Over  $96  billion 

in  new  capital  raised  for 


clients  worldwide  in  the 


first  9  months  of  1993* 


C§p  CS  First  Boston 

One  Firm    One  Name    One  Mission 


Legendary  oilman  Robert  0.  Anderson  desperately 
needs  a  major  find  in  South  America.  Desperately. 

Hanging  by 
a  thread 


By  Toni  Mack 

Other  oilmen  had  abandoned  Alas- 
ka's North  Slope  when  Robert  O. 
Anderson  ordered  Atlantic  Rich- 
field's  exploration  team  to  drill  one 
more  hole.  The  year  was  1967,  and 
what  Arco's  drillers  found  on  that  last 
try  was  an  elephant:  the  12-billion- 
barrel  Prudhoe  Bay  field,  the  biggest 
pool  of  usable  crude  in  the  Western 
Hemisphere.  "It  was  like  winning  the 
Irish  sweepstakes,"  recalls  Anderson, 
"■and  the  odds  were  about  the  same." 
Bagging  the  North  Slope  elephant 
took  Arco  from  a  $3  billion  (sales) 
company  in  1970  to  one  with  sales  of 
$19  billion  last  year. 

Now  Anderson  must  win  the 
sweepstakes  again.  Only  this  time  his 
personal  fortune  is  at  stake. 

Anderson,  now  76,  retired  from 
Arco  in  1986.  With  London -based 
Lonrho  Pic,  he  started  a  little  Ros- 
well,  N.M. -based  exploration  outfit 
called  Hondo  Oil  &  Gas.  Anderson 
and  Lonrho  Managing  Director  R.W. 
(Tiny)  Rowland  used  Hondo  to  buy 
oil-  and  gas-producing  properties. 
They  took  Hondo  public  in  1988  by 
merging  it  into  a  publicly  traded  com- 
pany that  had  a  small  California  refin- 
ery. Anderson  and  Lonrho  split  80% 
of  the  new  company's  stock;  the  bal- 
ance is  in  public  investors'  hands. 

So  far  Anderson  has  played  a  very 
cold  hand.  He  is  so  far  behind  in 
repaying  $9  million  in  personal  loans 
from  Citibank  that  Citi  is  suing  him 
for  his  New  Mexico  ranch,  his  Arco 
pension,  even  his  life  insurance.  He's 
also  behind  on  $3  million  in  loans 
from  Bank  of  America;  Anderson  has 
been  auctioning  off  pait  of  his  art 
collection  to  repay  BofA. 

How  did  this  legendary  oilman  get 
in  such  a  fix?  Over  a  vodka  martini 


(Stolichnaya,  with  a  twist)  at  the  Mid- 
land (Tex.)  Hilton,  Anderson  told 
FORBES  that  his  big  mistake  was  buy- 
ing a  second  California  refinery  in 
1988.  Gasoline  demand  slumped 
with  the  1990-91  recession,  while 
federal  and  state  officials  buried  refin- 
eries under  costly  new  environmental 
rules.  Then,  with  Hondo's  refineries 


Oilman  Robert  0.  Anderson 
Citibank  wants  his  ranch. 


bleeding  red  ink,  natural  gas  prices 
collapsed. 

Since  its  fiscal  year  ended  Sept.  30, 
1990,  little  Hondo  Oil  &  Gas  has  lost 
$114  million.  Shareholders'  equity 
stands  at  a  negative  S42.7  million. 
The  company  isn't  in  Chapter  1 1  only 
because  most  of  its  $90  million  in 
debt  is  held  by  shareholder  Lonrho, 
which  would  only  shoot  itself  in  the 
leg  were  it  to  call  Hondo's  notes. 

Anderson  hasn't  given  up.  He  has 
sold  one  refinery,  is  developing  the 
other  into  an  office  park,  and  has  sold 
all  but  one  of  Hondo's  oil  and  gas 
properties. 

The  one  property  Hondo  kept  is 
Anderson's  lifeline,  but  it's  a  mighty 
thin  one.  Hondo  owns  a  30%  interest 
in  something  called  the  Opon  Associ- 
ation Contract  in  Colombia's  Middle 
Magdalena  Valley.  Anderson's  eyes 
sparlde  as  he  talks  about  Opon.  He 
believes  it  might  hold  4  trillion  cubic 
feet  of  gas,  making  it  a  giant  among 
gas  fields.  The  Colombian  govern- 
ment recently  laid  out  plans  to  step  up 
local  gas  usage. 

Some  investors  are  rooting  for  An- 
derson. At  a  recent  $8  a  share,  Hon- 
do's market  value  is  $104  million; 
Anderson's  stake  is  worth  some  $40 
million.  But  if  he  tried  to  liquidate 
much  of  his  Hondo  stake  to  repay  his 
creditors,  the  stock  would  probably 
collapse.  He  tried  to  sell  some  Hondo 
stock  in  a  secondary  offering  last  year, 
but  the  deal  fell  apart. 

Hondo  began  an  exploratorv  well 
at  Opon  but  had  to  abandon  it  in  May 
w  hen  tools  got  stuck  in  the  bore. 
Amoco  is  now  drilling  on  the  site.  If 
the  Opon  field  pans  out,  then  Ander- 
son will  be  in  the  clear  again.  But  if  it 
disappoints,  he'll  be  in  a  real  jam. 
Anderson  has  personally  guaranteed 
$32  million  of  Hondo's  debt  to 
Lonrho.  Failure  in  Colombia  would 
wipe  out  Hondo,  and  Anderson. 

Meanwhile,  Anderson  is  still  on  the 
hook  to  Citibank  and  Bank  of  Ameri- 
ca for  the  loans  that  also  bear  his 
personal  marker. 

"I'm  optimistic  about  working  out 
a  resolution  to  all  of  it,"  says  Ander- 
son as  the  last  of  the  ice  melts  in  his 
empty  martini  glass.  He  adds:  "No 
one  should  be  in  this  business  who 
isn't  a  real  optimist  and  who  can't 
stand  hard  luck  and  adversity.  No  one 
knows  that  better  than  I  do."  I 
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One  Firm    One  Name    One  Mission 


Mexico's  tight  money  policy  has  put  a  crimp  in  its  auto 
boom.  But  Mexicans  will  have  their  cars,  and  some 
dealers  have  adopted  an  ingenious  financing  system. 

Self-financing 


By  Christopher  Palmeri 

A  FORMER  (  I  ERK  at  Ford  of  Mexico, 
Alberto  Lopez  de  Nava  is  typical  of 
the  entrepreneurs  created  by  Mexi- 
co's new  open  economy.  Lopez  de 
Nava  bought  into  a  troubled  Mexico 
City  dealership  in  1984.  By  1991  he 
had  four  Ford  dealerships  and  was  one 
of  the  five  largest  auto  dealers  in  the 
country. 

For  the  last  five  years  Mexico's  car 
market  has  been  on  a  tear,  more  than 
doubling  since  1987,  to  707,000 
units  last  year.  Mexican  auto  exports 
to  the  U.S.  have  also  been  on  a  roll 
( FORBES  Sept.  2,  1991),  quadrupling 
since  1986.  For  the  five  companies 
that  dominate  the  Mexican  auto  mar- 
ket— Volkswagen,  Nissan,  General 
Motors,  Ford  and  Chrysler — this  has 
been  great  news. 

But  when  Forbes  talked  to  Alberto 
Lopez  de  Nava  last  month,  he  was 


singing  the  blues.  "We  are  dry  of 
money,"  he  said  from  amidst  the 
marble  and  potted  palms  of  his  show- 
room on  Mexico  City's  Tlalpan 
Street.  "There's  no  way  for  people  to 
buy  cars." 

For  this  year  to  date,  auto  sales  in 
Mexico  have  declined  about  12%.  All 
of  the  manufacturers  cut  back  on 
production  this  summer.  Thousands 
of  Mexican  autoworkers  have  lost 
their  jobs.  Newspaper  ads  in  Mexico 
Cits'  promote  18 -month,  zero-inter- 
est financing,  quite  a  deal  in  a  country 
where  rates  on  consumer  loans  ap- 
proach 30%. 

Is  the  Mexican  boom  over?  Far 
from  it.  But  it  was  overheating.  Mexi- 
can President  Carlos  Salinas'  tight 
monetary  policy  has  succeeded  in 
bringing  inflation  down  to  single  dig- 
its, and  foreign  capital  continues  to 


/Vide* 


Mexico  City  Ford  dealership 

If  the  bank  says  no,  they  can  still  talk. 


pour  in,  but  the  tight  money  is  taking 
its  toll.  Gross  domestic  product  grew 
by  just  1 .3%  in  the  first  six  months  of 
this  year. 

At  the  same  time  there  have  been 
glitches  in  Mexico's  developing  sys- 
tem of  consumer  credit.  Just  a  few 
years  ago  the  typical  Mexican  con- 
sumer paid  for  his  car  with  1 00%  cash . 
Filings  changed  with  the  privatiza- 
tion of  Mexico's  banking  system.  Fa- 
ger  to  make  back  their  hefty  invest- 
ments, the  new  owners  of  Mexico's 
banks  cranked  open  the  credit  spig- 
ots. Soon  consumers  were  paying  for 
cars  with  credit  cards,  and  those  cards 
were  not  hard  to  get. 

F.arlier  this  year  banks  began  in- 
creasing reserves  for  delinquent  con- 
sumer loans.  Thousands  of  new  cars 
have  been  repossessed.  High  interest 
rates  and  tougher  credit  standards 
have  turned  people  away  from  banks. 

Meanwhile,  the  big  automakers  are 
still  quite  limited  in  what  their  own 
credit  facilities  can  offer,  gm's  credit 
arm  cannot  borrow  in  the  Mexican 
commercial  paper  markets,  for  exam- 
ple. It  must  depend  on  Mexican  banks 
for  peso-denominated  loans.  This 
may  change  if  the  North  American 
Free  Trade  Agreement  passes;  even  if 
it  doesn't,  the  Mexican  government 
may  unilaterally  open  its  financial  sys- 
tem even  further. 

But  Mexicans  are  noth- 
ing if  not  ingenious,  and  so 
a  new  credit  system  is  rev- 
ving up,  antofinancia- 
miento — self-financing. 

Originating  in  countries 
like  Brazil  and  Venezuela, 
it's  a  financing  alternative 
whereby  a  separate  dealer- 
owned  entity  puts  together 
a  group  of  people  who  each 
agree  to  pay  for  a  car  in 
something  like  30  monthly 
installments.  Each  month  a 
lottery  awards  a  car  earlv  to 
one  of  the  participants,  who 
must  then  continue  to 
make  payments.  This  sys- 
tem minimizes  risk  for  deal- 
ers because  a  new  car  is  paid 
for  each  month.  It  also  al- 
lows people  who  couldn't 
qualify  for  financing  else- 
where to  get  a  car  before 
they  saved  the  entire 
amount.  H 
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Initial  Public  Offerings 

YPF 

(Argentina's  privatized  oil  company) 
$3.04  billion 
Largest  privatization 
ever  in  Latin  America* 

@  CS  First  Boston 
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THE  NEW  BONN  EVILLE 


Driver  &  Passenger  Airbags 


Anti-Lock  Brakes 


Traction  Control* 


Variable  Effort  Power  Steering 


6-Speaker  Sound  System 


Leather  Seating  Areas* 


Theft-Deterrent  Key  System 


Remote  Keyless  Entry* 
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You  could 

spend  thousands  more 
on  a  luxury  import. 
But  why? 


PONTIAC  CARES  with  a'3-year/36,000-mile  no-deductible  bumper-to-bumper  limited  warranty 
(see  your  dealer  for  details),  plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation. 
Call  1-800-762-4900  for  more  product  information  and  dealer  locations.  Bonneville" 
l  J  Always  wear  safety  belts,  even  with  airbags  ■©  1 993  GM  Corp.  All  Rights  Reserved. 
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When  natural  gas  prices  collapsed,  Sonat's  Ron  Kuehn 
didn't  pull  back.  Unlike  most  of  his  competitors,  he  went 
looking  for  more  gas.  He  looks  pretty  smart  now.  . 

Sleepless  nights 


By  R.  Lee  Sullivan 

AFTER  14 YEARS  with  Sonat  Inc.,  Ron- 
ald Kuehn  finally  got  the  top  job, 
taking  over  as  chief  executive  of  the 
Birmingham,  Ala. -based  natural  gas 
pipeline  company  in  the  summer  of 
1984.  His  timing  was  aw  ful. 

During  the  next  year  gas  prices 
dropped  almost   10%,  after  nearly 
doubling  over  the  previous 
tour   years.    Earnings  in 
1985  plunged  by  almost 
three-quarters,   but  earn 
ings  weren't  the  worst  of  it: 
Sonat  had  committed  to 
buy  a  huge  amount  of  gas  at 
prices  much  higher  than 
the  then  current  market. 
The    difference  between 
Sonat's  contracts  and  well- 
head prices  was  a  gaping 
$3.5  billion. 

In  1986  Sonat  lost  $189 
million  on  $1.6  billion  in 
sales.  Natural  gas  prices 
didn't  stop  dropping  until 
1992,  tumbling  from  an  av- 
erage $3.20  per  thousand 
cubic  feet  (mcf)  in  1984  to 
$1.58  per  mcf.  "I  spent  my 
first  two  years  taking 
w  riteoffs,"  Kuehn,  now  57, 
recalls  grimly. 

Faced  with  this  mess, 
most  gas  producers  cut 
back  on  exploration  and 
production  and  let  their  re- 
serves dwindle.  Majors  like 
Amoco  that  built  reserves  40%  from 
1980  through  1988  let  them  fall  8% 
by  the  end  of  last  year.  Smaller  inde- 
pendents like  Marshall  Exploration 
got  out  altogether. 

Not  Kuehn.  He  stepped  up  Sonat's 
drilling  and  added  to  his  reserves.  To 
head  die  effort  he  hired  Donald  Rus- 
sell, then  56,  a  32 -year  Shell  veteran 
who  had  started  out  as  a  roustabout  in 
the  East  Texas  oilpatch.  The  tw  o  had 


hunted  together  for  years,  and  in  late 
1987  on  a  quail  hunt,  Kuehn  asked 
Russell  if  he  would  be  interested  in 
running  Sonat  Exploration.  He 
jumped  at  the  chance,  taking  over  in 
January  1988. 

He  hit  the  ground  running.  Sonat 
had  focused  on  high-risk  exploration 


Sonat  Inc 
Kept  his 


.  Chairman  Ronald  Kuehn 
cool  when  natural  gas  prices  cratered. 

drilling  spread  out  across  23  states 
and  the  Gulf  of  Mexico.  Russell 
scrapped  the  strategy  and  concentrat- 
ed on-shore  operations  in  Arkansas, 
Louisiana,  Oklahoma  and  Texas,  four 
states  with  proven  reserves.  The  nose- 
dive in  gas  prices  was  already  prompt- 
ing oilmen  to  unload  such  property  at 
bargain  prices. 

Russell  realized  that  the  key  to 
building  reserves  at  a  time  when  prices 


were  low  was  to  control  costs — big 
spending  in  the  hope  of  getting  big 
hits  wasn't  the  right  strategy  for  strait- 
ened times.  So  he  went  for  small, 
cheap  deals.  More  than  half  of  the  200 
or  so  acquisitions  Russell  has  made 
since  1988  have  cost  less  than  SI. 5 
million;  only  eight  have  cost  more 
than  $25  million,  including  a  $140 
million  deal  with  Mobil  last  month. 
And  by  making  sure  that  the  parcels 
were  close  together,  he  minimized 
the  cost  for  pipelines  and  other  infra- 
structure. Where  Sonat  owned  acre- 
age that  was  not  clustered  properly, 
Russell  sold  the  land.  The  result:  Son- 
at's production  costs  average  39  cents 
per  mcf;  major  producers  average 
costs  more  than  twice  as  high. 

Sonat  spent  over  $1  billion  buying 
property  and  drilling  for  gas  during 
the  past  five  years,  but  the 
payoff  was  a  quadrupling  of 
its  reserves  to  1 .2  trillion 
cubic  feet.  While  Russell  fo- 
cused on  the  exploration 
subsidiary,  Kuehn  concen- 
trated Sonat's  business  on  I 
production  and  transmis- 
sion, divesting  unrelated 
interests  such  as  Teleco  Oil 
field  Services,  sold  last  vear 
to  Baker  Hughes  for  $400  ( 
million. 

Vindication    came  for 
Kuehn  and  Russell  when! 
demand  for  gas  finally  out- 
stripped the  low  number  of] 
rigs  drilling  in  the  middle  of 
1992,  boosting  prices  to 
$2.34  per  mcf  by  the  end  of 
the  year.   Sonat  has  re- 
bounded right  along  with 
gas  prices.  The  company 
should  net  $145  million  on  l 
revenues  of  $1 .6  billion  this 
year.    Even'    10-cent  in- 
crease in  gas  prices  adds  12 
cents  to  Sonat's  share  earn- 
ings, among  the  best  lever- 
age, to  gas  prices  in  the  business. 
Reserves  that  cost  Sonat  $1  billion  to 
build  are  now  w  orth  $1.7  billion. 

Sonat  wouldn't  be  where  it  is  today 
had  not  Ron  Kuehn  stuck  stubbornly 
to  his  reserve-building  at  a  time  w  hen 
other  outfits  were  cutting  back.) 
Didn't  this  give  him  and  Russell  some 
sleepless  nights?  Well,  yes.  "I  slept  like 
a  baby,"  Russell  says.  "I  woke  up 
every  two  hours."  I 
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The  fine  line  between  sculpture  and  engineering. 
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Hand-finished  solid  18  karat  gold  and  stainless  steel  with  a  diamond-polished  curved  sapphire  crystal,  quart:  movement  and  screw-down  crown.  Water  resistant  to  ?30  feet. 
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These  pieces  of  white  bread 
may  look  the  same,  but  behind  each  one 
is  a  different  company. 

The  same  is  true  with  insur- 
ance products.  Most  consumers  can't  see 
a  real  difference  until  they  look  at  the 
companies  who  sell  them. 

At  Conseco  we  see  our  insur- 
ance products  as  solemn  promises  to 
policyholders.  We  also  understand  that 
the  only  way  to  keep  these  promises  is  to 
be  profitable. 

So  we  bring  our  products  to 
the  market  more  efficiently,  we  manage 
them  more  effectively,  and  we  remain 
flexible  so  that  we  can  constantly  redi- 
rect our  resources  in  order  to  fine-tune 
performance.  We  are  also  quick  to  imple- 
ment new  ideas  that  keep  products  fresh 
and  meaningful  in  the  marketplace.  And, 
as  truly  active  portfolio  managers,  we 
make  sure  every  penny  we  have  works 
24  hours  a  day,  seven  days  a  week. 

The  way  we  slice  our  white 
bread  has  made  us  a  very  profitable 
company,  a  company  that  can  keep 
its  promises. 
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With  a  number  of  flops  behind  him,  Harvey  Bibicoff 
may  finally  have  a  big  success.  Maybe. 

Only  in 
Hollywood 

By  Lisa  R.  Gubcrnick 

Tucked  behind  a  coffee  table  in  Har-  get  it  right."  This  time  Bibicoff  may 

\  cv  BibicofPs  Beverly  Hills  office  is  a  be  getting  close.  Maybe, 

small  plaque  with  the  following  in-  He's  chief  executive  of  the  Produc- 

scription:  "I  believe  in  the  power  of  ers  Entertainment  Group,  which  has 

the  human  spirit  that  allows  us  to  one  of  the  few  successes  of  this  fall's 

recreate  ourselves  everyday  until  we  dismal    television    season.  Dave's 


Harvey  Bibicoff  (front)  and  his  gang 

He  blew  it  once,  but  "it's  not  a  crime. 


World,  a  half-hour  comedy  based  on 
writer  Dave  Barry,  has  won  critical 
raves  as  well  as  its  prime  Monday 
night  time  slot  on  CBS.  That  success 
comes  on  the  heels  of  another  Bibij 
coff  bull's-eye,  What's  Love  Got  to  Do 
With  It?,  this  past  summer's  hit  movie 
about  Tina  Turner. 

Those  successes  have  yet  to  be  re- 
flected in  the  Producers  Entertain- 
ment Group's  numbers:  For  the  fiscal 
year  ended  June  30,  the  company  lost 
$3.3  million  on  revenues  of  $2.6  mil- 
lion. But  hopes  of  better  times  have 
pushed  the  price  for  the  company's  7 
million  shares  from  1  to  a  recent  3V4. 

Bibicoffs  try-try-and-try-again 
philosophy  has  worked  because  he 
seems  to  have  an  easy  knack  for  raising 
money.  His  last  two  ventures,  a  car 
stereo  company  and  the  Ventura  En- 
tertainment Group,  a  conglomerate 
that  bought,  among  other 
|  things,  the  Osmond  broth- 
l  ers'  movie  studio  in  Utah, 
^  were  both  smashing  flops.  I 
Ventura  Entertainment, 
though,  still  had  one  of  the 
highest  market  capitaliza- 
tions for  an  independent 
film  company  around- 
even  though  its  only  film 
offering  brought  in 
$500,000  less  than  it  cost. 
Ventura  Entertainment's 
stock — once  as  high  as 
8V2 — has  long  since  fallen 
to  the  ground,  recently 
trading  for  just  over  1  a 
share.  "We  went  off  in  ten 
different  directions  with<  >ut 
having  the  management 
skills  to  do  it,"  says  Bibicoff 
now.  "We  blew  it,  and  I'm 
sorry  it  happened,  but  it's 
not  a  crime." 

First  Hanover  Securities, 
Inc.,  a  New  York  City  un- 
derwriter, certainly  didn't 
regard  these  flops  as  ai 
crime.  It  raised  nearly  $5 
million  for  Producers  En- 
tertainment. Bibicoffsi 
ability  to  raise  that  kind  of 
cash  had  already  attracted! 
Barry  Krost  and  Doug  Cha- 
pin,  two  well-known  Hol- 
lywood managers,  plus  pro- 
ducer Jonathan  Axelrod, 
who  had  been  an  executive) 
at  both  Columbia  Pictures! 
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Your  symptoms  are  bothering  you,  but 
you're  still  waiting  to  see  your  doctor  about 
your  enlarged  prostate.  Maybe  it's  time  to  stop  waiting. 

|  Ask  your  doctor  about 

the  prescription  medicine  PROSCAR  . 


(FINASTERIDE) 


Finally,  a  medicine 
for  the  treatment 
of  symptomatic  benign 
prostate  enlargement 

You  can't  make  it  till  halftime  any- 
more without  having  to  go  to  the 
ioathroom.  You're  getting  up  several 
:imes  a  night  to  urinate.  It's  begin- 
ning to  bother  you,  but  up  to  now, 
fou've  lived  with  it.  The  question  is, 
hould  you? 

Jntil  recently,  there  wasn't  a 
nedicine  that  could  help  the  condition 
mown  as  symptomatic  benign 
irostate  enlargement  or  BPH.  But 
low  there  is  PROSCAR,  the  first  oral 
description  medicine  that  can  actual- 
y  shrink  an  enlarged  prostate. 

iowever,  it  is  important  to  know  the 
bltowing:  PROSCAR  doesn't  work  for 
veryone.  Even  though  the  prostate 
hrinks,  you  may  not  see  an  improve- 
ment in  urinary  flow  or  symptoms, 
jid  you  may  need  to  take  PROSCAR  for 
months  or  more  to  see  whether  it 
elps  you. 

How  PROSCAR  can  shrink  an 
enlarged  prostate 

is  a  man  ages,  a  key  hormone  can 
elp  cause  the  prostate  to  grow. 


?  prostate  surrounds  part  of  the  urethra,  the  tube  that 
i]    ries  urine  from  the  bladder.  As  the  prostate  enlarges,  it 
squeeze  the  urethra  and  cause  urinary  problems. 


PROSCAR  actually  blocks  the  produc- 
tion of  this  hormone,  so  it  helps 
shrink  the  prostate  to  a  smaller  size 
in  many  men.  As  a  result,  some  men 
treated  with  PROSCAR  experience  an 
increased  urinary  flow  and  an 
improvement  in  urinary  symptoms. 

Why  you  should  see  your 
doctor  soon 

The  problem  will  probably  not  get 
better  by  itself.  In  many  cases,  the 
prostate  continues  to  enlarge  and 
the  symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are  bother- 
ing you,  consult  your  family  doctor 
or  a  urologist  and  find  out  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you.  It  is  also  important  to 
have  regular  checkups.  While 
benign  prostate  enlargement  is  not 
cancer  and  does  not  lead  to  cancer, 


the  two  conditions  can  exist  at  the 
same  time. 

Remember,  only  a  doctor  can  evalu- 
ate your  symptoms  and  their  possi- 
ble causes.  So  don't  wait  any  longer. 
You  may  find  out  that  your  enlarged 
prostate  can  be  made  into  a  smaller 
problem. 

For  a  free,  informative  booklet, 
"Every  man  should  know  about 
his  prostate,"  call  1-800-635-4452 
today. 


TABLETS 
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PATIENT  INFORMATION  ABOUT 

PROSCAR'  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  t  he  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is 
a  major  cause  ot  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•  Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 
What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  \rk 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR"  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 

sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 

are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


A  MERCK 
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Television  and  abc. 

Along  with  Krost  and  Chapin  came 
their  client  Angela  Bassett,  who 
starred  in  the  Tina  Turner  movie. 
Barry  agreed  to  lend  his  name  to  the 
sitcom  after  director  Jamie  WiddoesJ 
a  Krost/Chapin  client,  asked  him  to. 
Sixteen  months  later  Dave's  World 
made  its  debut  and  Producers  Enter 
tainment  had  a  resounding  success. 

Bibicoffis  hardly  out  of  the  woods. 
The  company  gets  just  $18,000  per 
show  for  Dave's  World,  and  owns  jtist 
15%  of  the  program  for  future  syndi- 
cation (CBS  Entertainment  Produc 
tions,  which  finances  the  show  ,  ow  ns 
the  rest).  Syndication  profits  won't 
kick  in  for  at  least  another  three  years. 


So  far  What's  Love  Got  to  Do  With 
It7,  has  netted  only  a  $350,000  pro- 
duction fee,  with  profits  coming  only 
after  the  movie  reaches  $55  million  in 
total  revenues.  It  has  yet  to  top  $45 
million.  Meanwhile,  the  only  thing 
set  is  a  made-for-television  movie 
about  the  Attica  prison  revolt  airing 
on  HBO  in  the  spring. 

But  this  is  Hollywood,  and  Bibicofl 
and  his  friends  are  already  digging 
into  the  till.  Executive  compensation 
for  1993  totaled  $1.4  million,  more 
than  half  the  total  revenues.  Getting 
back  to  that  plaque  behind  BibicofPa 
desk:  He  and  his  gang  seem  to  have 
concluded  that  they  have  it  right  this 
time,  even  though  they  haven't  yel 
got  the  numbers  to  prove  it.  Says  Alar 
Berger,  head  of  icm's  television  divi- 
sion, "A  lot  of  people  have  gone  ofi 
and  gotten  some  money  and  tried  tc 
get  a  show  on  the  air.  It  doesn'l 
happen  often,  but  it  happened  here 
Does  that  make  them  a  legitimate 
business?  Absolutely."  ■ 
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The  art  of  advanced  civilisations  that  preceeded  modern,  democratic 
Turkey  isn't  all  in  our  museums  -  as  is  this  ancient  mosaic  of  Medusa. 
With  Turkish  Airlines  the  art  of  flying  has  always  heen  advanced. 
Today  we  have  one  of  the  most  modern  fleets  available.  And  that  means 
whether  you  re  flying  direct  from  New  York,  London,  Paris,  Frankfurt, 
Zurich  or  Tokyo,  your  trip  will  be  totally  relaxed.  Especially  with  our 

warm  Turkish  hospitality,  which,  unlike  Medusa,  will  never  leave  you  stone  cold 


ON  THE  DOCKET 


The  odd  case  of  the  man  who  tried  to  fly  a  plane  from  the 
back  seat  shows  why  American  companies  don't  sell 
many  private  airplanes  anymore. 


Crash! 


By  David  Frum 

HERE'S  a  distressing  statistic:  In  1979 
American  companies  made  and  sold 
17,000  private  planes.  In  L989  they 
made  and  sold  only  1 ,535.  This  is  one 
instance  where  you  can't  blame  for- 
eign competition.  We  can  blame  only 
ourselves  for  destruction  of  this  once 
vibrant  industry.  The  bizarre  case  of 
Piper  Aircraft  v.  Cleveland  show  s  why 
this  wound  is  sell  inflicted. 

On  lulv  7,  1983,  just  be- 
fore dawn,  a  pilot  named  Ed- 
ward Cleveland  crashed  his 
13-year  old  Piper  Super  Cub 
into  a  parked  van  at  an  air- 
field about  20  miles  outside 
of  Albuquerque,  N.M.  The 
van  belonged  to  the  ow  ner  of 
the  airfield,  w  ho  had  placed  it 
on  the  runway  in  order  to 
block  Cleveland  from  taking 
off. 

Why?  Cleveland  and  the 
company  he  worked  for  had  a 
history  of  unsafe  thing  prac- 
tices, and  the  ow  ner  didn't 
want  him  using  the  airfield 
But  a  local  savings  and  loan 
had  hired  Cleveland's  com 
panv  to  film  an  ad  with  a 
sailplane  gliding  at  dawn  over  the 
nearby  Sandia  Mountains,  and  Cleve 
land  didn't  want  to  lose  the  job. 

Rather  than  take  up  two  planes — 
one  to  launch  the  sailplane  and  one  to 
film — Cleveland  knocked  out  the 
front  seat  of  his  two-seater  aircraft, 
and  had  his  crew  install  a  rear-facing 
camera.  The  cameraman  squeezed  in 
behind  the  camera  with  his  back  cov- 
ering the  instrument  panel  and  front 
window  .  Cleveland  would  pilot  from 
the  rear  seat. 

To  block  the  plane,  the  airfield 
owner  parked  his  van  a  thousand  feet 
down  the  runway.  Day  was  breaking, 
and  the  van's  lights  w  ere  on. 

Cleveland  started  down  the  run 


way  anyway.  Hither  he  didn't  see  the 
van,  or  he  just  decided  to  push  his 
luck.  In  any  case,  he  didn't  make  it. 
He  hit  the  van,  smashing  his  face  into 
the  steel  camera  mount  in  front  of 
him.  Cleveland  suffered  severe  brain 
damage. 

His  family  sued  the  airfield  owner, 
and  won  $300,000.  Then  their  law 


yer — Daniel  Cathcart,  whose  exper- 
tise in  suing  aircraft  manufacturers  has 
bought  him  a  Beverly  Hills  house 
adjacent  to  that  formerly  owned  by 
Jean  Harlow — decided  to  go  for 
broke.  He  would  sue  Piper. 

According  to  Cathcart,  the  Super 
Cub's  design  was  defective:  On  the 
ground,  it  is  impossible  to  see  out  the 
front  from  the  rear  seat.  He  also  con- 
tends the  plane  should  have  been 
equipped  with  a  rear  shoulder  har- 
ness. Never  mind  that  the  passenger 
sat  in  a  way  that  blocked  the  pilot's 
view.  A  jury  was  convinced,  and 
aw  arded  $1,042,000  in  damages. 

That  award  gave  liability  lawyers  a 
real  chance  to  strut  their  stuff.  In 


1979  manufacturers  of  Federal  Avia- 
tion Administration-approved  air- 
craft paid  out  $24  million  in  damages 
and  litigation  costs.  By  1989  they  paid 
a  total  of  $210  million. 

Piper  became  a  special  target.  Op- 
erators of  corporate  jets  usually  carry 
insurance.  Lawyers  can  sue  them 
when  an  accident  occurs.  But  the 
operators  of  Piper's  cheap  planes 
don't  usually  buy  much  insurance.  So 
the  lawyers  go  after  the  manufacturer. 

According  to  Piper's  general  coun- 
sel, Glenn  Parr,  the  company  paid  $  1 0 
million  a  year  from  1987  to  1991  to 
settle  lawsuits  on  its  FAA-approved 
aircraft.  Piper  stopped  buying  insur- 
ance in  1987.  By  then,  insurance  had 
become  pointless  anyway:  The  last 
policy  the  company  owned  had  car- 
ried a  $100  million  deductible.  In  July 
1991  Piper  entered  Chapter  1 1. 

Now,  if  you  aren't  seeth- 
ing already,  this  will  really 
make  you  grind  your  teeth: 
The  design  of  the  Super  Cub,j 
the  most  popular  aircraft  in 
history,  had  long  been  ap- 
proved by  the  FAA.  This  in- 
cluded a  1977  ruling  that 
only  a  front-seat  shoulder 
harness  was  required.  Thus, 
according  to  the  relevant 
federal  regulators,  the  Super 
Cub  was  a  safe  plane.  The 
New  Mexico  legislature 
would  not  try  to  substitute! 
its  own  safety  standards  for 
those  of  the  federal  govern- 
ment. Should  a  New  Mexico 
jury  be  allowed  to  do  so? 

Despite  this  legal  question 
and  the  economic  carnage,, 
the  federal  courts  have  so  far  refused 
to  consider  the  argument  that  federal 
regulation  should  preempt  juries 
from  applying  state  law.  Parly  lastj 
month  the  Supreme  Court  refused  to 
hear  the  Cleveland  case. 

The  Supreme  Court's  decision 
raises  one  especially  troubling  issue, 
For  more  than  a  decade  the  top  court 
has  avoided  doing  anything  much 
about  the  tort  explosion.  But  if  the! 
top  court  won't  take  action  in  a  case  ag 
extreme  as  Piper  Aircraft  v.  Cleveland, 
it's  hard  to  imagine  that  it  ever  will.  So 
a  part  of  the  legal  profession  flashes 
heavy  gold  watches,  while  a  whole 
industry  that  once  had  great  potential 
goes  down  the  toilet.  Hi 
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The  Americans  with  Disabilities  Act  is— as  we 
predicted— doing  little  for  the  blind,  the  lame  and  the  halt 
but  a  great  deal  for  lawyers  and  malingerers. 

Oh,  my  aching 
back  (head) 


By  David  Frum 

Marc  us  Snow  of  Tampa  is  a  hard- 
working lawyer.  Between  July  1992 
and  August  1993  his  firm,  O'Brien  &: 
Hooper,  has  filed  some  95  discrimi- 
nation claims  with  the  Equal  Employ- 
ment Opportunity  Commission  un- 
der the  Americans  with  Disabilities 
Act,  about  a  tenth  of  all  the  claims 
filed  in  Florida.  By  the  end  of 
November  he  expects  to  be  ~ 
fighting  between  15  and  20  ADA 
cases  in  federal  court. 

But  there's  something  kind  of 
odd  about  Snow's  clients:  While 
they  are  describing  themselves  to 
the  Equal  Employment  Oppor- 
tunitv  Commission  as  qualified 
workers,  they  are  demanding 
that  the  Florida  workers'  com- 
pensation system  compensate 
them  for  their  inability  to  work. 

Forbes  reported  (Apr.  26) 
that  the  Americans  with  Disabil- 
ities Act  was  not  doing  a  whole 
lot  of  good  for  the  blind,  the  deaf 
or  people  in  wheelchairs.  Ah, 
though,  some  of  the  lawyers. 
They  really  had  their  juices  up. 

Sure  enough,  over  the  first  five 
months  of  the  act,  which  went 
into  effect  for  employers  on  July 
26,  1992,  by  far  the  most  fre- 
quent cause  of  complaint  was  ■ 
back  pain. 

The  proportion  of  back  pain  cases 
on  the  EEOC's  disability  discrimina- 
tion docket  has  risen  from  14.7%  at 
the  end  of  1992  to  18.6%  as  of  Aug. 
31,  1993.  Meanwhile,  complaints  of 
discrimination  against  the  blind  have 
dropped  to  3.3%  of  the  total  at  the 
EEOC.  Complaints  about  discrimina- 
tion against  the  deaf  are  also  down  to 
3.3%.  There's  no  separate  category  for 


people  in  wheelchairs.  But  amputees 
and  other  nonambulatory  cases  each 
represent  less  than  2%  of  the  total. 

Here's  how  the  game  can  be 
played.  A  worker  is  injured  on  the  job 
and  files  a  workers'  comp  claim.  The 
employer — perhaps  because  he  is  sus- 
picious of  the  injury,  perhaps  because 


Ellis  Island  renovated 
What  the  ADA  was  supposed  to  do. 


he  fears  paying  higher  premiums — 
resists.  The  emplovee  now  unveils  his 
atomic  bomb:  the  ADA. 

The  new  act  makes  it  dangerous  for 
an  employer  to  fight.  If  he  does,  he 
may  be  discriminating  against  a  dis- 
abled person.  A  kind  of  double  jeop- 
ardy for  the  employer. 

In  combination  with  the  Civil 
Rights  Act  of  1991,  the  ADA  entitles 


discriminated-against  employees  to  a 
jury  trial  and  potential  punitive  dam- 
ages of  up  to  $300,000,  plus  back  pay. 
In  many  states,  employees  can  also  sue 
under  state  law  for  pain  and  suffering; 
(Such  state  lawsuits  can  be  joined  to 
the  federal  suit.) 

What  happens  in  Florida,  Texas  and 
other  states  with  back  injuries  is  hap- 
pening in  California  with  mental  ill- 
ness. There,  mental  illness  gives  rise  to 
14.6%  of  all  ADA  claims,  half  again  the 
figure  for  the  nation  as  a  whole.  Given 
that  the  most  readily  definable  mental 
illness — learning  disability — forms  a 
separate  category  ( about  1  %  of  all  ADA 
cases)  and  that  the  seriously  mentally 
ill  are  generally  not  found  in  the  labor 
force,  you  might  wonder  who  these 
ADA  complainants  are. 

Answer:  The  state  of  California  rec- 
ognizes "stress"  as  grounds  for  a 
workers'  comp  claim.  Attorney  Snow, 
who  is  himself  a  quadriplegic,  con- 
cedes that  "I  don't  think  Congress 
intended  the  law  [the  ADA]  to 
|  have  the  effect  that  it  does  on 
|  workers'  comp."  But  given  the 
evolution  of  workers'  comp  from 
a  no-fault  system  to  an  adversari- 
al process,  he  defends  the  new 
use  of  the  ADA  as  necessary  to  win 
concessions  for  permanently  in- 
jured emplovees.  That's  pretty 
blunt:  Fight  our  claim  and  we'll 
hit  you  with  the  ADA. 

On  top  of  this,  more  and  more 
the  ADA  is  being  used  not  to  open 
doors  for  the  disabled  but  to 
reargue  firing  decisions  in  the 
courts.  Since  Forbes'  April  sto- 
ry,  the  proportion  of  ADA  cases  at 
the  EEOC  that  complain  of  dis- 
crimination in  hiring  has 
dropped  from  over  15%  to  13%. 
^  (  ases  brought  by  fired  or  laid-off 
workers  have  jumped  from  49% 
to  54%  of  the  ADA  docket. 

More  than  14,000  ADA  com- 
plaints have  been  brought  so  far. 
•The  EEOC  is  now  way  behind 
schedule  in  handling  these  cases,  so 
more  and  more  often  it  is  letting  com- 
plainants go  straight  to  the  courts. 

On  July  26,  1994  the  law— which 
now  applies  only  to  firms  with  25 
employees  or  more — will  be  extended 
to  firms  with  between  15  and  24 
employees  as  well.  Just  the  sort  of 
hassle  that  struggling  small  business 
people  don't  need.  Hi 
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Lots  of  entertainers  are  getting  rich  these  days,  but  here's  a  corner  of 
showbiz  where  the  performers  consider  $1,000  a  week  good  money. 
Small  wonder  Ringling  Bros,  and  Barnum  &  Bailey  Circus  owner 
Kenneth  Feld  is  worth  a  few  hundred  million  dollars. 

The  tightest 
man  in 

show  business? 


By  Robert  La  Franco 

In  1986  Kristopher  Antekeier  got  a 
job  as  ringmaster  with  Ringling 
Bros,  and  Barnum  &  Bailey  Circus, 
and  quickly  learned  a  lesson  about 
his  new  boss.  Antekeier,  then  27, 
was  a  struggling  actor.  His  final  in- 
terview was  with  the  circus'  owner, 
Kenneth  Feld,  then  38.  On  entering 
a  Feld  office  in  Chicago,  Antekeier 
noticed  that  on  Feld's  desk  lay  seven 
contracts,  one  for  each  of  the  poten- 
tial ringmasters  who  had  made  the 
final  cut.  Feld's  message  to  the 
hungry  actor  was  crystal  clear:  There 
are  six  other  people  who  want  this 
job,  so  don't  even  think  about  trying 
to  negotiate  a  tough  contract. 

Antekeier  signed  for  $500  a  week 
and  a  ringmaster's  perks:  a  "luxury" 
room  on  the  circus  train  that  mea- 
sured 10  feet  by  12  feet  and  had  a 
private  shower  and  a  stove.  When  he 
left  one  year  later,  he  was  getting 
$550  a  week.  "I  left  loving  it,"  says 
Antekeier,  who  is  now  a  dialog  coach 
in  Hollywood.  "But  I  was  disap- 
pointed that  he  [Feld]  didn't  give  up 
more  money." 

Kenneth  Feld,  now  45,  is  the  un- 
disputed king  of  the  circus  world, 
and  arguably  one  of  the  tightest  men 
in  show  business.  He  owns  82%  of 
Irvin  Feld  and  Kenneth  Feld  Pro- 
ductions, Inc.,  a  holding  company 


Kenneth  Feld 
"My  goal  was  to 
have  the  largest 
live  entertain- 
ment company  in 
the  world." 
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|  Former 

I  Ringling  Bros, 
ringmaster 
Kristopher 
Antekeier 
"I  left  loving  it. 
But  I  was 
disappointed 
that  he  [Feld] 
didn't  give  up 
more  money." 


Kenneth's  father,  Irvin 
His  lifelong  dream: 
owning  The  Greatest  Show  on  Earth. 


whose  main  attractions  include  the 
Ringling  Bros,  and  Barnum  &  Bailey 
Circus,  Walt  Disney's  World  on  Ice, 
Siegfried  &  Roy  at  Las  Vegas'  Mi- 
rage Resort  and  George  Lucas'  Su- 
per Live  Adventure  show. 

The  company  also  owns  the 
world's  only  life-size  replica  of  the 
U.S.  space  shuttle  (it's  now  on  tour 
in  Korea),  a  circus  equipment  manu- 
facturer called  Hagenbeck-Wallace, 
a  circus  concessions  business  called 
Sells-Floto,   and    owned    half  of 


P.T.  Barnum 
Original  master 
showman. 


Broadway's  very  recent  hit  show  Fool 
Moon. 

It's  a  hodgepodge  of  entertain- 
ment assets,  but  they  pull  in  the 
crowds.  The  circus  plays  to  almost 
1 1  million  people  every  year,  the  ice 
shows  to  15  million  and  the  other 
shows  to  another  couple  of  million. 

Together  they  take  in  around 
$300  million  at  the  gate;  but  the  real 
money  is  made  not  on  ticket  sales 
but  at  the  concessions.  Flashlights 
with  a  tiger  on  top,  for  example,  cost 


Feld  less  than  $2  each  and  retail  for 
$9.  A  bucket  of  cotton  candy  costs 
less  than  10  cents  to  make;  Feld  sells 
it  for  $6.  Feld's  concessions  gross 
around  $200  million  a  year;  by 
Forbes'  estimates,  about  half  of  that 
is  pure  profit  before  taxes.  Very  con- 
servatively, Forbes  estimates  that 
Feld  is  worth  over  $300  million. 

The  circus  has  changed  over  the 
years — indoor  arenas  have  replaced 
the  big  top,  for  example — but  it  is 
still  a  labor-intensive  business.  Al- 
ways will  be.  Which  is  why  Kenneth 
Feld  keeps  such  a  tight  lid  on  payroll 
costs.  "He  doesn't  offer  you  more 
money,"  former  ringmaster  Ante- 
keier says,  "he  offers  you  more 
[space  in  the  railway]  car  instead." 

At  the  top  of  the  Feld  heap,  blond- 
haired  Gunther  Gebel-Williams,  the 
famous  animal  trainer,  gets  his  own 
personal  railcar.  To  get  Gebel-Wil- 
liams, Feld  had  to  buy  a  German 
circus  for  $2  million  in  1968. 

Even  with  a  lot  of  "car,"  life  on 
the  road  is  a  grueling  experience. 
Each  of  Feld's  circuses  (there  are 
actually  two  complete  troupes,  to 
double  the  number  of  play  dates)  is 
on  tour  for  two  years  at  a  time,  with 
four  weeks  of  rest  in  between. 

Robert  Zeiser,  a  former  Ringling 
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I  One  day,  you're  on  one  side  of  the  An  exquisite  blend  of  the  finest  aged 
1  generation  gap.  Inevitably,  ,  /^-r*^x   malt  whiskies,  heather 

the  next  day,  you  wake 

up  and  you  find  yourself  \sujum/  creates  a  unique  taste  that 

Ion  the  other.  No  need  to  fret  -      pleasantly  lingers.  After  all,  it's 

instead,  celebrate  your  passage  to  not  that  bad  being  a  grown-up. 
!  adulthood  with  a  toast  of  Drambuie.  YOUR  TIME  HAS  COME. 


honey  and  delicate  herbs 


Ringling  Bros,  and  Barnum  &  Bailey 

clown,  recalls  long  days  and,  at 
times,  performances  six  days  a  week. 
Clowns  are  under  contract  to  per- 
form 13  shows  a  week.  Pay:  over 
$250  a  week,  or  some  $20  a  show. 

Stretch  limos?  Fancy  meals?  Not 
in  Feld's  show  business.  In  past 


years,  Feld's  performers  were  known 
to  pay  $10  a  week  to  live  on  the 
circus  train  and  pay  for  subsidized 
food.  They  also  pay  25  cents  for  the 
shuttle  bus  that  takes  them  from  the 
arena  to  the  train. 

There  are  ways  to  make  a  little 


"Mommy,  mommy, 

I  want  some  cotton  candy" 

Turning  sugar  and  air  into  gold. 


extra  money.  Many  clowns  pocket 
an  extra  $20  or  $30  a  night  as  roust- 
abouts. When  Feld  films  a  show  for 
videocassette  sales,  he  is  careful  to 
buy  out  his  employees'  performing 
rights.  Antekeier  says  he  received 
$1,000  in  1986  to  waive  the  rights 
to  his  performance.  The  clowns,  says 
Zeiser,  were  each  paid  $200. 

While  he  keeps  a  tight  rein  on 
payroll  costs,  Feld's  toughest  bar- 
gaining is  where  the  real  money  is — 
concession  stands.  While  promoters 
of  even  the  largest  pop  acts — Bette 
Midler,  say,  or  the  Grateful  Dead — 
are  coughing  up  close  to  35%  of  their 
concessions  sales  as  well  as  a  percent- 
age of  ticket  gross  to  the  arenas  they 
play  in,  Feld  generally  keeps  all  of  the 
concession  sales  to  himself.  (One 
exception:  New  York's  Madison 
Square  Garden,  where  Ringling 
Bros,  and  Barnum  &  Bailey  Circus 
first  played  as  a  merged  show  in 
1919.) 

How  does  Feld  get  away  with  it? 
Simple.  The  arena  owners  need  him 
more  than  he  needs  them. 

"You  know  the  circus  will  be  there 
year  after  year,"  says  Bob  Castro-, 
novo,  assistant  general  manager  of! 


A  Ringling  tour 
lasts  two  years,  with 
four  weeks  off. 
It's  not  easy,  but 
it's  worth  it 
Ringling  on  the 
resume  is  as  good 
as  a  Hollywood 
credit  and  sought 
after  the  world 
over. 
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[New  York/New  Jersey's  Brendan 
Byrne  Arena  at  the  Meadowlands. 
Ikpart  from  predictable  income,  Cas- 
Ironovo  adds,  Ringling  is  a  chance 
Jor  the  Meadow  lands  to  show  that  it 
k  part  of  the  American  tradition,  an 
Important  part  of  family  entertain - 
Bnent.  The  circus  attracts  school  and 
l  ivic  groups,  families  and  other  seg- 
Ihents  of  society  that  won't  normally 
lome  to  see  some  of  the  other  regu- 
lar events  at  the  arena.  "If  the  circus 
llidn't  come  here,  it  would  be  like  an 
lipen  wound  to  us  that  they're  not 

ere,"  says  Castronovo. 
I  A  concession  industry  operator 
uts  it  differently.  "Ringling  Bros, 
'as  more  clout  than  God." 
'  Feld  makes  no  apologies  for  play- 
ig  tough  with  the  arena  owners.  "If 
have  something  that  is  very  valu- 
ble,  I  protect  it,"  he  says.  "If  some- 
He  else  wants  it,  they  are  going  to 
ave  to  pay  dearly.  I  don't  know  if 
hat's  'tough',  but  that's  what  I  call 
oing  business." 

i  Kenneth  Feld  got  into  the  circus 
usiness  by  way  of  his  father,  Irvin 
eld.  Starting  in  the  1940s,  Irvin 
eld  parlayed  a  little  drugstore  in  a 
oor  section  of  Washington,  D.C. 


into  a  record  retailing  and  produc- 
tion company.  In  1948  he  began 
promoting  music  acts — initially  the 
jazz  and  blues  acts  of  Duke  Elling- 
ton, Nat  King  Cole  and  Buddy  Holly 
and  the  Crickets,  and  later  rock  'n' 
rollers  like  Bill  Haley  and  the  Com- 
ets, the  Platters,  Fats  Domino, 
Chubby  Checker,  the  Beatles  and 
the  Rolling  Stones.  Today  the  per- 
formers and  their  agents  pocket 
most  of  the  money  from  concerts, 
but  back  then  promoters  like  Feld 
held  the  upper  hand  and  made  most 
of  the  money.  That's  the  way  it  still  is 
at  Ringling  Bros. 

According  to  Feld  family  lore,  Ir- 
vin Feld  as  a  young  boy  wanted  to 
own  the  Ringling  Bros,  and  Barnum 
&  Bailey  Circus.  In  1955,  as  a 
grown-up  businessman,  he  tried  to 
buy  it.  At  the  time  the  Ringling  Bros, 
and  Barnum  &  Bailey  Circus  hadn't 
changed  much  from  the  days  of 
Toby  Tyler.  The  circus  was  still  tour- 
ing with  canvas  tents  and  1 ,000  per- 
formers and  roustabouts;  yet  the  cit- 
ies were  developing  downtown  are- 
nas and  forcing  the  circus  to  pitch  its 
tents  farther  and  farther  out  of  town. 

Feld  approached  John  Ringling 


North,  a  family  descendant  and 
owner,  and  suggested  that  he  get  rid 
of  his  tents  and  roustabouts  and 
stage  the  show  in  downtown  arenas. 
North  reportedly  threw  Feld  out  of 
his  office,  but  that  didn't  help  the 
circus'  precarious  finances. 

The  following  year  North  aban- 
doned tradition  and  gave  Feld  the 
right  to  book  North's  circus  into 
arenas  and  stadiums  all  over  the 
country.  More  than  a  decade  later 
North  sold  the  circus  to  Feld  for  $8 
million  cash.  The  deal  was  signed 
with  much  hoopla  on  Nov.  11,1 967 
at  the  Colosseum — the  real  one,  in 
Rome,  that  is. 

Feld  immediately  set  about  mak- 
ing sure  he  got  his  money's  worth. 
He  fired  most  of  the  older  perform- 
ers and  created  Ringling  Bros.'  now 
famous  Clown  College,  an  institu- 
tion that  was  aimed  at  bringing  new 
excitement  and  energy  to  w  hat  had 
become  a  mature  show  business 
product  (see  box,  p.  74).  To  leverage 
his  new  brand  name,  Feld  spent 
heavily  on  national  marketing  cam- 
paigns, created  a  second  unit  of  the 
circus  and  had  both  units  touring 
different  cities  at  the  same  time. 


Fly  in  the  U.S.  See  more  of  Europe. 


Because  USAir  is  now  part  of  British  Airways  Executive  Club*  Frequent  Traveller  Programme,  you  can  apply  the  miles 
you've  earned  on  USAir  towards  both  international  and  domestic  travel  awards  on  British  Airways  and  its  partners.  Now  you 
can  see  a  lot  more  of  the  world.  It's  the  way  we  make  you  feel  that  makes  us  the  world's  favourite  airline. 


|  British  Airways 

The  world's  favourite  airline!^^ 


Ringling  Bros,  and  Barnum  &  Bailey 


In  1969  Fold  sold  10%  of  the 
company  to  the  public.  Two  years 
later  he  sold  the  rest  to  toymaker 
Mattel  Inc.  for  $50  million  in  stock 
and  a  lucrative  deal  to  stay  on  and 
run  the  show.  When  Mattel  got  into 
financial   trouble    in    1982,  Held 


bought  the  business  back  for  $22.8 
million,  cash. 

.When  Irvin  Held  died  in  1984,  son 
Kenneth  had  been  with  the  business 
full  time  for  14  years  and  had  already 
shown  a  talent  for  cutting  deals  that 
maximized  the  Felds'  power  over 


their  performers.  In  1979,  for  exam 
pie,  the  Felds  used  Mattel's  moni 
to  buy  the  Ice  Follies  and  Holiday  an 
Ice  shows,  as  well  as  the  Siegfried  & 
Roy  illusion  show.  The  ice  show; 
quickly  demonstrated  a  weaknes. 
from  the  owners1  point  of  view:  Thi 


Degree  in  clowning 

Why  do  people  work  for 
Kenneth  Feld's  Ringling 
Bros,  and  Barnum  &  Bai- 
ley Circus  for  a  few  hun- 
dred dollars  a  week?  Ad- 
venture, for  one  thing;  a 
good  entry  on  a  resume, 
for  another. 

"Living  on  the  train 
was  the  best  part  of  the 
job,'1  said  Robert  Zeiser, 


w  ho  quit  college  to  attend 
Ringling  Brothers' 
( ;iown  College  and  worked 
for  Fcld  from  1986  to 
1988,  at  around  $180  a 
week.  Zeiser  now  works 
as  a  fre elance  pe  r form e  r Re- 
cently appearing  in  Japan 
and  Korea.  Far  from  be- 
grudging Feld  his  low  sal 
aries,  Zeiser  feels  he  was 


lucky  to  get  his  foot  in 
Ringling  Bros.'  prestigious 
door.  "My  price  has  gone 
up,"  he  says,  "but  so  has 
my  experience." 

Feld's  eight-week 
Clown  College  costs  about 
$2,500  to  attend.  Its 
graduates  are  not  guaran- 
teed a  job  with  Ringling 
Bros.  Kenneth  Feld,  who 
personally  selects  every 
circus  act,  is  said  to  be  so 
tough  in  the  clown  try- 


outs  that  the  auditions  havi 
been  half- mockingly  la- 
beled "Nurembergs." 

One  of  the  Clown  Col 
lege's  best-known  alumni 
is  Bill  Irwin.  He  never 
worked  for  Ringling  after) 
graduation  but  rather  set 
out  on  his  own  and  recentl' 
starred  in  his  second  hit 
broadway  show,  Fool  Moon 
The  show's  coproducer: 
Kenneth  Feld. 

-R.L.F.  I 


Backstage  at 
Ringling's 
Clown  College: 
making  clowns 
respectable 
Says  Broadway 
star  and  degree 
holder  Bill  Irwin: 
"I'm  proud  of 
the  word." 
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shows  were  too  dependent  on  a  sin- 
gle skating  star  who  demanded  too 
big  a  slice  of  the  gate. 

Kenneth  Feld,  then  just  32,  came 
up  with  the  solution:  fire  the  star 
skaters  and  replace  them  with  car- 
toon characters  licensed  from  Walt 
Disney. 

This  year  Feld  will  produce  five 
Walt  Disney  on  Ice  shows  world- 
wide, expanding  to  six  next  year. 
Industry  insiders  say  that  the  Disney 
ice  shows  are  the  only  moneymaking 
ice  shows  on  the  circuit  today. 

Long  before  his  father  died  Ken- 
neth Feld  wanted  to  expand  over- 
seas, but  the  elder  Feld  didn't  want 
to  take  the  risk.  Within  two  years  of 
Irvin  Feld's  funeral  the  ambitious 
i  son  took  the  Feld/Disney  ice  show 
:to  Japan,  where  it  was  a  huge  suc- 
cess. He  later  branched  out  to  Eu- 
rope and  toured  the  ice  shows  in 
South  America,  Southeast  Asia  and 
Australia. 

In  1988  he  sent  160  Ringling 
Bros,  performers  and  1 00  animals  on 
a  seven-month  tour  of  Japan. 

How  much  bigger  can  Feld  make 
the  business?  To  an  extent,  the 
growth  of  Irvin  Feld  and  Kenneth 


Feld  Productions  in  the  1990s  is 
dependent  on  the  same  thing  it  was 
dependent  on  in  the  1970s:  arenas. 
Allen  Bloom,  executive  vice  presi- 
dent, says  the  company  wants  to  put 
the  circus  on  a  first-ever  world  tour, 
but  worries  about  the  availability  of 
large  arenas  around  the  world.  New 
arenas  that  have  opened  in  Europe 
and  South  America  are  encouraging 
signs,  Bloom  explains,  but  at  this 
point  the  idea  is  just  that,  with  the 
possibility  becoming  reality  no 
sooner  than  1995. 

Back  home,  Feld  has  branched  out 
into  other  businesses,  some  of  which 
he  has  put  on  hold.  For  example,  the 
circus  had  retail  outlets  in  four  cities 
selling  Ringling  Bros,  novelties.  But 
blaming  the  recession,  he  closed 
three  of  them  last  fall. 

So  Feld's  growth  will  probably 
have  to  come  from  what  he  knows 
best:  promoting  a  circus  with  the 
lowest  possible  overhead  and  clever- 
est packaging.  An  example  of  the 
latter:  In  1990  Hollywood's  George 
Lucas,  of  Star  Wars  and  Indiana 
Jones  fame,  wanted  to  display  a 
bunch  of  props  from  Star  Wars,  Wil- 
low, American   Graffiti,  Indiana 


Jones  and  the  Temple  of  Doom  and 
some  of  his  other  movies  on  an  exhi- 
bition tour.  But  the  Lucas  people 
didn't  really  know  how  to  do  it. 
They  approached  Feld  with  the  idea. 
Feld  suggested  much  more  flash, 
and  Lucasfilm's  management  went 
along  for  the  ride. 

Feld  licensed  the  rights  to  the 
property  and  put  together  a  major 
spectacle  that  combined  music, 
dance,  acting,  film  clips  and  special 
effects  in  live-action  reinterpreta- 
tions  of  the  films.  Earlier  this  year  he 
took  the  show  on  the  road  to  Japan. 
The  show,  George  Lucas'  Super  Live 
Adventure,  played  for  four  months 
in  Japan  and  was  a  huge  commercial 
success. 

Says  Howard  Roffman,  the  Lucas- 
film  executive  who  initiated  the  talks 
with  Feld:  "In  a  million  years 
[George  Lucas]  would  not  have 
thought  to  do  something  like  that. 
Feld  definitely  created  a  new  type  of 
entertainment." 

If  Kenneth  Feld  can  outcreate 
Hollywood's  most  creative  people — 
and  keep  costs  in  line — the  future  of 
Ringling  Bros,  and  Barnum  &  Bailey 
is  in  good  hands.  St 


Fly  to  Europe.  See  more  of  the  U.S. 


Use  the  miles  you've  earned  flying  British  Airways  internationally  towards  travel  awards  throughout  the  U.S.  Because  USAir, 
American  Airlines"'  and  Alaska  Airlines  are  all  part  of  British  Airways  Executive  Club"  Frequent  Traveller  Programme,  you  can 
see  a  lot  more  of  the  U.S.  It's  the  way  we  make  you  feel  that  makes  us  the  worlds  favourite  airline. 


British  Airways 

The  world's  favourite  airline^i^^ 


Its  critics  used  to  dismiss  Warner-Lambert 
as  a  mouthwash  and  chewing  gum  company. 
But  with  the  Clintons  in  the  White  House, 
those  mundane  products  are  looking  pretty  good. 

Failure  focuses 
the  mind 

By  Seth  Lubove 

Like  many  youngsters  who  grew  up  consumer  and  confectioner)-  prod-  price  controls  a  real  possibility  in  Bill 
in  Hamilton,  Ont.,  Melvin  Goodes  ucts — a  major  reason  why,  of  the  nine  Clinton's  Washington,  Warner- Lam- 
played  ice  hockey.  But  Goodes,  a  big  pharmaceutical  firms  followed  by  bert's  mundane  consumer  products 
lanky  and  smooth-faced  Gregory  Salomon  Brothers"  Mariola  Haggar,  look  more  exciting.  If  breath  mints 
Peck  look-alike,  played  goalie — in  the  Warner- Lambert's  1 1 .5%  net  margin  and  gum  don't  have  the  high  margins 
days  before  goalies  wore  protectee  last  year  was  the  smallest,  far  south  of  of  patented  drugs,  at  least  it's  unlikely 
face  masks.  "My  face  didn't  get    Merck  &  Co. 's  25%  margin.  the  government  will  ever  dictate  their 

marked  up  because  I  didn't  stop  many       But  suddenly,  with  health  care    prices.  Says  Salomon  Brothers' Hag- 
pucks,"  jokes  Goodes  with  character- 
istic self-deprecation.  | 

As  a  rising  executive  at  Warner-  f 
Lambert  Co. — and,  since  1991,  the  f 
drug  company's  chairman  and  chief 
executive — Goodes  has  gotten 
roughed  up  plenty,  by  Washington 
and  the  Wall  Street  community. 
WTiereas  competitors  like  Merck, 
Syntex  and  Schering-Plough  were 
coining  money  with  new  prescription 
drugs  during  the  1980s,  Warner- 
Lambert  was  li\ing  off  past  successes. 
Oxer  the  past  quarter- century  the 
company  has,  so  far,  deyeloped  just 
one  major  drug  product — Lopid,  a 
top-selling  cholesterol  regulator  that 
came  off  patent  this  year. 

Indeed,  in  1992  Warner-Lambert 
spent  SI. 3  billion  on  adyertising  and 
promotion,  compared  with  S473  mil- 
lion on  research  and  development. 
No  surprise,  then,  that  of  the  compa- 
ny's 15  products  with  sales  of  over 
S 1 00  million  last  year — the  standard 
of  a  successful  product — only  5,  in- 
cluding Lopid,  were  medical  prod- 
ucts. The  rest  were  everyday  consum- 
er products — like  Halls  lozenges,  Lis- 
terine  mouthwash,  Schick  shaving 
products,  Certs  mints,  Rolaids  antac- 
ids, Clorets  and  Trident  gum.  Warner-Lambert's  Melvin  Goodes  (left)  and  Lodewijk  de  Vink 

Last  year  60%  ot  Warner-Lam-     "The  philosophy  here  is  a  restless  discontent  with  the  status  quo." 
bert's  S5.6  billion  in  sales  came  from  ^^BH 
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nalysts  covering  companies  in  36  countries  provide  thorough  research  about  the  world's  fastest-growing  markets. 


Our  in-depth  research  helps  Financial  Consultants 
connect  investors  to  markets  overlooked  before. 


Your  Financial  Consultant  can  offer  insights  into  investments 
>u  may  never  have  heard  of,  let  alone  invested  in.  From  locations 
ound  the  globe,  we  have  over  55  professionals  who  focus  on 
lalyzing  international  companies,  debt  and  equity  markets, 
onomies,  and  political  climates. 

Our  Global  Research  Division  provides  coverage  and  timely 
)mmentary  on  the  most  recognized  markets.  They  also  research 
nerging  markets  such  as  those  in  Argentina,  Indonesia,  Malaysia, 
[exico,  and  The  People  s  Republic  of  China.  Our  fundamental 
luity  analysts  hold  investment  opinions  on  about  375  companies 
cated  outside  the  U.S. 
Another  way  Merrill  Lynch  helps  investors  diversify  interna- 
nally  is  through  Merrill  Lynch  Asset  Management  (MLAM),  our 
ultinational  investment  management  unit.  Its  staff  of  senior  port- 
lio  managers  and  research  analysts  search  the  world  for  invest- 
ent  opportunities. 

Access  to  these  resources  enables  a  Merrill  Lynch  Financial 
jnsultant  to  provide  you  with  investment  oppormnities.  But  first. 


he  or  she  will  review  your  portfolio,  risk  tolerance  and  overall  goals. 

To  learn  more  about  what  a  difference  emerging  markets 
opportunities  can  make  for  you,  call  a  Merrill  Lynch  Financial 
Consultant. ' 

The  difference  is  Merrill  Lynch. 


Call  1-800-MERRILL,  ext.  3082 

Return  to:  Merrill  Lynch  Response  Center 
P.O.  Box  30200 

New  Brunswick,  NJ  08989-0200 
Please  send  me  a  copy  of  the  global  research  report,  "Investment 
Opportunities  in  Emerging  Markets." 

Name:  


Address: . 
City:  


State: 


Zip: 


Home  Phone: 


Business  Phone: 


Merrill  Lynch  clients,  please  give  the  name  and  location  of  your  Financial  Consultant: 


Merrill  Lynch 


1993  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


Special  considerations  are  involved  in  international  investing,  including  currency  risk. 


Warner-Lambert 


gar:  "The  irony  is  that  their  [  Warner- 
Lambert's  |  past  weaknesses  are  turn- 
ing into  their  advantage  because  of 
health  care  reform."  So  while  Merck's 
stock  has  fallen  29%  since  the  begin- 
ning of  the  year,  Warner- Lambert's  is 
about  even. 

Goodes,  now  58,  knew  he  had  to 
refocus  Warner  Lambert  in  1991, 
when  he  got  the  top  job.  The  compa- 
ny was  trying  to  win  the  hood  &  Drug 
Administration's    approval    for  its 


Cognex  treatment  for  Alzheimer's 
disease;  Warner-Lambert  hoped 
Cognex  would  be  a  blockbuster  drug 
that  would  eventually  replace  its  Lo- 
pid  cholesterol  drug,  whose  patent 
was  due  to  expire  in  January  1993. 
But  the  hopes  collapsed  when  an  FDA 
advisory  committee  turned  thumbs 
down  on  Cognex.  (Finally,  this  year, 
Warner-Lambert  received  FDA  ap- 
proval for  Cognex;  the  drug  may  or 
may  not  be  a  blockbuster,  depending 
on  whom  you  ask. ) 

Confronted  with  the  FDA's  rejec- 
tion, the  then  new  management  team 
of  Goodes  and  Lodewijk  de  Vink, 
now  48,  president  and  chief  operating 
officer,  decided  that  Warner-Lambert 
would  have  to  find  new  ways  to  grow, 
without  a  big  new  drug. 

"We  knew  we  had  to  deal  with 
reality,"  says  de  Vink,  a  native  of  the 
Netherlands  who  previously  spent  1 7 
years  at  Schering-Plough.  "It's  like 
being  on  death  row.  All  of  a  sudden 
you  get  your  priorities  in  order." 

Their  first  priority  was  cutting 
Warner-Lambert's  overhead.  Barely 
three  months  into  his  new  job, 
Goodes  took  an  aftertax  charge  of 
$418  million  to  cover  the  cost  of 
closing  plants,  axing  2,700  jobs  and 


reorganizing  international  manage- 
ment ranks  along  product  lines. 

For  their  second  priority — increas- 
ing revenues — Goodes  and  de  Vink 
came  up  with  a  three-part  strategy 
that  focused  on  developing  the  brand 
names  they  already  had,  acquiring  as 
well  as  forging  alliances  with  other 
drug  and  consumer  product  firms  and 
turning  up  the  heat  on  new  product 
development.  At  the  same  time  they 
began  an  aggressive  push  overseas. 


8 
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Cool  Mint  Listerine 
production  line 
Wringing  new 
growth  from 
a  114-year-old 
product. 

Thanks  to  its  depth  in  consumer 
products,  Warner-Lambert  is  the  na- 
tion's seventh-largest  advertiser,  with 
expenditures  last  year  of  almost  $760 
million — over  14%  of  sales — accord- 
ing to  Advertising  Age.  Part  of 
Goodes'  new  strategy  is  using  that 
marketing  and  distribution  savvy  to 
form  alliances  with  other  drug  com- 
panies that  want  to  establish  their 
branded  prescription  drugs  over-the- 
counter,  before  patents  run  out.  In 
July,  for  example,  Warner-Lambert 
signed  agreements  with  Wellcome 
Pic.  to  bring  its  Zovirax  antiviral  drug 
over-the-counter,  and  with  Glaxo 
Holdings  Pic.  to  market  an  over-the- 
counter  version  of  its  hugely  success- 
ful Zantac  antiulcer  treatment.  Zo- 
virax and  Zantac  are  two  of  the 
world's  ten-largest-selling  prescrip- 
tion drugs. 

Goodes  and  de  Vink  had  to  deal 
with  the  reality  that  some  of  Warner- 
Lambert's  best  consumer  brand 
names  were  old  and  getting  tired. 
Listerine,  for  instance,  has  been 
around,  basically  unchanged,  for  114 
years;  Dentyne  is  almost  a  century 
old.  To  wring  new  money  from  these 
old  products,  Goodes  and  de  Vink 
came  up  with  what  they  call  a  swat 


program — "sell  what's  available  to- 
day." The  result  has  been  such  prod- 
uct extensions  as  Cool  Mint  Listerine, 
and  a  19%  growth  in  Listerine  sales  in 
1992,  compared  with  fiat  sales  the 
year  Goodes  took  over. 

Goodes  and  de  Vink  also  aggres- 
sively pushed  the  brands  overseas. 
This  was  the  object  behind  the  inter- 
national management  shakeup.  Un- 
der the  pre-Goodes  system,  each  for- 
eign market  was  run  by  the  product! 
group  that  was  strongest  in  that  mar- 
ket. In  Germany,  for  instance,  95%  of] 
Warner- Lambert's  business  came 
from  pharmaceuticals,  so  consumer; 
products  were  treated  as  orphans.  It} 
was  the  opposite  in  Mexico,  wherei 
Warner- Lambert's  Chiclets  brand  of 
gum  is  like  a  national  institution.  Un- 
der the  new  organization,  each  prod- 
uct group — pharmaceuticals,  con- 
sumer health  care  and  confection- 
ery— is  overseen  by  a  sort  of  executive 
czar  at  Warner- Lambert's  Morris 
Plains,  N.J.  headquarters.  The  prod- 
uct czar  decides  where  and  how  to 
push  his  products. 

The  shakeup  cost  a  lot  of  bad  feel- 
ings, but,  says  Goodes:  "In  a  global 
era  these  are  the  things  you  have  to 
do."  Early  indications  suggest  he  did 
the  right  thing.  Warner- Lambert's! 
overall  sales  outside  the  U.S.  grew  last! 
year  by  14%,  compared  with  8%  do- 
mestically. For  some  of  the  older 
brand  names  the  results  are  spectacu- 
lar. Sales  of  Warner- Lambert's  Clor- 
ets  chewing  gum,  for  example,  have 
risen  166%  since  1988,  to  $200  mil- 
lion, with  most  of  the  growth  coming 
from  outside  the  U.S.  Brands  may  be 
under  attack  in  die  U.S.,  but  they  are 
still  highly  prized  outside  it. 

Warner-Lambert  isn't  free  of  prob- 
lems. A  consent  decree  in  August  with 
the  FDA  temporarily  halted  produc- 
tion at  six  of  the  company's  drug 
manufacturing  facilities.  The  FDA  has 
forced  Warner-Lambert  to  go 
through  an  expensive  certification 
program,  which  will  cost  the  compa- 
ny at  least  $150  million  in  sales,  and 
leave  it  with  flat  full-year  earnings  of 
around  $4.80  a  share. 

But  much  more  important  is  the 
opportunistic  mind-set  Goodes  and 
de  Vink  have  brought  to  the  compa- 
ny. "The  philosophy  here,"  says 
Goodes,  "is  a  restless  discontent  with 
the  status  quo." 
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Introducing  second  business 

day  service  to  Europe 
by  noon,  or  your  money  back: 


For  those  of  you  who  believe 
every  second  counts, 

that's 18,000  seconds  sooner 
than  the  competition. 


Once  again  Federal  Express  is  shaking  up 
the  world  of  shipping.  Because,  now,  while 
everybody  else  is  still  trying  to  get  your 
package  delivered  by  5  pm  the  second  busi 
ness  day,  Federal  Express  can  deliver  to 
over  50  cities  across  Europe  by  noon 
the  second  business  day  from  much 


of  the  U.S.  If  we  don't,  we'll  refund  your  ship- 
ping charges!  Imagine  what  you  can  do  with 
five  hours  to  gain  and  nothing  to  lose.  For 
more  information  about  our  new  noon  service 
or  about  the  thousands  of  other  cities  across 
Europe  that  we  serve,  just  call 
1-800-247-4747  (TDD:  1-800-238-4461). 


Our  Most  Important  Package  Is  Yours. 


Next  day  service  to  selected  destinations  in  Europe  is  available  from  New  York  City.  Please  call  for  details. 
•Select  postal  codes  within  each  city  qualify  for  second  day  by  noon  delivery  to  Europe  with  the  mcney-back  guarantee 
See  the  current  Federal  Express  guide  for  details  and  limitations.  ©1993  Federal  Express  Corporation. 


Your  equity  offering  is  20  minutes  old  and  the  bears  think  they  smell  brea 


You  knew  this  wouldn't  be  easy. 

The  market's  been  turbulent.  This  morning's  news 
from  Europe  sent  interest  rates  up,  the  dollar  down  and 
the  futures  markets  to  discounts.  So  trading  has  been 
slack  from  the  opening  bell,  and  now  the  bargain  hunters 
are  trying  to  cut  your  price. 


This  is  a  crucial  moment  for  you  —  and  your  inv 
ment  bank.  It's  why  you  were  so  careful  in  selecting  ther 

They  did  their  homework  and  won  your  busine 
Then  they  sat  with  you  and  built  a  strategy.  Struck  the 
right  balance  for  your  issue's  size  and  price.  Searched  tJ 
world  markets  for  the  right  core  investors  —  pinpoint! 


Chicago  Frankfurt  Hong  Kong  London  Los  Angeles  Luxembourg  Madrid  Melbourne  Milan  New 


ones  who'd  make  long-term  commitments. 

They  set  up  satellite  presentations  to  analysts, 
t  on  the  road  with  you.  Put  all  their  firms  resources 
i disciplines  to  work  for  you.  And  came  up  with  useful 
all  along  the  way. 
But  right  now,  none  of  that  counts. 


It's  what  they  do  in  the  next  five  to  ten  minutes  that 
will  tell  the  story. 

You  know  they'll  stand  firm.  You  chose  these 
people  because  of  their  reputation  —  not  just  for  having 
certain  intellectual  and  financial  capacities  —  but  for 
knowing  when  and  how  to  use  them. 

MORGAN  STANLEY 


San  Francisco  Seoul  Singapore  Taipei  Tokyo  Toronto  Zurich 


When  people  blame  layoffs  or  loan  rejections  on  racism, 
they  are  often  relying  on  a  statistical  fallacy. 

The  skinny  black 
Marine  and  the 
fat  white  Marine 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Asa  young  Marine,  I  was  sometimes 
surprised  when  someone  in  the  bar- 
racks called  me  "Spurlock"  or  called 
Spurlock  "Sowell."  Since  I  was  a  skin- 
ny black  Marine  and  Spurlock  was  a 
fat  white  Marine,  it  seemed  to  me  that 
people  shouldn't  have  had  so  much 
trouble  telling  us  apart. 

"I  know  the  lighting  in  here  is 
bad,11  I  said,  "but  it's  not  that  bad." 

Little  did  I  realize  that  I  was  witness- 
ing one  of  the  big  pitfalls  in  statistics, 
what  the  statisticians  call  "multicollin- 
earity" — the  fact  that  it  is  difficult  to 
tell  what  causes  what,  when  some  vari- 
ables regularly  occur  together. 

Spurlock  and  I  were  card  sharks  who 
played  as  partners.  Whenever  some  of 
our  rivals  on  the  other  end  of  the 
barracks  had  a  winning  streak  going 
and  felt  that  this  was  their  lucky  day, 
they  would  yell  out  the  challenge: 

"Bring  on  Sowell  and  Spurlock!" 

Then  the  two  of  us  would  appear — 
together. 

Because  we  appeared  together,  guys 
who  saw  us  down  at  their  end  of  the 
barracks  only  on  these  occasions  were 


never  sure  who  was  named  Sowell  and 
who  was  named  Spurlock.  A  similar 
problem  occurs  in  statistics  all  the  time, 
producing  similarly  false  conclusions. 

Sulfur  and  molasses  were  once  used 
together  as  a  cure  for  spring  fever — and 
the  combination  worked.  Although 
the  molasses  was  used  to  cover  up  the 
taste  of  the  sulfur,  science  later  discov- 
ered that  the  sulfur  did  nothing  and  it 
was  the  molasses  that  was  effective. 
But,  if  they  had  relied  on  statistical 
correlations,  there  was  no  way  to  sepa- 
rate out  which  ingredient  caused  the 
cure,  since  the  two  went  togedier. 

In  so-called  "social  science"  re- 
search, people  are  forever  trying  to 
find  out  if  one  factor  causes  some 
result,  when  in  reality  that  factor  reg- 
ularly appears  with  other  factors  that 
could  just  as  easily  be  the  cause. 

When  statistics  revealed  that  black 
applicants  for  mortgage  loans  were 
turned  down  at  a  higher  rate  than 
white  applicants,  it  was  immediately 
assumed  in  the  media  and  in  politics 
that  race  was  the  reason.  But  black 
people  are  not  just  white  people  with 
deeper  tans.  There  are  numerous  other 
characteristics  that  go  along  with  being 
in  one  racial  group  rather  than  another. 

Income,  wealth,  credit  ratings  and 
stability  of  employment  are  just  some 
of  the  variables  that  go  together  with 
race.  None  of  these  things  is  genetic, 
any  more  than  basketball  ability  is 
genetic.  But  they  are  still  highly  corre- 
lated with  things  that  are  racial. 

Moreover,  the  very  same  statistics 
that  showed  black  mortgage  loan  ap- 
plicants being  turned  down  at  a  higher 
rate  than  whites  also  showed  whites 
being  turned  down  at  a  higher  rate 


than  Asian  Americans.  Did  anyone  be  I 
lieve  that  this  showed  discrimination 
against  whites  and  in  favor  of  Asians? 

Statistical  fallacies  by  themselvJ 
might  create  a  certain  amount  of  ran 
dom  mischief.  But  the  big  problem  h 
that  statistics  which  seem  to  confirrr 
the  dogmas  of  the  intelligentsia  an 
seized  upon  and  trumpeted  through) 
out  academia  and  the  media,  witn 
little  or  no  concern  for  "multicollinl 
earity"  or  any  of  the  other  pitfalls. 

A  recent  story  in  the  Wall  Street 
Journal  presented  statistics  on  the  ra 
cial  impact  of  layoffs  during  the  reccs 
sion  of  1990-91,  emphasizing  the  fac 
that  blacks  were  laid  off  at  a  higher  ran 
than  whites  or  others.  Although  thi 
was  a  "news"  story,  as  distinguisheo 
from  an  editorial,  the  story  was  sum 
ciently  larded  with  quotations  alleging 
racism  that  it  was  clear  what  conclusion 
the  reader  was  supposed  to  draw. 

However,  the  very  same  statistic 
showed  that  Asian -American  worker 
fared  better  than  white  workers.  Evei 
among  laborers,  Asian -Americans  in 
creased  their  employment  at  a  tim 
when  black,  white  and  Hispanic  labor 
ers  were  all  losing  jobs.  Yet  no  on 
claimed  that  this  showed  discriminatioi 
against  whites  and  in  favor  of  Asians. 

In  all  these  cases,  far  more  than  raq 
is  involved  in  the  various  racial  d 
ethnic  comparisons.  All  four  of  thesj 
groups  differ  from  one  another  ii 
innumerable  ways,  both  quantifiable 
and  unquantifiable.  Not  only  do  thei 
test  scores  differ  in  schools,  thei 
Ph.D.s  receive  their  degrees  in  verj 
different  assortments  of  fields.  The 
differ  also  in  what  proportions  of  the! 
people  are  in  different  age  bracket! 
the  proportions  who  get  married  am 
their  ages  at  the  time  of  marriage. 

Moreover,  such  differences  can  b 
found  among  all  sorts  of  other  racid 
and  ethnic  groups  in  all  sorts  of  sociefl 
ies  around  the  world.  Yet  the  notiol 
that  people  would  have  the  same  static 
tics,  except  for  institutional  policies 
has  become  the  grand  dogma  of  thj 
intelligentsia — and  courts  of  law  hay 
made  that  dogma  the  basis  for  multi 
million-dollar  awards  and  settlements 

If  multicollinearity  is  enough  to  caul 
confusion  between  a  skinny  black  Ma 
rine  and  a  fat  white  Marine,  it  ought  t< 
be  enough  to  cause  people  to  hesitaten 
and  maybe  even  diink — before  blind! 
accepting  statistical  correlations.  ■ 
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A  suite  at  The  Fairmont  has  always 
en  considered  the  standard  of  luxury  in 
siness  travel. 

Indeed,  there  was  a  time  when  it  was  a 
:ury  afforded  to  only  the  very  few.  Or,  the 
■y  Important.  Like  Presidents.  Royalty, 
d  even  the  occasional  Pope. 


President  William  H.  Tart  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  President's  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
nfluence  to  get  a  suite  at  the  Fairmont 


Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in  Who's  Who  to 
;n  doors  at  The  Fairmont.  You  simply 
d  to  register  in  our  President's  Club. 
Every  time  you  check  into  a  Fairmont,  \ 
will  automatically  be  upgraded  to  a  suite, 
when  one  is  available, 
at  no  extra  charge. 
What's  more,  you'll  enjoy 
Iranteed  room  availability  whenever  you  make  your  reserva- 
|is  at  least  48  hours  in  advance  —  even  when  a  city  is  sold  out 
Jttvell  as  access  to  our  Health  Clubs  and  Business  Centers 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
Advantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
enroll,  just  call  1-800-522-3437. 
:el  makes  it  so  easy  for  guests  to 
experience  this  level  of  elegance,  comfort  and  style. 

But  then,  at  The  Fairmont,  we 
consider  a  Very  Important  Person 
and  a  guest  to  be  one  and  the  same. 


AMERICA'S  GRAND  HOTELS.  SINCE  1TO7 


tllCAGO 

H65 


Dallas 

s/2J 


New  Orleans 

*119 


San  Francisco 

H7S 


San  Jose/Silicon  Valley 

$12) 


President's  Club  benefits  apply  at  the  published  National  Corporate  rate  above,  rack  or  weekend  rates.  The  number  of  rooms  available  (or  this  promotion  ap;  limited.  American  Airlines  reserves  the  right 
to  change  the  AAdvantage  pn>gram  at  any  time  without  notice.  American  Airlines  and  AAdvantage  are  registered  trademarks  of  American  Airlines,  Inc. 


M&T  introdu 


Maximum 
Value. 

Minimum 

Hassle. 


All  year,  you  look  for  every 
advantage  for  your  business.  Now 
AT&T  introduces  one  advantage 
that'll  come  looking  for  you. 
Automatically. 

It's  called  Maximum  Advantage, 
the  latest  step  in  our  ongoing  com- 
mitment to  help  support  your  busi- 
ness with  an  extra  measure  of  per- 
sonalized service.  And  value. 
It's  coming  soon. 

Right  now,  AT&T  is  looking  for 
ways  to  maximize  your  long  dis- 


tance service  by  analyzing  your 
calling  patterns. 

Beginning  in  November,  we'll 
show  you  the  results  of  that  work. 

If  your  business  bills  over 
$200  a  month  with  AT&T,  you'll 
automatically  receive  a  Maximum 
Advantage  statement  in  the  mail, 
essentially  a  quarterly  account 
review  that  analyzes  whether 
you're  in  the  best  calling  plan  for 
your  needs. 

If  you  would've  saved  money 


by  being  in  a  different  plan,  w 
not  only  tell  you  on  the  staterr 
we'll  credit  you  the  amount  yc 
would  have  saved*  Automatic; 
And,  if  appropriate,  we'll  invito 
you  to  switch  to  that  plan. 

Every  three  months  therea 
we'll  send  you  further  updates 
ensure  that  you  always  receive 
AT&T's  best  service  and  lowest 
price,  even  as  your  business 
changes. 

We'll  help  you  manage  yo 


©1993  AT&T 

'Credit  is  for  the  difference,  if  any,  beiw.  i  ,  >ur  eligible  usage  and  usage  at  comparable  rates  tor  certain  AT&Tcallmg  plans  with  similar  access  type,  term,  and  revenue  commitments 
Subiecl  to  terms  of  AT&T  F.C.C.  Tariffs  No  i  and  No  2.  Does  not  take  into  account  factors  such  as  seasonal  calling  trends  All  plan-qualified  usage  excluding  billing  ad|ustments,  promo- 
tional credits,  and  other  exceptions.  Assume",  usage  remains  at  current  level.  %  savings  based  on  recommended  service. 
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Taximum  Advantage. 


Vant  more  ways  to 
ave?  Well  suggest 
options  like  term 
Starts,  inlernation- 
l  discounts  and  \ 
lirect  network  \ 
tccess. 


How  can  we  work 
larder  for  you 
ind  make  your 
ob  easier7  You  '11 
ind  the  answers 
wre— software-  . 
iased  bill  report-  ^\ 
\ng  and  analysis, 
ax  equipment 
nonitoring,  toll 
raud  protection, 
nd  much  more. 


AT&T  MAXIMUM  ADVANTAGE 


QUARTERLY  S 


I  AT&T 


Mr  Mort  Keshin 
President 

Mort  Keshin  &  Co.,  Inc. 
1044  Northern  Blvd. 
Roslyn,  NY  11576 


Maximum  Advantage  is  our  guarantee  that  you  .Jways  get  AT&TS  lowest  price*  After  any  quarter  in  which  you  have  at  least 
one  month  of  eligible  usage  over  $200,  you  will  receive  an  updated  statement  outlining  your  optimum  level  of  savings,  quality, 
and  value  based  on  our  analysis'  of  your  usage  patterns  during  qualifying  months- 


Automatic 

Credit 

Calculation 


Introductory  Triple  Bonus:  Credit  based  on 
August  billing  information  multiplied  by  3 


Your  eligible  AT&T  Long  Distance  and  Inlemauonal 

usage: 

Combine  all  your  AT&T'  Long  Distance  and  Al&T 
K00  Services  under  one  plan  and  [>ay  less. 


You  will 


automatically 


receive  this  triple  credit  on  your  December  bill. 


Additional 
Savings 

Recommendations 


Get  More  Value 
and  Quality 
From  Your 
AT&T  Service 


•  Increase  your  savings  to  5.5%"  by  extending  your  Term  Plan  to  24  months. 

•  Save  an  additional  10%  on  calk  made  to  your  two  highest-billed  countries  each 
month.  This  period,  they  were  Brazil  and  France,  Sign  up  today. 

•  Your  usage  suggests  you  could  benefit  from  direct  access  to  the  ATKT  Network. 

Gain  added  savings  and  convenience  Ask  your  Account  Executive  about  Tl  5  access. 

<  Plca.se  see  the  butt  for  more  details,  t 


■  Manage  your  costs  better.  Account  codes  track  expenses  and  a  variety  of  reports  help  you  letter 
allocate  costs.  Or  receive  your  bill  on  PC  diskette  to  analyze  calling  patterns  and  overall  costs. 

•  Your  satisfaction  is  guaranteed.  The  AT&T  Best  In  The  Business'"  Guarantee  assures  that  you  u  ill  lx- 
satisfied  with  every  call  or  we  will  give  you  a  credit. 

•  Quickly  soh/e  international  fzx  problems.  Our  international  fax  service  center  will  work  with  you 
to  identify  and  fix  international  transmission  problems. 

•  To  help  protect  your  business  against  toll  fraud,  AT&T  constantly  monitors  calling  patterns.  If 
potential  fraud  is  suspected,  we'll  contact  you. 


To  take  advantage  of  any  of  our  recommendations,  or  to  ask  any  questions,  contact  your  Account  Executive 
or  call  1  800  537-8700.  Please  see  the  back  of  this  statement  for  details  on  our  recommendations  and  instruc- 
tions on  how  to  get  more  information. 


If  you  would 
have  saved 
money  by  being 
in  a  different 
plan,  we'll 
automatically 
credit  your 
account. 


1  800  537-8700. 
Call  us.  Let  s  talk 
about  your  busi- 
ness and  the 
future. 


lecommunications  better.  So  you 
n  manage  your  business  better. 
Service  beyond  the  call. 
Maximum  Advantage  is  much 
ore  than  savings. 
Besides  making  sure  you're  in 
right  plan,  we'll  be  recom- 
)  ending  valuable  AT&T  services 
at  can  make  your  business  and 
pur  day  far  more  productive. 

Say,  for  example,  you  have  an 
1)0  number.  We'll  look  for  ways  to 
lp  you  manage  your  call  volume 


more  efficiently,  to  ensure  that  you 
won't  miss  important  customer 
calls.  Or,  if  you  make  international 
calls,  we  sponsor  a  program  that 
offers  trade  reports  and  industry 
analysis  for  over  70  countries  to 
help  expand  your  business.  We 
can  even  recommend  billing 
features  that  can  help  you  manage 
time  and  control  costs  more 
effectively. 

Now  the  best  has  gotten  even 
better.. with  Maximum  Advantage, 


the  easy  way  to  give  your  business 
the  ultimate  in  service  and  value. 
Automatically.  Maximum  value. 
Minimum  hassle.  From  AT&T. 

For  more  information  call: 
1  800  537-8700. 

SM 

AT&T.  The  Best  in  the  Business. 


AT&T 


Did  you  ever  see  a  centimillionaire  begging? 
Meet  Albert  Ueltschi. 

A  couple 
of  hustlers 


By  Toni  Mack 


Albert  Ueltschi, 

FlightSafety  International  founder  and 
Orbis  International  chairman 

"It's  like  your  children.  You  don't  do  it  all  for  them. 


Oi.ivkr  FOOT,  president  of  Orbis  In- 
ternational, is  pleading  for  money.  He 
must  raise  $4.5  million  in  the  next  few 
months  to  pay  for  the  nearly  complet- 
ed conversion  of  an  old  DC  10  air- 
plane into  a  flying  hospital  so  that 
skilled  eye  surgeons  can  operate  in 
places  where  their  type  of  skills  are 
lacking.  "The  bills  are  coming  in,"  he 
says.  "Could  you  please  work  that 
into  your  story?" 

Foot's  boss,  Forbes  Four  Hundred 
member  Albert  Ueltschi,  76,  of  Dal- 
las, could  easily  write  that  check  him- 
self for  Orbis,  the  New  York- based 
nonprofit  organization  that  outfits 
and  operates  the  flying  hospital.  One 
of  the  richest  men  in  the  country  from 
his  FlightSafety  International,  the  pi- 
lot-training company  he  founded  and 
still  runs,  Ueltschi  would  scarcely  miss 
the  cash. 

So  why  isn't  he  writing  the  $4.5 
million  check  himself?  "It's  like  your 
children.  You  don't  do  it  all  for  them. 
I  believe  very  strongly  that  most  peo- 
ple want  a  challenge,"  says  Ueltschi 
(pronounced  YOOl.-chee).  "And  I  like 
to  see  people  help  themselves." 

Ueltschi  knows  about  people  help- 
ing themselves.  The  youngest  of 
Kentucky  farmer's  seven  children,  he 
was  16  when  he  opened  a  hamburger 
shop  to  pay  for  his  flying  lessons.  In 
1937,  at  age  20,  he  sold  the  burger 
business — five  stands  by  then — for 
$100,000  and  began  flying  full  time. 
At  27  he  was  personal  pilot  to  Pan 
American  Airways  founder  Juan 
Trippe. 

Ueltschi  started  FlightSafety  in 
1951 — but  kept  flying  for  Trippe  and 
never  took  a  penny  out  of  his  own 
company  until  he  left  Pan  Am  1 7  years 
later.  Last  year,  while  FlightSafety 
netted  an  impressive  11%  of  its  $278 
million  in  revenues,  Ueltschi  took 
only  $342,000  in  compensation. 

Orbis  International  was  born  over  a 
lunch  some  20  years  ago  at  New 
York's  Sky  Club.  Ueltschi,  Trippe  and 
Trippe's  daughter,  Betsy  DeVecchi, 
were  brainstorming  with  Houston 
ophthalmologist  David  Paton,  who 
had  the  original  idea.  Could  an  oper- 
ating theater  be  squeezed  into  a  pas- 
senger aircraft?  Could  a  doctor  do 
surgery  aboard  a  plane  parked  on  a 
runway?  Ueltschi  flew  to  Houston  to 
watch  Paton  at  work  and  then  did 
tests  to  figure  out  whether  Paton's 
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c/camond rina &fi&  could 

— -  ~  A  -  ~a  Z       _  '  /jy 


Ill  always  remember  that 
jace.  The  smile  bordering  on 
a  tear  Silence  as powerful 
as  musie.  Eyes  as  lively  as  the 


e,  like  this  ring  featuring  a  brilliantly  cut 
uality  and  value,  as  well  as  the  name  of 


A  diamond  is  forever. 


Orbis  International 


|  Oliver  Foot, 

f  president  of 

?  Orbis  International 
"I've  gotten 
quite  good  at 
hustling  free 
meals  and  free 
hotel  rooms." 


IP1" 


idea  was  feasible.  It  was. 

Now  Orbis  needed  an  airplane.  So 
Ueltschi  started  making  the  rounds  of 
his  friends  at  the  airlines  and  aircraft 
manufacturers.  "Eventually  I  found 
myself  at  United  Airlines, "  he  says, 
"with  the  chairman,  Eddie  Carlson. 
He  told  the  president,  Dick  Ferris,  to 
give  us  a  plane."  Thus  did  Orbis  get, 
in  1978,  the  fourth  DC-8  ever  made. 
Its  depreciated  value  was  $300,000. 

But  the  search  set  an  important 
precedent.  Donated  supplies  and  ser- 
vices last  year  made  up  a  third  of 
Orbis'  $9.8  million  budget.  (The  rest 
came  from  donated  funds.)  United 
Airlines  kicks  in  over  $200,000  worth 
of  free  tickets  annually  to  ferry  doctors 
and  Orbis  staff  abroad.  Federal  Ex- 
press ships  thousands  of  pounds  of 
medical  supplies  pro  bono  to  far- 
flung  spots.  Brags  Foot  in  his  native 
English  accent,  "I've  gotten  quite 
good  at  hustling  free  meals  and  free 
hotel  rooms." 

Two  years  ago  Orbis  needed  help 
on  the  DC- 10  it  planned  to  buy  to 
replace  the  original  plane — now  the 
oldest  DC-8  still  flying.  So  Ueltschi 
called  Fred  Smith,  chairman  of  Feder- 
al Express.  Federal  Express  employees 


spent  hours  on  the  purchase  contract 
and  the  conversion  plans. 

This  year  Orbis  is  visiting  India, 
Sudan,  Uzbekistan  and  nine  other 
countries  where  eye  diseases  are  ram- 
pant and  treatment  scarce,  staying 
three  weeks  in  each  spot.  All  the 
aviators  and  medical  staff  are  volun- 
teers. "Some  of  these  surgeons  can  do 
12  operations  before  noon,  at  $4,000 
a  pop,  and  then  go  out  and  play  golf 
all  afternoon,"  says  Ueltschi.  "But 
they're  happy  to  donate  their  time." 

As  the  volunteer  surgeons  work  in 
the  plane's  operating  room,  Nepali, 
Thai  or  Nigerian  physicians  sit  in  what 
used  to  be  the  first-class  section  and 
watch  on  TV  screens,  asking  questions 
through  a  live  audio  hookup.  Typical- 
ly, Foot  persuades  local  governments 
or  surgical  equipment  makers  to  pro- 
vide expensive  new  gadgets — like 
ophthalmic  operating  microscopes, 
which  cost  about  $30,000  each — for 
the  native  doctors.  At  the  end  of  each 
trip,  Orbis  leaves  behind  videocas- 
settes  so  that  more  doctors  can  be 
trained. 

"It's  the  old  adage,"  says  Ueltschi. 
"Don't  give  a  hungry  man  a  fish. 
Teach  him  how  to  fish."  Ml 


HOTELS 

We  are  pieaseJ  to 
announce  two  additions  to  our 
family  of  fine  hotels: 

New  York 


Mil 


an 


Hotels 

united  states 

Austin 

Boston 

Chicago 

Lnicago 
(Ritz-Carlton) 

Houston 

Los  Angeles 

New  York 
(Trie  r  lerrej 

Newport  Beach 
Philadelphia 
San  Francisco 
Seattle 
Washington,  D.C. 
CANADA 
Montreal 

Toronto 

Toronto 
(Inn  on  the  Park) 

Vancouver 

UNITED  KINGDOM 

London 
(Inn  on  the  Park) 

JAPAN 
Tokyo 

Resorts 

Bali 

Minaki,  Canada 

Nevis,  WI. 

Dallas 
(Las  Colinas) 

Maui 
(Wailea) 

Santa  Barhara 
(TheBilt  more) 

For  reservations,  call  your  travel  counselor,  or  in  the  U.S. 
call:  (800)  332-3442;  in  Canada  call:  (800)268-6282. 


Four  Seasons 

Hotels  ♦Resorts 


ALL  YOUR  UNVOTED  WRINKLES 
WIIXWISH  MIRACULOUSLY 
ITU  I  NAN  HOUR. 


She  will  collect  your  rumpled  suit  at  7,  press  it  to  perfection,  then  unfailingly  return  it  to  your  room 
by  8.  And  while  you'll  value  this  prompt  service,  you  will  never  pay  a  premium  for  it.  What's 
more,  Four  Seasons  valets  can  gently  launder  shirts  and  dry-clean  silk  blouses  overnight,  so 
your  clothing  will  be  as  fresh  as  you  are  in  the  morning.  Such  dedication  ultimately 

ensures  your  business  efficiency.  And  demonstrates  that  in  these  value-conscious  rOUP  jG3S0FlS 
times,  the  d  emands  of  your  trip  demand  nothing  less  than  Four  Seasons  Hotels.        Hotels  ♦  ReSOltS 


> 


The  Golden  Gate  Bridge 
photographed  by 
John  Sexton 
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7,572  individual  steel  wires  are 


combined  to  create  each  cable 


T 


he  power  of  individual  strengths  effectively 


combined.  Yours.  Ours.  Working  in  unison. 


Your  objectives  become  accomplishments. 


Bank  off  America 


England  no  longer  prints  £1  notes.  Why  does  the  U.S. 
still  cling  to  the  $1  greenback  when  eliminating  it  could 
save  billions  of  dollars  a  year? 

Uncle,  can  you 
spare  a  coin? 


By  Peter  Samuel 

Remember  when  you  tossed  down  a 
coin  or  two  for  the  price  of  a  hot  dog, 
a  beer,  a  subway  ride:  You  didn't  have 
to  reach  for  your  w  allet,  find  some 
greenbacks  and  count  your  change. 
During  the  decades  when  the  cost  of 
these  items  has  climbed  from  around 
a  quarter  to  well  over  SI,  the  quar- 
ter— which  won't  even  buy  most 
new  spapers  these  days — has  remained 
the  highest  commonly  available  coin. 
The  dollar  bill,  once  kept  neat  and 
crisp  for  relatively  higher  value  pur- 
chases, is  today  typically  a  bedraggled 
shadow  of  its  former  sell1 — faded  and 
crumpled  through  overuse  in  all  man- 
ner of  small  transactions. 

For  most  people  today  coins  aren't 
an  asset,  they  are  a  nuisance. 

Whv  not  brine  back  a  meanineful 


coin?  Both  the  Federal  Reserve  and 
the  General  Accounting  Office  think 
it  would  be  a  good  idea.  So  should 
Albert  Gore  if  he  is  serious  about 
looking  for  ways  to  cut  out  unneces- 
sary federal  spending.  Because  those 
dollar  bills  wear  out  so  fast,  using 
them  for  small  purchases  means  they 
must  be  constandy  replaced.  The  Fed 
and  the  gao  have  estimated  savings  of 
about  S400  million  a  year  to  the 
federal  budget  from  the  replacement 
of  the  SI  bill  with  a  SI  coin. 

Almost  half  of  the  8.4  billion  bills 
printed  annually  by  the  Bureau  of 
Engraving  &  Printing  are  the  SI  vari- 
ety. Each  dollar  note  costs  about  4 
cents  to  make. 

A  SI  coin  would  cost  more — an 
estimated  8  cents.  But  the  coins  last 


30  years,  compared  with  17  monthsl 
for  the  dollar  bill.  On  a  per-year  basis 
it  costs  almost  ten  times  as  much  tol 
keep  a  dollar  bill  in  circulation  as  it) 
would  a  dollar  coin. 

Various  businesses  and  utihtie 
stand  to  gain  even  more  than  the 
government  by  a  dollar  coin:  vending; 
machine  operators,  telephone  coral 
panies  with  coin  phones,  transit  syvj 
terns,  convenience  stores,  cities  with 
parking  meters,  fast-food  establish- 
ments, and  toll  roads  and  bridges. 

At  these  establishments  the  han- 
dling of  dollar  bills  is  extremely  diffij 
cult  and  cosdy  to  automate.  Bills  havsf 
to  be  manually  sorted  and  straight-] 
ened  out  and  faced  the  right  wayj 
before  being  inserted  into  counting 
machines.  How  often  has  that  vend- 
ing machine  turned  up  its  nose  at  you^ 
slighdy  crumpled  dollar  bill? ) 

By  contrast,  coins  can  simply  bd 
dumped  unsorted  into  the  hoppers  ol 
counting  machines  that  do  all  the 
work  of  Minting,  counting  and  bag^j 
ging  automatically.  William  Buetow] 
treasurer  at  the  Chicago  Transit  Auj 
thority,  has  said  bills  cost  S22  pea 
thousand  to  count,  whereas  coins  cosl 
less  than  S2  per  thousand  dollars. 

The  Los  Angeles  County  Metro-J 
politan  Transportation  Authoritj 
does  not  bother  to  sort  its  dollar  bills! 
It  sells  them  by  weight  to  private 
sector  contractors  unprocessed  for  98 
cents  on  the  dollar.  Buetow  has  esxi\ 


Replacing  the 
U.S.  dollar  bill  with 
a  meaningful 
SI  coin  could 
shave  some 
S400  million 
a  year  off 
the  federal 
budget. 
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Inated  Chicago  could  save  about  $2 
[nillion  a  year  if  a  $1  coin  were  used 
lather  than  a  bill.  Los  Angeles'  transit 
uthority  says  it  could  save  $4  million. 

The  U.S.  vending  industry  has  had 
p  install  bill  acceptors  in  many  of  its 
.5  million  soda,  snack  and  hot  drink 
lachines.  The  acceptors  add  about 
400  to  the  capital  cost  of  each  ma- 
thine — around  20% — and  probably 
more  to  servicing  costs,  since  bills  are 
Notorious  for  getting  jammed. 
|  In  Canada,  where  a  dollar  coin  was 
produced  in  1987,  vending  machine 
turnover  has  boomed,  during  which 
me  sales  from  U.S.  vending  ma- 
chines have  been  relatively  flat. 
L  So  where's  the  $1  coin?  Earlier  this 
ear  bills  for  a  dollar  coin  were  rein- 
loduced  in  both  the  U.S.  House  and 
Bie  Senate.  The  Coin  Coalition,  a 
lobby  group  representing  some  30 
ladustry  associations,  made  a  major 
lush  to  attract  the  attention  of  the 
llinton  Administration.  But  in  Con- 
gress the  bill  is  bottled  up  in  a  banking 
libcommittee  chaired  by  Joseph  P. 
lennedy  II  (D-Mass.).  Representa- 
jve  Kennedy  seems  to  be  too  busy  to 
(other  with  such  trifles.  As  his  staff 
luts  it,  "The  congressman  has  higher 
priorities. "  Kennedy,  of  course,  is 
try  much  in  the  family  tradition.  As 
mis  instance  shows,  he's  more  inter- 
Red  in  spending  government  money 
man  in  saving  it,  more  interested  in 
lashing  business  than  in  helping  it. 
j  Other  than  Kennedy's  laziness  and 
jiort  attention  span,  the  only  real 
Imposition  comes  from  the  American 
[Jankers  Association,  which  stresses 
liangeover  costs  in  the  switch  from 
111  to  coin  and  is  concerned  about  the 
Ktra  weight  of  coin  in  transportation. 
I  The  last  two  efforts  at  introducing  a 
pilar  coin — the  Eisenhower  coin  in 
|?71  and  the  Susan  B.  Anthony  in 
|j?79 — were  flops,  the  latter  because 
Ibople  had  trouble  distinguishing  it 
|pm  a  quarter.  In  both  cases,  the 
Ibvernment  kept  churning  out  $1 
E'eenbacks.  Most  other  countries 
■at  introduced  higher-denomina- 
Ipn  coins  stopped  printing  the  equiv- 
Kent-value  bills.  As  long  as  both  exist, 
loot  of  people  will  prefer  the  paper 
I  :cause  it  is  easier  to  carry  and  doesn't 
Hake  your  pockets  bulge. 
I  But  does  the  $1  greenback  make 
|  onomic  sense?  It  buys  what  a  quar- 
||r  bought  25  years  ago;  $5  does  what 
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A  friend  s  daugkter  s  birtkelay 
gave  me  a  reason  to  cele orate. 


I 


almost  lorgot  there  is  more  to  a  career 
ting  behind  a  desk.  Lucky  for  me,  Sharkware  never 
forgets.  I  turned  trie  computer  on  one  morning  and 
a  reminder  appeared  —  send  a  birthday  card  to  the 
daughter  of  a  friend.  (He  gave  me  a  cigar  the  day  she  was  born.) 
Wh  en  my  friend  called  to  say  thanks,  he  gave  me  a  lead  that 
turned  into  a  new  job.  And  since  my  company  was  talking 


*r  than  sit- 


to  u  t  cutbacks,  the  way  I  look 


y 

d  m 


lool 

life 


at  it,  Shark  wa re  saved  my 
Th  at  s  why  I  use  it  to  manage  my 
life—  contacts,  to-do  list,  calendar, 
phone  calls;  iSharkware  takes  care 
of  it  a  11.  Bet  I  even  remember  my 
anniversary  this  year. 


KWARE 


Harvey  Mackay*  System  for  Success 
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Until  now,  401(k)  plans 

only  made  sense 
for  large  companies. 

Introducing  the  T.Rowe  Price  Century  Plan!' 


Created  for  small  to  medium-sized  companies,  the  Century  Plan  provides  many  of  the  benefits  of  a 
large  company  401(k)  plan,  at  greatly  reduced  cost. 

The  plan  is  designed  for  simplified  administration.  Our  PC-based  software  helps  ease  your 
paperwork.  We  provide  effective  communications  materials  that  can  help  your  employees  understand 
all  the  plan's  benefits.  And  you'll  have  toll-free  access  to  retirement  specialists  who  can  help  answer 
questions  you  and  your  employees  may  have. 

The  Century  Plan  offers  a  wide  range  of  investment  options.  Your  employees 
can  choose  up  to  eight  100%  no-load  funds,  all  managed  by  T.  Rowe  Price, 
one  of  the  nation's  oldest  mutual  fund  firms. 
For  a  free  booklet  about  the  Century  Plan,  please  call  1-800-83H462. 


Invest  With  Confidence 

T.RoweRice 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other 
charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 

T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  CEN019919 


music  cm 


"Every  major  American  city  is  telling  business  it's  'business  friendly.'  So  I'll  just  say 
this.  Here,  several  of  our  top  city  officers,  including  me,  are  business  people  by  background," 
says  Nashville  Mayor  Phil  Bredesen.  "I  won't  promise  we'll  always  agree  with  business. 
But  we  »  )//  always  understand." 

The  Nashville  area  has  recently  attracted  "62  corporate  relocations,  including  Willis 
Corroon  Group  U.S.  Headquarters,  Bridgestone/ Firestone  Headquarters,  Caterpillar 
Financial  Services  Headquarters,  Bankers  Trust,  Lockheed  and  the  National  Federation  of 
Independent  Business  Administrative  Headquarters."  Why?  According  to  Mayor  Bredesen, 
"people  who  come  here  from  somewhere  else  say  that  the  work  ethic  here  is  unbelievable. 
Plus  we  have  a  good  cost  of  doing  business,  and  a  great  quality  of  life." 

As  a  transplanted  New  Englander  himself,  Mayor  Bredesen  has  a  special  perspective. 
"This  is  a  place  where  you  don't  have  to  sacrifice  your  business  operations  in  order  to  have  a 
great  qualit  v  ol  life  for  families.  This  is  one  place  where  you  really  do  get  to  have  it  both  ways." 

Underwritten  in  part  by  American  General  Life  &  Accident  Insurance  Company,  First  American  National  Bank, 
Nashville  Electric  Service,  NationsBank  of  Tennessee  and  Third  National  Bank. 


7:50A.M. 
Nash\ille. 
Mavor  Bredesen 
makes  a  point  to 
Richard  Miller,  CFO, 
Willis  Corroon  and 
Ybichiro  Kaizaki, 
C  hairman/ CEO, 
Bridgestone/ 
Firestone  Inc.  after 
breakfast  meeting 
at  Willis  Corroon 
Headquarters. 


II  vour  company  is 
ready  lor  a  bright 
new  day  in  Music 
City,  call  Fred 
Harris,  Nashville 
Area  Chamber  of 
Commerce, 
(615)  259-4740, 
161  4th  Avenue  N., 
Nashxille,  77V 
37219. 


urrency 


le  dollar  did  35  years  ago. 

But  given  this  Administration's 
ick  of  interest,  such  a  desirable 
hangeover  is  highly  unlikely.  So  pri- 
ite  industry  is  proceeding  on  its 
Iwn.  One  of  the  largest  teller  machine 
etworks,  Money  Access  Service  Inc. 
jtfAc),  based  in  Wilmington,  Del.,  is 
ivesting  heavily  in  development  and 
ials  of  cards  for  vending  machines, 
asoline,  transit,  telephones,  fast 
>od,  parking  meters,  newspaper 
icks  and  convenience  stores. 

Existing  credit  and  debit  cards  are 
kay  for  bigger  transactions,  where 
le  transaction  is  large  enough  to 

Does  the  $1  bill  make 
economic  sense?  It  buys 
what  a  quarter  bought 
25  years  ago;  the  $5  bill 
does  what  the  dollar  bill 
did  35  years  ago. 


Istify  charges  for  all  the  credit  verifi- 
Ition  wizardry.  But  for  the  little 
tnsactions,  it  is  too  expensive.  Don- 
p  Gleason,  a  president  at  mac:,  is 
iprking  on  a  stored  value  card  that 
Ikes  transactions  of  less  than  $20 
uctronically  and  can  be  read  from, 
[id  written  to,  in  a  cheap,  stand-alone 
)int-of-sale  terminal.  None  of  that 
pensive  instantaneous  on-line  com- 
unication  with  a  central  computer. 
I  Joseph  Schuler,  a  card  consultant 
Lsed  in  Gaithersburg,  Md.,  says 
Srds  with  a  tiny  microprocessor  built 
I  (dubbed  "smart  cards")  will  be  the 
i hide  For  this  cash  substitute.  Cur- 
nt  magnetic  stripe  cards  like  familiar 
M  and  credit  cards  are  too  limited  in 
pability  and  increasingly  subject  to 
lud.  The  smart  card  may,  all  in  one 
!:dit-card-size  piece  of  plastic,  incor- 
>rate  ATM  cash  card,  credit  card  and  a 
wed  value  cash  substitute. 
In  all,  the  combined  annual  savings 
:  both  government  and  business 
uld  run  into  the  billions  if  the  use  of 
per  money  for  small  transactions 
I  uld  be  reduced.  Just  one  number  to 
ve  you  with:  Where  motorists  pay 
I  :ir  tolls  with  a  prepaid  card  in  Okla- 
ma,  costs  per  lane  are  $15,800  per 
jir.   A  coin   basket   lane — which 
J  >uld  be  much  more  widespread 
th  dollar  coins— $  1 6,500.  Manned 
I  oths,  a  mighty  $176,000.  OH 
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Knowing  a  customer  loves  fisking 
landed  me  my  biggest  order. 


I  read  a  hilarious  article  about  a  guy  who 
caught  a  giant  ca  tfish  ,  and  thought  it  would  he 
great  to  send  to  a  customer.  I  turned  on  Sharkwarc, 
typed  in  fishing,  and  up  popped  the  name  of  a  customer  who 
I  haven  t  spoken  to  in  months,  who  is  a  hig  fisherman.  I  clicked 
on  his  name  an  J  Shark  ware  dialed  his  number.  \Ve  talked  fish- 
ing, weather,  then  he  said,  \\^hile  you  re  on  the  phone...  It  was 
my  higgest  order  of  the  year. 
Th  at  s  why  1  use  Shark  wa  re 
to  manage  my  contacts,  to-do 
list,  calendar,  phone  calls 
hoth  husiness  and  perso n a  1. 
But  I  shouldn  t  give  away  any 
more  secrets. 
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I  Lu\»-\  Madiay"*  System  lot  Sotccs* 
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PORTABLE 
POWER  TOOL 


With  the  new,  lightweight  RICOH  PF-2  Portable  Fax,  you  can  keep  business 
moving  while  you're  on  the  move.  From  your  cellular  phone.  From  almost  any  phone* 
The  PF-2  provides  clear  transmission  and  reception  of  full-size  8  Vi  x  11  documents  virtually 
every  time.  And  the  rugged  PF-2  is  built  to  withstand  even  the  worst  road  conditions. 
It's  one  tough  little  power  tool. 


THE  NAME  TO  KNOW 


*  Some  phones  may  require 
optional  coupler. 

©  1993  Ricoh  Corporation 
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1800     63  RIC0H 

Extension  1460 


Official  Sponsor  0;  7>e 


USA 
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As  they  watch  the  frenzied  bidding  for  Paramount— and  now 
the  Tele-Communications/Bell  Atlantic  deal— Time  Warner's 
shareholders  must  be  wondering  why  their  management  didn't  get  a  lot 
more  money  when  it  sold  off  those  big  chunks  of  entertainment  assets. 


Fire  sale 


By  Sharon  Moshavi 

IF  THE  DIRECTORS  of  Time  Warner 
Inc.  aren't  kicking  themselves,  they 
should  be.  In  the  past  year  or  so, 
they've  sold  big  minority  interests  in 
their  valuable  entertainment  assets  for 
prices  that  averaged  13  times  cash 
flow.  I  lad  Time  Warner  waited  a  bit 


longer,  or  bargained  a  bit  harder,  it 
might  have  done  much  better.  In  the 
bidding  for  Paramount  Communica- 
tions, offers  started  at  18  times  its  cash 
flow  for  the  fiscal  year  that  ended  in 
April,  and  have  risen  to  21  times  cash 
flow  for  assets  not  as  good  as  Time 


Warner's  (see  table,  p.  98).  The  bidl 
ding  may  go  higher  still. 

Based  on  the  latest  Paramount  bid: 
ding,  Time  Warner  may  have  lefl 
something  like  $2  billion  on  the  table 
Two  billion  dollars  is  a  lot  of  money 
even  in  the  entertainment  business 


Time  Warner  Chief  Executive  Geralrl  Levin 
The  man  calling  the  shots, 
or  Ed  Aboodi's  marionette? 
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here's  the  arithmetic: 

Last  year  Time  Warner  sold  12.5% 
jf  Time  Warner  Entertainment  (twe) 
:o  Toshiba  and  Itochu  (Japan's  larg- 
:st  trading  company,  formerly  C. 
toh)  for  $1  billion — about  13V2 
imes  cash  flow.  This  was  a  rich  pack- 
ige  of  entertainment  assets,  including 
he  Warner  Bros,  movie  studio,  HBO 
md  cable  systems. 

In  September  U  S  West,  the  tele- 
)hone  company,  bought  a  shade  over 
15%  of  the  same  twe  for  $2.5  billion, 
bout  12  times  cash  flow.  (Cash  mul- 
iples  are  estimates  from  Salomon 
pothers  analyst  Fred  Moran.) 

Multiples  of  12  to  13  times  cash 
ow  may  sound  rich,  but  they  pale 
vhen  compared  with  the  bidding  lin- 
er way  for  Paramount  Communica- 
ions,  whose  entertainment  assets  are 
Probably  less  valuable  than  Time 
Varner's.  Warner  Bros,  remains  one 
f  the  movie  industry's  top  studios,  its 
lms  scoring  number  one  at  the  box 
ffice  in  four  out  of  the  past  five  years, 
t  owns  a  library  of  2,200  films,  in- 
luding  such  films  as  Batman  and 
xthal  Weapon,  23,000  TV  episodes 
nd  1,500  hugely  popular  cartoons. 
That's  just  the  software.  On  the 
ardware  side  Time  Warner  owns  the 
:cond-largest  network  of  cable  sys- 
;ms,  reaching  one  in  nine  homes 
ith  cable,  as  well  as  two  of  the  three 
iggest  pay-cable  channels — HBO  and 
inemax. 

True,  Itochu,  Toshiba  and  U  S 
^est  bought  minority  positions  in  the 
ime  Warner  assets,  but  it  would  be 
ard  to  make  a  case  that  full  owner- 
lip  is  worth  that  much  of  a  premium 
ver  a  substantial  minority  share. 

"They  [U  S  West]  creamed  them," 
ys  an  investment  banker  with  strong 
^nnections  to  the  entertainment  in- 
ustry.  "Time  Warner  panicked." 

Why  should  what  was  supposed  to 
e  the  world's  greatest  entertainment 
)mpany  panic?  For  one  thing,  its 
rilliant  if  erratic  creator,  Steve  Ross, 
ied  of  cancer  in  December  1992  at 
le  age  of  65.  His  successor,  Gerald 
evin,  is  a  relatively  faceless  man. 

Ross  made  the  original  deal  with 
ochu  and  Toshiba  as  part  of  a  strateg- 
ic move  to  get  into  Japan.  But  with 
oss  gone,  Levin  and  Time  Warner's 
irectors  were  left  to  cope  with  that 
11.5  billion  in  debt  Ross  had  blithely 
umped  on  Time  in  selling  his  Warner 
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Now  tk; 

5  Lark  ware  can  Jo,  you  11  wonder  now 


T 


ve  seen  wkat 
3U  11  wc 
laged  witkout  it. 


5uccessful  people  maintain  a  powerful  network  of 
friends  and  associates.  And  make  powerful  use  of 
time.  iSharkware  helj>s  you  do  both,  witli  ease.  Based 
on  tile  proven  philosophies  of  Harvey  Al_ackay,  busi- 
ness expert  and  author  of  iSwim  With  The  Sharks 
thout  Being  Eaten  Alive,"  Shark  ware  manages 
your  contacts,  calendar,  and  to-do  list,  linking  them 
together.  It  prints  in  a  variety  of  formats,  and  even 
dials  the  phone  for  you.  But  for  now,  dial  (800)  9  47"  &oyS  or  (71b) 
8  y  i-65i^  yourself  and  get  Sharkware  for  the  introductory  price  of 
$c)0,.o,5.  If  you  can  t  wait,  just  go  to  your  nearest  software  store.  And  if 
iSharkware  doesn  t  do  everything  we  ve  said  and  more,  we  11  give  you 
your  money  back,  gua ra  n teed.  iSlia  rkwa re.  The  most  power  ful  b  usiness 
tool  you  11  ever  use. 


>£m£r«ware 

^^^r  I  Unify  ttjikjy  ■>  Syrian  far  Suura* 
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Changing  Jobs? 
Make  Sure  Your  Retirement  Savings 
Start  Working  in  a  Better  Place  Too. 


Roll  over  your  retirement  distribution  to  Schwab  and  expand  your 
investment  possibilities. 

•  Our  Mutual  Fund  OneSource™  service  offers  over  200  well-known 
mutual  funds  with  no  loads  and  no  transaction  fees.  So  no  matter  what 
your  investment  objectives,  you'll  find  more  choices  to  match  your  goals. 

•  With  our  No-Fee  IRA,  you'll  never  pay  an  annual  fee  for  the 
life  of  your  account  if  your  assets  reach  $10,000  or  more  by 
September  15, 1994. 

•  Our  free  Guide  to  Maximizing  Your  Retirement  Plan  Distribution 
explains  your  alternatives  and  how  to  save  on  taxes  by  avoiding  the 
20%  withholding  tax. 

Call  1-800-442-5111  ext.  55. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 

We  will  provide  you  with  a  free  prospectus  lor  any  lund  available  through 
Schwab.  Please  review  the  prospectus  carefully  before  investing. 

Some  funds  may  charge  1 2b- 1  fees  in  excess  of  0.25%. 
Maintenance  fees  for  special  assets  such  as  limited  partnerships  and  promissory  notes  still  apply. 
©1993  Charles  Schwab  &  Co.,  Inc.   Member  S1PC/NYSE 


rime  Warner 


Comparison  shopping 


Seller 

Time  Warner 

Time  Warner 

Paramount 

Paramount 

New  Line/Castle  Rock 

Buyer 

Itochu  and  Toshiba 

U  S  West 

Viacom  • 

QVC 

Turner  Broadcasting 

Price 

$1  billion 

$2.5  billion 

$8.2  billion* 

$9  5  billion* 

$670  million 

Purrha^p 

12.5%  of  Time  Warner 

25.5%  of  Time  Warner 

100%  of 

100%  of 

100%  of  two  independent 

Entertainment,  includes 

Entertainment 

Paramount,  includes 

Paramount 

film  producers 

Warner  Bros,  movie  studio, 

movie  studio,  half 

HBO  and  cable  systems 

of  USA  Network, 

MSG  Network,  and 

publishing 

Cash  flow 

13VS 

12 

18t 

21t 

low  20s 

multiple 

'Initial  bid. 

tFor  fiscal  year  ended  April  1993. 

Sources:  Salomon  Brothers,  Duffi 

,  Phelps,  SanfordC.  Bernstein  &  Co. 

Although  a  minority  stake  is  worth  less  than  full  control,  the  gap  between  what  Time  Warner  got  and  what  Paramount  will  get  is  too  wide. 


Communications  to  it  in  1989.  The 
debt  is  no  real  threat  to  solvency: 
Although  Time  Warner  reported  a 
meager  profit  of  $86  million  in  1992, 
it  was  actually  running  a  substantial 
positive  cash  flow  from  operations  of 
$1.1  billion,  even  after  interest  pay- 
ments. But  the  debt  burden  clearly 
worried  Time  Warner  management. 
Selling  those  minority  interests  for 
cash  was  like  selling  equity,  equity 
that  could  be  used  to  reduce  the  scary 
debt-to-equity  ratio  of  2  to- 1 . 

And  yet,  despite  getting  all  this 
cash,  Time  Warner  had  reduced  its 
debt  by  relatively  little.  To  clinch  the 
ileal  with  Itochu  and  Toshiba,  l  ime 
Warner  had  to  spend  $1.3  billion  to 
buy  in  the  18%  that  it  did  not  already 
ow  n  of  American  Television  &  Com- 
munication Corp.,  one  of  its  cable 
system  operators.  Put  it  this  way: 
Time  Warner  raised  $  1  billion  in  equi 
ty  from  the  Japanese,  but  spent  $1.3 
billion  to  get  it.  The  deal  was  a  wash  as 
far  as  cutting  debt  went. 

Of  the  $2.5  billion  US  West  is 
investing,  $1  billion  is  going  to  help 
fund  tin  creation  of  the  Full  Service 
Network.  This  is  a  $5  billion  multi 
media  electronic  highway  that  the 
partners  are  creating  in  Time  Warner 
Entertainment's  cable  systems  to  pro- 
vide interactive  TV  and  telephone  sys- 
tems. The  network  commences  oper- 
ations in  Orlando  in  April  1994.  It's  a 
promising  idea,  but  much  of  the  mon- 
ey for  it  thus  comes  from  a  bargain- 
priced  sale  of  assets. 

The  bottom  line  in  debt  reduction: 
Selling  nearly  37%  of  the  equity  in  twe 


will  net  Time  Warner  perhaps  $1.5 
billion  in  debt  reduction.  The  compa- 
ny will  still  stagger  under  $15  billion  in 
debt,  with  $1.2  billion  in  annual  debt 

service. 

It  gets  worse.  In  their  deals  Itochu, 
Toshiba  and  U  S  West  wangled  op- 
tions to  increase  their  stakes.  U  S 
West  got  an  especially  good  deal.  It 
can  increase  its  25.5%  stake  to  31% 
without  putting  in  additional  cash  if 
the  entertainment  outfit's  cash  flow 
exceeds  a  certain  level.  Moreover,  U  S 
West  gets  hefty  management  fees. 

The  Japanese  made  out  well,  too. 
As  part  of  the  deal,  lime  Warner 
created  Time  Warner  Entertainment 
Japan  and  put  its  Japanese  holdings  in 
that  company.  Itochu  and  Toshiba 
received  50%  of  the  new  company  in 
addition  to  their  equity  in  TWE. 

In  the  end  Time  Warner  may  wind 
up  selling  off  even  more  of  its  crown 
jewels.  It  won't  be  able  to  finance  the 
entire  $5  billion  costofits  bull  Service 
Network  out  of  cash  flow  alone. 

If  Time  Warner  proceeds  with  that 
bull  Service  Network,  it  will  have 
made  a  huge  commitment  to  the 
hardware  side  of  the  entertainment 
industry.  This  at  a  time  when  media 
moguls  like  John  Malone  of  Tele- 
Communications,  Inc.  and  Sumner 
Redstone  of  Viacom  are  spending 
their  billions — or  are  trying  to — on 
software;  that  is,  not  on  the  networks 
bur  on  the  stuff  that  the  networks  will 
need  to  attract  audiences. 

Geoffrey  Holmes,  Time  Warner's 
senior  vice  president  for  technology, 
not  surprisingly  defends  the  huge  in- 


vestment in  hardware.  He  cites  War- 
ner's ill-fated  1970s  experiment  with 
the  interactive  Qube  cable  system. 
"People  say  Qube  was  a  failure," 
Holmes  says.  "It  wasn't.  Our  custom- 
ers loved  Qube.  Out  of  Qube  we 
created  MTV  and  Nickelodeon.  We 
learned  how  to  create  software." 

Maybe  so,  but  Viacom  was  the 
beneficiary,  because  it  now  owns  mtv 
and  Nickelodeon.  Worse,  though 
Holmes  says  customers  enjoved 
Qube,  they  would  not  pay  enough  to 
cover  its  costs — also  a  potential  prob- 
lem for  the  Full  Service  Network. 

All  this  raises  a  disturbing  question: 
Who's  running  the  place  with  Steve 
Ross  gone?  In  theory,  Levin  is.  But 
consider  this  anecdote:  At  a  recent 
meeting  for  a  proposed  new  project, 
Levin  was  making  a  presentation.  Sit- 
ting just  a  seat  away  was  Oded  (Ed) 
Aboodi,  longtime  financial  adviser  to 
Steve  Ross.  According  to  a  non-Time 
Warner  attendee,  Aboodi's  arm  was 
draped  across  the  back  of  the  chair 
between  die  two  men.  From  time  to 
time  Aboodi  would  brush  Levin's 
shoulder,  unsubtly  seeming  to  guide 
the  course  of  Levin's  speech.  "I  al- 
most said,  'Why  don't  you  just  put] 
your  arm  up  the  back  of  his  shirt  and 
use  him  as  a  marionette,'  "  says  the 
attendee. 

Aboodi,  a  consultant  to  Time 
Warner,  doesn't  talk  with  the  media. 
But  it  would  be  interesting  to  know 
how  he  explains  that  $2  billion  or  sol 
that  Time  Warner  left  on  the  table 
when  it  peddled  those  interests  in  itffl 
entertainment  assets.  HI 
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The  new 
business  jet 
that's  the 
value  standar 
for  the  21st 
Century. 


GALAXY 


win 


CO    00  CO 


-  57'2"  - 
(17  42  m) 


The  Galaxy  data  included  herein  does  not  constitute  an  offer  and  is  subject  to  change  without 
notice.  Performance  figures  are  preliminary,  based  on  wind  tunnel  and  other  engineering 
data  available  at  the  time  of  this  publishing  8/31/93. 


55  7" 
(16  94  m) 


For  more  information  about  the  new  Astra  Galaxy  and  Astra  SP,  please  contact 
Roy  E.  Bergstrom,  President,  Astra  Jet  Corporation,  4  Independence  Way,  Princeton,  NJ  08540 
TELEPHONE:  1(609)  987-1125   TELEFAX:  1(609)  987-8118 
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Leadership ...  by  design 


The  small-company  growth  sector  in  the  U.S.  is  pretty 
well  picked  over.  That's  why  Bruce  Bee  finds  his 
bargains  in  places  like  Hong  Kong  and  Norway. 

Small  cap, 


big  world 


By  Robert  Lenzner 

rHE  CLASSIC  FORM  of  arbitrage  was  to 
rapture  a  spread  in  the  price  of,  say, 
*old  between  London  and  New  York. 
3ack  when  transatlantic  communica- 
ion  was  more  primitive,  the  trader 
vith  a  slight  information  edge  could 
nake  money  buying  in  one  city  while 
imultaneously  selling  in  another. 

The  telephone  has  taken  the  fun 
?ut  of  commodity  arbitrage  but  left 
pther,  more  subtle  varieties.  Denver 
inoney  manager  Bruce  Bee  is  doing 


arbitrage  of  a  sort  when  he  picks 
growth  companies. 

His  theory:  If  you  can  find  an  over- 
looked growth  company  trading 
abroad  much  cheaper  than  its  coun- 
terpart in  the  U.S.,  then  you  have  a 
bargain.  You  don't  have  to  literally 
short  the  overpriced  U.S.  company; 
just  leave  it  out  of  your  portfolio  and 
put  the  foreign  stock  in  its  place. 

Example:  In  the  early  1980s  Bee 
noticed  that  Novo  Industri,  a  Danish 


insulin  supplier,  was  trading  a  lot 
cheaper  than  Eli  Lilly,  the  U.S.  drug 
firm  and  the  world's  other  large  insu- 
lin supplier. 

"Novo  was  a  dream  compared  to 
Lilly,"  says  Bee.  "It  was  selling  at  a 
significant  discount  to  the  valuation 
afforded  Lilly  and  had  the  same  mar- 
ket share."  Bee  made  a  nice  killing  in 
the  runup  in  Novo  shares  as  the  com- 
pany introduced  a  new  insulin  prod- 
uct worldwide. 

Novo,  which  listed  its  American 
Depositary  Receipts  on  the  Big  Board 
in  1981,  is  no  longer  overlooked  and 
no  longer  any  great  bargain.  But  the 
buy-there-sell-here  gimmick  has 
countless  other  applications. 

SAP,  a  German  firm  selling  database 
software,  has  a  market  value  of  $1.7 
billion,  one  of  the  larger-cap  stocks 
Bee  buys.  That  puts  it  at  14.5  times 
expected  1994  earnings,  about  half 
the  multiple  of  its  most  direct  U.S. 
counterpart,  Oracle  Systems.  Bee 
bought  SAP  preferred  shares  because 
they  have  more  liquidity,  though  no 
voting  power.  SAP's  recent  profits 
have  been  disappointing  as  it  makes  a 


Bruce  Bee, 
president, 
Bee  &  Associates 
A  global  view 
from  Denver. 
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Bee's  picks 


Name 

Country 

Business 

1993  price- 

-1993*- 

-1994*- 

Yield 

Market 

rprpnt 

hiph 

1  low 

cro 

P/F 

L"  O 

pip 

VIZ. 

ran 

($mil) 

Adelsten 

Norway 

specialty  retailing 

$147.00 

$155.00 

$84.00 

$14.00 

10.5 

$18.75 

7.8 

4.8% 

$120 

CEE 

France 

capital  goods 

112.50 

115.00 

65.00 

8.50 

13.2 

9.15 

12.3 

3.4 

55 

First  Pacific 

Hong  Kong 

conglomerate 

0.33 

0.35 

0.15 

0.04 

8.3 

0.05 

6.6 

3.9 

460 

Hung  Hing 

Hong  Kong 

printing  &  packaging 

0  26 

0.29 

0.24 

0.03 

8.7 

0.04 

7.4 

5.8 

105 

Intl  Engineering 

Thailand 

telecomm,  data  proc,  elec  equip 

17.45 

23.75 

11.00 

1.08 

16.2 

1.38 

12.6 

4.3 

250 

Leigh  Interests 

UK 

environmental  svcs 

3.30 

3.50 

2.70 

0.21 

15.7 

0.24 

13.8 

3.7 

210 

Nadro 

Mexico 

pharmaceuticals 

4.45 

4.45 

2.75 

0.30 

14.8 

0.35 

12.7 

1.3 

450 

Skis  Rossignol 

France 

leisure  time  equip 

296.50 

308.00 

145.00 

19.70 

15.0 

23.00 

12.9 

0.7 

265 

*  Estimated.    Source:  Bee  &  Associates  Inc. 


Some  great  small-cap  stocks  are  available  in  countries  many  have  written  off,  says  Bee. 
They're  often  cheaper  than  comparable  U.S.  stocks.  One  problem: 
They  can  be  easier  to  accumulate  than  to  dispose  of. 


transition  from  mainframe  computers 
to  networks  of  smaller  workstations. 
"SAP  is  the  closest  thing  to  a  Silicon 
Valley  software  firm  I've  seen  outside 
the  U.S.,"  says  Bee.  "As  Europeans 
wake  up  and  understand  it,  it  should 
get  substantially  revalued." 

Continentale  d'Equipements  Elec- 
triques  (cee)  has  35%  of  the  French 
market  in  control  and  protection  sys- 
tems for  high-voltage  electric  net- 
works. Despite  Europe's  recession, 
the  firm  has  upped  its  sales  every  year 
for  a  decade  and  shows  an  18%  com- 
pound growth  rate  of  profit  since 
1988.  The  stock  sells  at  12.3  times 
1994  expected  earnings,  compared 
with  an  18  multiple  for  Siemens  AG. 

Adelsten  is  a  Norwegian  apparel 
retailing  chain  trading  at  7.8  times 
likely  earnings  for  1994,  about  half 
the  multiple  of  the  Oslo  index  and  far 
below  the  17.5  multiple  afforded  the 
Gap,  its  most  successful  U.S.  counter- 
part. Bee  bought  in  at  the  equivalent 
of  $  130  a  share;  it's  now  at  the  equiva- 
lent of $147. 

At  the  time  of  his  success  with 
Novo,  Bee  was  a  portfolio  analyst  for 
Cambiar  Investors  in  Englewood, 
Colo.  In  1989  he  was  sufficiently 
confident  in  his  skills  as  an  interna- 
tional growth  investor  to  strike  out  on 
his  own.  For  the  4V6  years  since  its 
founding,  Bee  &  Associates  Inc. 
claims  an  18.3%  compound  annual 
return,  excellent  in  a  period  when 
major  foreign  stocks  have  done  poor- 
ly. Still,  Bee,  52,  hasn't  had  an  easy 
time  selling  his  style  of  management. 


So  far  he  has  attracted  just  $40  mil- 
lion, on  which  he  collects  annual  fees 
of  0.75%  and  up. 

Bee  does  own  a  few  big  foreign 
stocks,  specifically  Benetton,  the  Ital- 
ian clothing  chain,  and  Bangkok 
Bank.  But  mostly  he  buys  small  com- 
pany stocks.  Bee  says:  "I  found  that 
there  were  wonderful  companies  that 
got  forgotten  in  countries  people 
wrote  off  because  they  were  in  reces- 
sion or  experiencing  no  real  growth." 

In  Asia,  Bee  is  working  three  invest- 
ment themes:  exports,  telecommuni- 
cations and  infrastructure.  From  a 
base  in  Hong  Kong,  Hung  Hing  Off- 
set Printing  is  one  of  the  larger  suppli- 
ers of  cardboard  boxes  to  communist 
China  and  Hong  Kong.  Toy  and  con- 
sumer electronics  manufacturers  are 
customers.  "This  is  my  way  to  partici- 
pate in  Chinese  exports  without  bet- 
ting that  a  specific  toy  company  will 
find  the  right  Christmas  gift,"  says 
Bee.  About  15%  of  it  is  owned  by  the 
People's  Republic  of  China.  But  the 
shares  are  darn  cheap — 7.4  times  ex- 
pected 1994  earnings. 

International  Engineering  Co.  is  a 
distributor  of  mobile  phones  in  Thai- 
land. Price:  the  equivalent  of  $17.45  a 
share,  12.6  times  the  earnings  Bee 
expects  for  1994.  First  Pacific  Co.,  a 
holding  company  based  in  Hong 
Kong,  has  the  franchise  for  operating 
cellular  phone  systems  in  Hong  Kong 
and  also  owns  a  large  consumer  elec- 
tronics company  based  in  the  Nether- 
lands. It's  trading  at  6.6  times  esti- 
mated 1994  earnings. 


In  the  Americas,  health  care  is 
theme.  Bee  is  betting  on  Nadro,  ; 
wholesale  distributor  of  pharmaceuti 
cals  in  Mexico  23%  owned  by  McKes 
son  Corp.  Nadro  trades  at  12.7  time: 
expected  1994  earnings,  versus  1/ 
times  for  McKesson. 

Looking  under  rocks  for  little  com 
panies  in  recessionary  economies  hai 
its  costs  as  well  as  its  rewards.  One  is  i 
lack  of  liquidity.  Bee  took  a  40%  los: 
on  Lionheart,  a  British  supplier  o 
household  goods  to  do-it-yoursel 
stores.  When  he  wanted  to  sell  ] 
million  shares  in  the  midst  of  the  U.K 
recession  in  1992,  bids  evaporated 
"It  is  easier  to  accumulate  than  to 
dispose,"  he  says. 

Another  problem  is  staying  abreas 
of  developments.  Mam-  companfl 
abroad  don't  bother  with  shareholdei 
reports  more  often  than  twice  a  \  ear 
and  the  ones  they  do  put  out  are  no 
models  of  disclosure.  "I  once  invested 
in  a  $wiss  family-owned  company  tha 
showed  its  assets  as  one  franc  in  hi 
annual  report,"  says  Bee.  "And  thej 
were  always  unavailable  to  meet  \\  n 
me.  Finally,  I  sold  the  stock." 

Bee  pays  the  price  for  investing  iij 
stocks  that  most  U.S.  investors  hav« 
never  heard  of.  He  has  to  contend 
with  currency  conversions  and  slug 
gish  trade  settlements,  with  an  ac 
counting  nightmare  of  withholding 
taxes  and  foreign  tax  credits,  and  wirl 
jet  lag.  But  there  are  rewards  that  gq 
along  with  all  this.  If  you  want  to  tnj 
investing  abroad,  first  read  the  stori 
on  page  286.  ■ 
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Share    The  Experience 


Leading  Hotels  of  The  World   Tollfree  (800)  223  6800  Preferred  Hotels  &  Resorts  Worldwide    Tollfree  (800)  323  7500 
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^/^AJOR  LIFE  CHANGES  CREATE  QUESTIONS.  FORTUNATELY,  FOR 
148  YEARS,  WE'VE  BEEN  WORKING  ON  FINDING  THE  ANSWERS. 
ANSWERS  SUCH  AS  OFFERING  WHOLE,  TERM ,  AN D  GROUP  LIFE 
INSURANCE  POLICIES  THAT  ARE  RECOGNIZED  TO  BE  SOME  OF  THE 
BEST  IN  THE  BUSINESS.  BEING  THE  FIRST  COMPANY  TO  CREATE  AN 
ANNUITY  THAT  ALLOWS  YOU  GREATER  ACCESS  TO  YOUR 
FUNDS  SHOULD  YOU  BECOME  UNEMPLOYED:  DESIGNING 
COMPREHENSIVE,  HIGHLY  COMPETITIVE  GROUP  BENEFITS  PLANS 
THAT  HELP  PROTECT  EMPLOYEES'  FAMILIES  FROM  THE  NIGHTMARE 
OF  RUNAWAY  MEDICAL  COSTS.  AND  HELPING  ESTABLISH  A  NUMBER 
OF  HIGHLY  REGARDED  MUTUAL  FUNDS  DISTRIBUTED  BY  NYLIFE 
SECURITIES  INC.f  TO  HELP  FAMILIES  ACHIEVE  THEIR  FINANCIAL 
GOALS.  TO  FIND  OUT  MORE  ABOUT  HOW  YOU  CAN  PROFIT  FROM 
OUR  FINANCIAL  PHILOSOPHY  OF  QUALITY  AND  CONSERVATIVE 
JUDGMENT,  AS  WELL  AS  jgEHk  ANSWER  SOME  OF  THE  MORE 
PRESSING  QUESTIONS  |  |  OF  LIFE,  CALL  1-800-695-4331. 
WE  CAN  HELP  MAKE  TNI.        rfJBl    BEST  OF  YOUR  LIFE  BECAUSE 

THAT'S  NEW  YORK  LIFE. 


  Li  fe  Insurance  -Annuities  -  Group  Benefits  -  Pensions  ' 

loble  in  ail  states.  Withdrawals  may  be  subject  to  IRS  tax.  'Member  NASO.  Call  1-800-522-4202  for  a  free  prospectus  which  contains  more  complete  information  including  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


Carrs' 

chief  executive, 
John  Cairns 
"If  it's  humanly 
possible, 
we'll  do  it." 


Larry  Carr  chartered  an  old  DC-3  to  bring  fresh  fruits  and  vegetables 
to  a  green-starved  Alaska.  That  long-ago  gamble  was  the  start 
of  a  half-billion-dollar-a-year  and  growing  supermarket  business. 

The  thieves  preferred 


the  peaches 


By  William  Stern 

Laurence  Carr  was  just  22  when  he 
chartered  his  first  plane,  a  DC-3,  to  fly 
fresh  produce  in  from  Seattle  to  his 
grocery  in  Anchorage,  Alaska.  That 
was  in  1952,  and  fresh  produce  was  a 
rarity  in  Alaska  then.  So  rare,  says 
Carr,  that  "people  used  to  break  in  at 
night,  but  they  didn't  go  after  the 
cash  register,  they  wanted  the  lettuce 
and  peaches."  So  did  the  whole  town, 
and  that  chartered  flight  turned  out  to 
be  the  takeoff  point  for  what  is  today  a 
flourishing  business. 

Carr's  first  store  was  a  22-foot-by- 


80 -foot  Quonset  hut  on  a  muddy  dirt 
road  at  the  corner  of  13th  Street  and 
Gambell  Street  on  the  seedy  outskirts 
of  town.  Today  Carrs  Quality  Centers 
is  the  flagship  of  a  32 -store  chain  with 
1 992  revenues  of  $560  million,  with  a 
staggering  55%  market  share,  up  from 
25%  just  ten  years  ago. 

As  Alaska  prospered,  big  national 
chains  tried  to  eat  Carrs'  lunch.  They 
had  little  luck.  Safeway,  Carrs'  main 
rival  supermarket,  has  already  closed 
two  stores  in  Anchorage.  Neither 
Kmart  nor  Wal-Mart  will  take  on 


Carrs  and  sell  groceries  at  their  new 
stores  in  Anchorage. 

Carrs  is  so  much  a  part  of  Alaskai 
life  today  that  Robert  Baer  of  Toten 
Realty  shows  its  stores  off  to  prospec 
five  home  buyers  from  the  Lower  48 
"Once  they  see  those  great  moun 
tains  of  fresh  fruit,  questions  abou 
moving  to  Alaska  just  seem  to  evapor 
ate,"  he  says. 

These  supermarkets  obviously  car 
ry  other  things,  from  breakfast  cerea 
to  kitchen  towels,  as  well  as  prescrip 
tion  drugs,  fresh-cut  flowers,  bicycle 
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01993  MINOCU  CORPORAT 

You  Too  Can  Raise  Your  Level 
Of  Productivity 


And  it  can  happen  overnight. 

Just  get  yourself  a  Minolta  nign-productivity 
copier  like  tne  ones  shown  Pelow. 

Eacn  was  recently  rated  most  productive  in 
its  class  Py  a  leading  independent  analyst* 

If  you're  looking  for  a  nign-speed  copier, 
there's  the  EP  9760,  which  outperforms  any- 
thing in  its  class.  For  high-volume  needs,  there's 
the  EP  8602,  with  an  aoundance  of  helpful  fea- 
tures. And  the  document-handling  capaPility  of 
the  EP  5420  makes  it  ideally  suited  for  long 
copying  joPs. 


Clearly,  Minolta  is  uniquely  equipped  to  take 
your  productivity  to  new  heights.  (And  don't  for- 
get, those  who  raise  their  productivity  stand  the 
Pest  chance  of  ruling  the  roost.) 

For  more  information,  call  1-800-9-MINOLTA 


HIGH-PRODUCTIVITY  COPIERS  ^— - 

ONLY  FROM  THE  MIND  OF  MINOLTA  MINOLTA 


Carrs  Quality  Centers 


and  exotic  items  like  reindeer  meat 
sausage.  But  it's  the  reputation  for 
freshness  that  the  locals  talk  about  and 
go  there  for. 

These  days  Carrs'  fruit  and  vegeta- 
bles come  by  ship  from  Tacoma, 
Wash.  The  boat  ride  takes  72  hours, 
but  total  delivery  time  is  the  same  or 
better  than  for  truck  deliveries  from 
California  to  New  York. 

Artful  presentation  helps  in  the  cru- 
sade for  freshness — automatic  water 
sprays  keep  fruit  and  vegetables  crisp 
and  shiny.  But  Carrs  also  uses  a  whole 
passel  of  technology  in  a  massive 
2  3 3 ,000  -  square  -  foot  distri  bu  tion 
center,  which  is  among  the  most  ad- 
vanced in  the  U.S. 

The  facility  has  different  types  of 
storage  suited  to  different  foods  (cel- 
ery needs  wet  cold,  strawberries  dry 
cold,  for  example).  Six  banana-ripen- 
ing rooms,  used  in  rotation,  allow 
yellow  ones  to  be  always  available. 

The  warehouse  has  other  advan- 
tages. It  allows  daily  deliveries  to  each 
store.  "Stock  Out"  signs  are  a  rarity  at 
Carrs.  And  daily  deliveries  mean  thai 
Carrs  stores  use  virtually  all  of  their 
space  to  sell.  As  a  result,  even  though 
Carrs  stores  average  a  huge  48,000 


square  feet,  they  generate  $976  annu- 
al sales  per  foot,  versus  the  $550 
average  for  all  U.S.  supermarkets.  At 
over  27%,  the  stores'  gross  margins, 
too,  run  well  ahead  of  the  industry 
average  of  24%. 

Carrs'  prices  average  6%  higher 
than  Seattle's,  which  is  not  high  con- 

"Once  they  see 
those  mountains 
of  fresh  fruit, 
questions  about 
moving  to  Alaska 
just  seem  to  evaporate." 

sidering  the  distances  the  stuff  has  to 
travel  and  the  costly  equipment  in- 
volved. And,  shades  of  Seattle-based 
Nordstrom,  Carrs  offers  bend-over- 
backward  service,  too.  The  24-hour 
stores  give  refunds,  no  questions 
asked,  even  on  a  carton  of  spoiled  milk 
bought  at  a  Safeway  store.  "If  you 
walk  in  and  want  something,  any- 
thing," says  respected  supermarket 
veteran  and  Carrs  Chief  Executive 
John  Cairns,  "if  it's  humanly  possible, 
we'll  do  it." 

The  company  still  uses  airplanes, 


these  days  to  make  deliveries  tx 
bumpy  gravel  landing  strips  in  tin; 
Eskimo  villages  such  as  Anaktuvul 
Pass  and  Allakaket,  500  miles  an< 
more  from  Anchorage.  For  Carrs,  lit 
■.'ally,  the  customer  comes  first. 

Carrs  is  now  Alaska's  largest  privau 
employer,  bigger  than  Arco  Alaska  o 
BP  Exploration  (Alaska). 

Larry  Carr,  at  64,  is  now  largel; 
retired.  Not  one  of  Larry  Carr's  chil 
dren,  nor  those  of  his  eventual  part 
ner,  Barnard  Cottstein,  now  67,  wen 
positioned  to  manage  the  business.  S< 
the  pair  gradually  handed  manage 
ment  over  to  Cairns,  who  in  198 1  wa 
brought  in  from  Smith's,  a  top-quali 
ty  grocery  store  chain  based  in  Sal 
Lake  City. 

Nor  does  Carr  own  the  company 
In  1990,  mostly  for  estate  plannin| 
purposes,  he  and  Cottstein  sold  ou 
for  $265  million  to  a  group  led  by  Lo 
Angeles-based  leveraged  buyout  spe 
cialists  Leonard  Creen  &  Partners.  Ii 
July  1993  Leonard  Creen  listed  Carr 
on  the  NYSE  at  $14;  recent  price:  $12 

Any  plans  for  expanding  to  thi 
Lower  48?  "We  are  definitely  goinj 
there,"  says  Cairns.  "We  simpl; 
haven't  decided  when."  ■ 


WE  DON'T  WANT  TO  CHANGE  THE  WORLD. 
JUST  THE  PEN  YOU  GIVE  AS  YOUR  CORPORATE  GIFT. 


Today,  more  and  more  discriminating  corporate  buyers  are  choosing  the  Parker  Insignia.  And 
you  should  too.  Available  in  10  distinctive  finishes,  these  beautiful  pens  arid  pencils  make  a  gift 
hat  is  far  beyond  the  ordinary.  Plus,  your  company's  logo  can  be  JL^   r-v  a  D  1/  IT  D 
placed  on  every  Insignia  with  jewelry -quality  clip  emblems  for  a  most    gj     l/  \  K.  I\  L  IX 

prestigious  corporate  image.  For  more  information,  or  your  com- 
plimentary Corporate  Gift  Guide,  call  1-800-522-3021. 


INSIGNIA 


L1FF.T1MH  GUA    '  NTEEP 


01993  Parker  Pen  USA 


Janesviile  wi  53545  7000-5 


"Achieving  The  Highest  Quality  Standards" 


ADVANCED  QUALITY  SYSTEM 
MANUFACTURING  CERTIFICATE 

DI-9000 


or  the  Boeing  Company,  one  of  the 
cornerstones  of  its  business  strategy  is  the  commitment  to  continuous  improvement  in  the 
quality  of  its  products  and  processes.  To  achieve  this,  Boeing  is  dependent  upon  the  quality  of 
hardware  provided  by  its  top  suppliers.  Suppliers  like  Fansteel  s  California  Drop  Forge 
operation  and  hardware  like  the  high  quality  forgings  they  produce. 

As  Boeing  prepares  to  build  its  next  jet  aircraft,  the  777,  it  has  determined  that  no  parts  will  be 
purchased  from  suppliers  who  fail  to  be  certified  under  its  new  D 1-9000  Quality  System.  A 
system  with  the  toughest  quality  standards  in  the  industry  California  Drop  Forge  is  proud  to 
have  been  approved  for  D 1-9000  status. 

This  approval  represents  the  culmination  of 
months  of  team  work  and  commitment  to  the 
highest  quality  standards  by  Fansteel  California 
Drop  Forge  and  its  personnel.  Achieving  the 
highest  quality  standards  is  one  more  reason 
why  it  will  pay  you  to  know  more  about  us. 

Fansteel  California  Drop  Forge  produces  a  wide  variety  of 
closed  die  and  pancake  forgings  for  the  aircraft,  space,  gas 
turbine  engine  and  medical  industries. 

Fansteel  is  a  Specialty  Metals  Manufacturer  of  Aircraft/Aerospace  and  Weapon  System  Components, 
Forgings,  Sand  Mold  and  Investment  Castings,  Cutting  and  Milling  Tools,  Tool  Holding  Devices,  Coal  Mining 
Tools  and  Accessories,  Construction  Tools,  Wear  Parts  and  Special  Wire  Forms 

[Fansteel 

1  Tantalum  Place  •  North  Chicago,  IL  60064 
708-689-4900 


Computer  Systems  * 


Michael  Hayes  used  to  sell  stocks  on  Wall  Street. 
Now  he  sells  dish  detergent  in  little  southern  towns. 
A  big  comedown?  Not  really. 

From  Wall  Street 
to  nowhere  street 


By  William  Stern 


Merchandise 
at  Fred's 
The  junkier 
it  looks, 
the  better 
it  sells. 


Seven  years  ago  Michael  Hayes, 
then  44,  quit  his  job  as  head  of  corpo- 
rate finance  at  Oppenheimer  8c  Co.  to 
manage  his  own  money.  An  acquaint- 
ance suggested  that  Hayes  check  out 
Fred's,  Inc.  (then  called  Baddour, 
Inc.),  a  family-owned  discount  retail 
chain  based  in  Memphis. 

Fred's  was  attractive  precisely  be- 
cause it  was  unattractive.  It  had  been 
Waltonized — many  of  its  locations 
had  been  invaded  by  Sam  Walton's 
company,  and  Fred's  had  trouble 
competing.  Fred's  was  deep  in  debt 
and  barely  profitable.  But  it  owned 
some  potentially  valuable  locations — 
and  control  could  be  had  cheaply 
because  the  company  desperately 
needed  cash. 

Fred's  started  somewhat  as  Wal- 
Mart  did,  as  a  downscale  niche  mar- 
keter of  low-priced  goods  in  out-of- 
the-way  southern  towns  like  Marked 
Tree,  Ark.  and  Humboldt,  Tenn. 
Starting  with  one  little  store  run  by 
Paul  Baddour,  a  son  of  Lebanese  im- 
migrants, it  had  grown  to  be  a  $318 
million  (revenues)  company  operat- 


ing under  the  name  Fred's — after  a 
brother  of  the  founder.  The  stores 
stocked  chiefly  closeout  items  that 
could  be  sold  for  a  few  dollars  or  less. 

But  when  Paul  Baddour,  son  of  the 
founder,  took  over  in  the  early  1970s, 
he  decided  to  change  strategy,  emu- 
lating Wal-Mart.  This  meant  bigger 
stores  and  broader  inventories — 
30,000-square-foot  stores  in  place  of 
the  old  5,000-square-foot  holes-in- 
the-wall.  But  expansion  meant  bor- 
rowing. By  1986  the  firm  had  run  up 
$56  million  in  debt. 

Paul  Baddour  was  no  Sam  Walton. 
His  buyers  had  neither  the  experience 
nor  the  buying  clout  to  compete 
against  Wal-Mart.  By  late  1986  Fred's 
bankers  were  screaming. 

Mike  Hayes  bailed  the  company 
out.  He  and  a  group  of  partners  lent 
the  firm  $15.3  million  at  8.95%  to 
reduce  its  higher-cost  debt.  Hayes 
extracted  in  return  the  right  to  con- 
vert the  note  into  51%  of  the  equity. 
"The  assets  were  reliable,"  recalls 
Hayes,  "and  the  Fred's  name  was 
valuable."  It  was  Hayes'  hope  that 


with  fresh  capital,  Paul  Baddou 
could  fix  the  company,  after  whicl 
Hayes  would  convert  his  notes  ani 
sell  out  at  a  big  profit  with  a  publi 
offering  of  the  converted  shares.  Th 
Baddours  and  others  would  be  lei 
with  49%  of  a  fixed  company,  rathe 
than  100%  of  a  broken  company. 

The  best-laid  plans  go  oft  astray.  " 
made  a  big  mistake,"  recalls  Hayes 
now  52.  "The  company  had  lost  in 
focus."  In  the  next  three  years  th 
company  lost  $27  million. 

In  September  1989  a  Tennesse 
court  settlement  gave  Hayes  51%  c 
the  company,  Paul  Baddour  immedi 
ately  resigned  as  chief  executive,  an* 
Hayes  took  over. 

"I  was  scared  to  death,"  say 
Hayes,  whose  dreams  of  an  easy  kill 
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tig  had  turned  into  fears  of  losing  a 
tnajor  chunk  of  his  capital.  "I  sudden- 
ly had  3,000  employees  relying  on 
|ne — a  Wall  Street  guy — to  make  the 
light  decisions." 

Hayes  quickly  standardized  Fred's 
ytores  around  a  13,000-square-foot 
jnodel.  He  refocused  Fred's  inventory 
>n  cheap  household  goods  such  as 
i»aper  towels  and  laundry  detergent, 
j;ot  rid  of  big-ticket  items  like  micro- 
paves  and  color  TV  sets,  and  added 
jnany  more  pharmacies.  He  created  a 
ponus  program,  based  on  annual 
arnings  growth  for  senior  executives 
jnd  on  monthly  performance  figures 
lor  store  managers. 

Eugene  Gabor,  manager  of  the 
iTed's  store  in  Southaven,  Miss.,  wel- 
lomed  the  change:  "The  driving 


force  for  everybody  is  money,  and  all 
we  got  from  the  Baddours  was  a  pat 
on  the  back.  You  can  be  sure  I  run  a 
better  store  today.'"  Last  year  Gabor 
took  home  $6,400  in  bonuses — a 
nice  piece  of  change  in  a  town  like 
Southaven. 

Fred's  earned  $3.9  million  pretax 
in  1991  on  sales  of  $291  million.  Last 
year  it  earned  $13.1  million,  and  this 
year  looks  even  better.  In  March  1 992 
Hayes  took  the  company  public:  He 
sold  39%  of  Fred's  shares  to  the  public 
for  $52  million,  using  the  proceeds  to 
wipe  out  most  of  the  company's  debt. 
On  paper,  Hayes'  investment  of  less 
than  $20  million  is  now  worth  close 
to  $45  million.  Of  that,  his  personal 
share  is  over  $15  million;  the  rest 
belongs  to  his  partners  in  the  deal. 


Fred's  is  expanding  again  but  re- 
maining narrowly  focused  so  as  not  to 
go  head-on  against  Wal-Mart.  Hayes 
has  closed  5  stores  and  opened  40 
new  ones  since  taking  over,  and  says 
he  plans  to  build  another  24  next  year. 
Unlike  Wal-Mart,  which  targets 
towns  with  populations  of  10,000 
and  more,  Fred's  needs  just  1,500 
citizens  in  a  town  to  support  a  profit- 
able store. 

It's  a  far  cry  from  entertaining  in- 
vestment banking  clients  on  yachts  in 
New  York  Harbor  to  selling  bleach  to 
welfare  mothers  in  Arab,  Ala.,  but 
Hayes  isn't  complaining.  Says  he: 
"■Most  people  are  lucky  to  find  even 
one  career  to  enjoy.  I've  had  a  hell  of  a 
time  doing  something  completely  dif- 
ferent down  here."  m 


'orbes  ■  November  8,  1993 


117 


mm 


John  Foster  is  furiously  building  his  NovaCare  Inc. 
rehabilitation  group— too  furiously,  say  some  critics, 
but  his  investors  aren't  complaining,  yet. 

Insider  trading 


By  Janet  Novack 

John  FOSTER  has  made  a  fortune 
starting  companies,  recently  in  health 
care,  and  then  selling  them.  But  Fos- 
ter, 51,  swears  he  will  remain  at  the 
helm  of  his  largest  venture,  $539 
million  (fiscal  1993  sales)  NovaCare 
Inc.  and  build  it  into  a  $3  billion 
company  in  five  years.  That  would 
equal  compound  sales 
growth  of  40%  a  year. 

That's  some  growth  rate, 
but  Foster  insists  he  can 
achieve  it.  Based  in  King  of 
Prussia,  Pa.,  NovaCare's 
main  business  is  providing 
rehabilitation  services — 
physical,  speech  and  occu- 
pational therapy — through 
1 ,900  nursing  homes 
around  the  country.  It  also 
owns  seven  rehabilitation 
hospitals  and  is  buying  five 
more.  Foster  plans  to  sell 
large  health  insurance  plans 
a  full  rehabilitation  pack- 
age, including  hospital, 
nursing  home  and  outpa- 
tient care. 

If  he's  successful,  Nova- 
Care's  business  will  leap. 
Today  a  typical  health  plan 
spends  just  2%  to  3%  of  its  dollars  on 
rehabilitation,  and  spends  the  money 
in  a  rather  disorganized  way.  Foster 
and  his  aides  argue  that  if  the  insurers 
contract  with  NovaCare  for  all  their 
rehabilitation  services,  NovaCare 
could  end  up  managing  6%  of  their 
spending.  Their  rationale:  NovaCare 
can  move  patients  out  of  acute  care 
hospitals  and  into  the  company's  re- 
habilitation hospitals  and  nursing 
homes  sooner. 

Will  health  plans  turn  over  manage- 
ment of  rehabilitation  to  NovaCare? 
Foster  plans  to  find  out  with  a  test  in 
Arizona  early  next  year.  If  that  goes 
well,  he  plans  to  offer  insurers  rehab 


services  at  a  fixed  price  per  injured 
patient.  Eventually,  Foster  thinks 
he'll  make  deals  prospectively,  at  a  set 
price  per  health  plan  subscriber. 

In  his  race  to  build  NovaCare  into  a 
company  large  enough  to  bargain 
with  the  big  managed-care  health  in- 
surance plans  he  sees  arising  out  of  the 


NovaCare's 
John  Foster 
He  plans  to  offer 
rehab  services 
at  a  fixed  price 
per  injured 
patient. 


pressure  to  control  costs  and  the  cur- 
rent health  spending  debate  in  Wash- 
ington, Foster  has  taken  a  rather  dar- 
ing approach.  He  has  started  several 
other  rehabilitation  companies 
through  his  venture  capital  firm,  Fos- 
ter Management  Co.  (which  is  based 
in  the  same  King  of  Prussia  office 
building),  and  sold  them  to  publicly 
owned  NovaCare. 

Last  year,  for  instance,  NovaCare 
bought  Orthopedic  Services  Inc.,  the 
nation's  largest  maker  and  fitter  of 
custom  braces  and  artificial  limbs,  for 
$265  million,  $32  a  share,  in  stock. 
Foster  and  his  venture  partners  start- 
ed Orthopedic  Services  in  1987  at  a 


cost  of  12  cents  a  share,  and  took  it 
public  in  1990  at  $16  a  share. 

In  another  related-party  transac- 
tion, NovaCare  is  about  to  pay  $49 
million  in  cash  (including  $19  million 
to  repay  loans  from  Foster  partner- 
ships) for  Rehabilitation  Hospital 
Corp.  of  America,  a  Foster  company 
that  owns  five  rehabilitation  hospitals. 
And  at  some  point  NovaCare  will 
probably  buy  RehabClinics  Inc.,  Fos- 
ter's publicly  traded  chain  of  181 
outpatient  clinics.  NovaCare  is  lend- 
ing RehabClinics  $30  million  to  ex- 
pand this  operation,  which  is  42% 
controlled  by  Foster. 

In  using  NovaCare's  money  to  buv 
companies  from  himself  and  his  part- 
ners, is  Foster  putting  his  own  inter-i 
ests  ahead  of  NovaCare's  sharehold- 
ers' interests?  Richard  Scrushy,  chair-i 
man       of  competing 
HealthSouth  Rehabilita- 
tion Corp.,  sees  a  potential 
conflict.  "I  can  guarantee 
you,"  says  Scrushy,  "that  iij 
today  I  went  out  and  start H 
ed  a  RehabClinics  compa- 
ny, my  board  would  fire  me 
and  probably  sue  me." 

Foster  rejects  such  criti- 
cism. To  the  contrary,  says 
Foster,  "NovaCare's  board 
has  determined  that  NovaJ 
Care  is  not  in  the  venture; 
capital  business."  He  says 
Novacare  will  enter  othen 
segments  of  the  rehabilita- 
tion industry  only  by  buyj 
ing     already  established 
companies.  He  notes  thai 
the  timing  and  price  o\ 
deals  between  his  compa- 
nies are  determined  by  out 
side  directors  using  outside  advisers) 
Alex.  Brown  analyst  Neal  Bradshei 
says  NovaCare  is  paying  a  fair  price  foil 
Rehabilitation  Hospital  Corp.  based 
on  prior  transactions,  though  he  addi 
he  is  pessimistic  about  margins  in  thfl 
hospital  business  and  would  be  cau 
tious  about  paying  that  much  today. 

About  half  of  NovaCare's  stock  i^ 
ow  ned  by  institutional  investors  ( ini 
eluding  Fidelity  funds,  with  5%);  anaj 
lysts  w  ho  have  recommended  Nova^ 
( lare  also  say  they've  looked  closely  al 
the  inside  transactions,  and  found 
nothing  to  shake  their  confidence  in 
Foster  or  the  company. 

Foster  does  have  one  blot  on  hi: 
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Commander 


AIRCRAFT  COMPANY 
announces 

The  Commander  Corporate  Aircraft  Program 

Are  you  tired  of  the  overburdened  hub  and  spoke  commercial  airline  system? 
Would  you  rather  fly  in  your  own  luxurious  aircraft,  at  your  convenience,  for  less? 

For  less  than  $20,000  after  tax  per  year,  your  company  can  own,  operate,  maintain  and  fly  its 

own  Commander  114B  corporate  aircraft  — 
the  finest  four  place  high  performance  single  engine  aircraft  in  the  world. 


Commander  Aircraft  Company,  together  with  our  growing  worldwide  network  of 
Authorized  Sales  and  Service  Representatives,  provides  a  complete  program  of  assistance  and 
upport  for  your  corporate  aircraft:  financing,  insurance,  service  and  support,  hangar,  flight 
nstruction,  and  arranging  to  have  a  personal  pilot  on  call  as  required  to  meet  your 
ransportation  needs. 

FOR  MORE  INFORMATION  ON  THE  COMMANDER  AIRCRAFT  COMPANY  CORPORATE  AIRCRAFT  PROGRAM  CONTACT: 
COMMANDER  AIRCRAFT  COMPANY,  MARKETING  DEPARTMENT,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 

TELEPHONE:  (405)  495-8080  FACSIMILE  (405)  495-8383 

The  Commander  1 14B  IFR-equipped  base  price:  $285,000 

'Based  on  approximately  25,000  miles  of  annual  travel  and  estimated  cost  of  financing,  maintenance,  operation,  insurance  and  taxes. 

©1993  Commander  Aircraft 


that  form 


There's 


Willi  Wausan,  your  empl<  a  its'  group  health  claims  are  always  handled 
by  the  same  claim  service  representatives.  They  know  your  business.  They 
'  know  your  employees  and  their  concerns.  Because  claims  are  lx*tter 
handled  when  they're  handled  personally. 


ESSE 


WAUSAU 

NATIONWIDE1  INSURANCE  GROW 


Wausau  Insurance  Companies,  2000  Westwood  Dr..  Wausau,  WI  ShOI  i-«(X)-S-i2-S-i08  a+  a.m.  lie*  Rating 


NovaCare 

health  care  career.  In  1980  he  startec 
Foster  Medical  Corp.,  a  home  health 
care  services  and  equipment  compfl 
ny.  He  took  it  public  in  1982  and  sold 
it  in  1984  to  Avon  Products  Inc.  foi 
$240  million  in  stock.  Foster  got  a 
great  deal.  Foster  Medical  soon  stum- 
bled, and  was  sold  off  by  Avon  in 
1987  and  1988  at  a  loss.  Foster'J 
associates  blame  too  rapid  growth 
under  Avon  and  regulatory  changes 
for  the  company's  deterioration. 

Say  this  for  John  Foster:  The  inves- 
tors in  his  public  companies  have 
done  very  well,  so  far.  While  Nova  J 
Care's  share  price  is  down  sharp}) 
from  its  52-week  high,  to  a  recent) 


Foster  predicts 
that  NovaCare  stock 
will  sell  between 
$50  and  $80  a  share 
in  1998.  If  so, 
John  Foster, 
already  rich, 
will  be  very  rich. 


$13,  it  is  still  triple  its  split-adjusted 
1986  offering  price  of  $4.25.  Foster's 
other  public  company,  RehabClinicsi 
went  public  in  June  1992  at  $13  and) 
recently  traded  for  $19. 

NcwaCare's  earnings  per  share 
grew  24%  in  fiscal  1993;  most  analysts 
expect  a  20%-to-30%  gain  in  fiscal 
1994,  ending  next  June  30.  But  Alex 
Brown's  Bradsher  says  that  despite 
NcwaCare's  "strong  management" 
he  is  no  longer  recommending  the 
stock;  he  worries  that  NovaCare, 
along  with  most  other  providers,  will 
suffer  from  constricting  margins. 

Unfazed  by  such  skepticism,  Fos- 
ter sticks  to  his  prediction  that  Nova-i 
Care  will  be  a  highly  profitable  $3 
billion  (sales)  company  by  1 998 j 
when  its  stock  will  sell  between  $50 
and  $80  a  share.  If  so,  John  Foster] 
already  rich,  will  be  very  rich.  At) 
current  prices  his  5%  of  NovaCare  is 
worth  about  $30  million;  the  10%  ori 
so  of  RehabClinics  that  FORBES  fig- 
ures he  owns  through  partnerships  is 
worth  another  $18  million.  And 
those  figures  exclude  the  more  than 
half  of  his  personal  wealth  that  he 
keeps  safely  outside  the  publicly  trad-^ 
ed  companies,  just  in  case  his  rosy 
predictions  fail  to  materialize.  I 
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Now  Doing  Business  InThe  Big  Apple 
Is  Almost  As  Easy  As  Pie. 


At  Con  Edison,  we're  working  with  the  City  of  New  York  to  help  your  business 
take  advantage  of  the  worlds  greatest  marketplace. 

Together  we're  making  it  easier  for  you  to  move  here  by,  among  other  things, 
helping  you  cut  through  red  tape. 

And  we're  making  it  easier  for  you    •  Ma.i  this  coupon  to 

.  i         rr     •  i  i      2  CON  EDISON  ECONOMIC  DEVELOPMENT 

to  do  business  here  by  ottering  reduced    •          po  box  900.  new  york,  ny  10003 
energy  rates  and  much  more.              j    Please  send  me a  free, PE£S Developme-  booklet 
To  find  out  about  all  we  can  do  for    :  name  


you,  call  Con  Edison  at  212-460-4000.  •  COMPANY NAME- 


Apple  Pie.  And  get  ready  to  taste  new    ;  '  0! 

-     STATE  ZIP  PHONE  I  V- 


Come  take  your  slice  of  the  Big    ;  — <?j 

Die  P 
profits. 

Ediion  iS§  ^  City  of *New%A^ 


Does  the  tremendous  increase  in  Third  World 
populations  mean  that  the  world  faces  famine? 
No,  because  in  the  race  between  productivity 
and  famine,  agricultural  productivity  is  winning. 

Thwarting  the 
grim  reaper 


By  Ronald  Bailey 

Lester  Brown,  president  of  the 
Worldwatch  Institute,  sees  doom 
ahead  for  the  human  race.  For  the  last 
quarter  century  Brown  has  been  in- 
sisting to  a  generally  receptive  media 
that  agricultural  productivity  has 
reached  its  limits  and  that  famine  will 
soon  decimate  the  poorer  nations. 
Dennis  Avery  says  Brown  has  it  all 


w  rong.  Avery,  57,  is  the  son  of  a 
county  agricultural  extension  agent. 
All  his  life  he's  had  dirt  under  his 
fingernails,  figuratively  speaking.  Off 
to  college,  he  studied  agricultural 
economics  at  Michigan  State  Univer- 
sity. He  later  went  to  work  for  the 
U.S.  Department  of  Agriculture  as  a 
policy  analyst.  In  1980  he  became  the 


State  Department's  chief  analyst  f< 
global  agricultural  issues.  He  is  now 
gentleman  farmer  in  the  foothills  ( 
the  Allegheny  Mountains  nea 
Swoope,  Va.,  raising  a  few  head  a 
cattle  and  horses.  He  serves  as  direc 
tor  of  the  Hudson  Institute's  Centfl 
for  Global  Food  Issues. 

Says  Avery:  "It  was  at  the  Stat 
Department  [in  the  1980s]  that 
began  to  realize  just  how  fast  th 
Third  World  was  making  agriculture 
progress.  It  was  astonishing." 

Avery  travels  hundreds  of  thou 
sands  of  miles  annually  to  observe  ani 
talk  about  the  ecological  benefits  <: 
high-yield  farming. 

"I  have  been  the  most  optimisti 
analyst  in  the  world  food  busines 
over  the  last  dozen  years,"  says  Avery 
"And  even  then  I've  underestimate! 
the  progress  that's  been  made.  Fvery 
body  else  has  radically  underestimat 
ed  how  rapidly  Third  World  farmer 
could  increase  their  productivity." 

He  makes  a  powerful  case.  In  th 
last  30  years  world  agricultural  pro 
ductivity  has  tripled.  Farmers  world 


The  Hudson 
Institute's 
Dennis  Avery 
and  his  horse 
He  thinks  high- 
yield  farming 
is  a  rain  forest's 
best  friend. 
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'With  generations  of  employees  counting  on  us, 
we  can  t  settle  for  mediocrity.  That's  why  our 
pension  managers  hedge  with  CBOT  Treasury 
futures.  Very  stable  results.  Very  positive!' 


Marc  L.  Werner 
Chief  Financial  Officer 
R.D.  Werner  Co.,  Inc. 


fenerations  of  Werners  have  built  the  biggest  ladder  company  in  the  world.  But  its  the  generations  of 
amilies  Werner  employs  that  make  it  strong.  So  it's  no  wonder  that  Werner  plans  its  pension  fund  for  long 
erm  performance.  That's  why  their  fund  managers  control  portfolio  risk  with  CBOT  Treasury  futures.  Not 
mly  does  this  give  them  superior  results,  but  also  the  benefits  of"  ..  expediency,  flexibility  and  lower  costs'' 
Concludes  Marc  Werner,  "The  difference  we  see  in  our  bottom  line  pension  results  is  quite  substantial." 

To  find  out  how  Treasury  futures  can  impact  your  bottom  line,  x=>         ■   _       q         .  , 

all  for  a  copy  of  "Treasury  Futures  for  Institutional  Investors"  at  W  ^niCaQO  DOgm  OT  llgge 

-800-THE-CBOT.  ext.  6001.  or  l-.'il2-i:*5-:*.>:>8,  ext.  6001  HHHHHHMUHHHH 


A  Powerful  Choice  For  Your  IRA 


Consider  Benham  Utility  Income  Fund 
For  Your  Retirement  Plan  Rollover 


1946 


UTILITY  STOCK  YIELDS  VS.  STOCK  MARKET  YIELDS' 


1992 


VJ'ver  the  past  25  years,  utility  stocks  have  provided  higher  yields  and 
more  price  stability  than  the  broader  stock  market.  While  there  is  no  assur- 
ance this  trend  will  continue,  Benham  Utilities  Income  Fund  offers  you  the 
potential  for  rising  income  and  long-term  capital  appreciation.  As  with  all 
Benham  funds,  you  pay  no  sales  commissions  or  12b- 1  fees.  And  according 
to  Morningstar,  Inc.,  our  operating  expenses  of  0.75%  are  significantly 
lower  than  the  1.15%  average  for  all  utility  funds. 

Call  1-800-472-3389,  Dept.  821 

□  The  Benham  Group® 

Managing  $10  billion  in  true  no-load  mutual  funds 

Call  for  a  free  investment  guide  and  prospectus  with  more  complete  information  on  management 
fees  and  expenses.  Please  read  it  carefully  before  you  invest.  The  Fund  s  yield  and  share  price  will 
vary.  You  may  have  a  gain  or  loss  wnenyou  sell'your  shares.  The  chart  above  is  not  indicative  of 
the  Fund's  future  performance.  *  Source:  Standard  &  Poor's  Security  Price  Index  Record. 
Benham  Distributors,  Inc.,  1665  Charleston  Road,  Mountain  View,  CA  94043 


S  u  p  e  r  W  id  e  RADAR  +  LASER 


Which  Gift  Is  Guaranteed  To  Delight 
•••  YourJFavorite  Driver? 


▲  A 

WRONG  answer:  RIGHT  answer: 

The  traditional  necktie.  This  exaordinary 

Passport  45001 

This  holiday,  knock  the  socks  off  your 
favorite  driver  by  giving  the  gift  guaran- 
teed to  delight:  a  Passport  4500  SuperWide 
radar+laser  detector.  Passport  4500 
provides  total  4-band  protection  from 
both  radar  and  laser  (including  SuperWide 
Ka  frequencies).  And  it  comes  with  our 
new,  exclusive  DPR  Anti-Falsing  Circuitry 
to  minimize  Ka  falsing. 

This  holiday,  choose  the  right  gift. 
Give  a  Passport  4500  SuperWide. 


ESCORT  products  are  designed  and  manufactured  in  the  USA. 


To  order,  call  toll-free: 

1-800-433-3487 

Passport*  4500  SuperWide  $229 

plus  shipping  &  handling.  Ohio  res.  add  6%  sales  tax. 

Ask  About  Our  Money-Back 
Holiday  Guarantee 

ESCORT 
►  Department  501003 
5200  Fields-Ertel  Road 
Cincinnati,  Ohio  45249 

ESCORT 

The  Innovative  Edge"1 


Dennis  Avery 

wide  substituted  better  crop  varieties 
pesticides  and  fertilizers  for  extr; 
acreage. 

So  a  fast-growing  world  populatioi 
is  being  fed  in  the  1990s  on  about  tin 
same  amount  of  crop  square  miles 
Without  high-yield  farming,  Aver 
calculates  that  an  additional  10  mil 
lion  square  miles  of  wilderness,  great 
er  than  the  total  area  of  North  Ameri 
ca,  would  have  been  plowed  dowi 
in  order  to  feed  the  world's  curren 
population. 

"Today's  typical  environmentalis 
worries  about  how  many  spiders  an< 
pigweeds  survive  in  an  acre  of  mono 
culture  corn  without  giving  environ 
mental  credit  for  the  millions  of  or 
ganisms  thriving  on  the  2  acres  tha 
didn't  have  to  be  plowed  because  w 
tripled  crop  yields,"  declares  Avery. 

World  population  is  still  growing 
China  has  passed  the  1  billion  mar 
and  India  is  getting  there.  Happih 
agricultural  researchers  are  nowher 
near  the  limits  for  improving  cro] 
yields. 

The  biggest  gains  in  productivit 
will  continue  to  come  from  breedin 
better  crop  varieties.  For  example 
hybridization  has  already  boosted  to] 
yields  in  corn  in  the  U.S.  by  more  tha: 
sixfold.  The  growing  season  for  ric 
has  been  shortened  from  180  to  ll1 
days  worldwide,  allowing  for  doubl 
and  even  triple  cropping.  And  re 
searchers  believe  they  can  increase  ric 
productivity  by  60%  in  the  early  2 1  s 
century. 

Now,  says  Avery,  there's  even  mor 
good  news.  Modern  tillage  method 
drastically  reduce  soil  erosion.  Widel 
practiced  conservation  tillage  use 
shallow  disc  plowing  and  leaves  cro 
residues  on  the  soil  surface,  cuttin 
erosion  by  50%.  And  in  newfangled 
no-till  farming,  the  soil  is  never  bare 
"As  of  the  1970s,  for  the  first  time  i 
10,000  years,  farmers  suddenly  ha> 
an  alternative  to  bare  earth  farming, 
says  Avery. 

No-till  crops  are  planted  through 
covering  of  sod  that  is  killed  back  wit 
an  herbicide.  The  growing  crop  i 
later  seeded  over  with  grass  to  protec 
the  soil  surface  after  harvest.  No-ti 
farming  cuts  soil  erosion  up  to  98°A 
More  than  100  million  acres  of  farm 
land  in  the  U.S.  already  use  one  c 
these  methods. 

But  aren't  many  of  the  gain 
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Give  Your  Company's 
Decision-Makers  The  Support  They  Need 
To  Make  Better  Decisions. 


he  right  information,  in  the  right  hands,  at  the  right  time  can  give 
your  company  the  edge  it  needs  to  survive,  the  competitive  edge  it  must 
have  to  succeed.  Metaphor's  Data  Interpretation  System  software  is 
the  decision  support  environment  that  truly  addresses  the  challenges  of 
company- wide  decision  making. The  technology 
that  empowers  people  to  make  better  decisions. 
The  approach  that  unites  everyone  behind  your 
common  purpose.  All  backed  with  the  service 
you  can  stake  your  reputation  on.  For  more 
than  a  decade,  Metaphor  has  been  helping 
companies  add  tens  of  millions  to  their  bottom  line  —  grow  their  sales, 
slash  their  costs,  understand  —  and  serve  —  their  markets  better.  We  want 
to  help  you,  too.  To  find  out  more  about  how  a  decision  support 
system  can  work  for  you,  just  call  us  toll-free  at  1  -  800-346-3824.  Or  fax  us 
at  (415)  966-8282.        Metaphor.  Everywhere  smart  decisions  are  made. 


FOR  YOUR  COPY 
OF  OUR  24-PAGE 
INFORMATIVE 
GUIDE,  'MAKING 
BETTER  DECISIONS 
WHAT  TODAY  S 
BUSINESS 
SHOULD  DEMAND  FROM  DECISION 
SUPPORT  "  CALL  OR  FAX  US  TODAY. 


METAPHOR 


I99J  Metaphor  Inc  METAPHOR  ,i  a  rendered  trademark  ol  Metaphor  Inc  All  ntrhls  reserved 


IN  A  NURSERY  BUILT, 

WrTH  A  BOND  INSURE 

NEVER 0\ 

THE     L  I  T  T 

Listening  to  your  thoughts.  Understanding  your  needs.  Responding  to  your  questions,  comments  and  concerns.  77 
are  dozens  of  details  in  every  insured  municipal  bond  transaction.  And  attending  to  them  all  is  the  difference  between  g 
client  service  and  average.  It's  also  the  difference  between  strong  relationships  and  weak.  Between  exceeding  expectat 
and  simply  meeting  them.  Between  deals  that  get  done  and  those  that  languish  on  desktops  and  in  committees. 

By  taking  care  of  the  little  things,  and  keeping  our  eye  on  the  big  picture  as  well,  we  at  AMBAC  have  succeeds 


One  State  Street  Plaza,  New  York,  New  York  10004;  (212)  668-0340 


nTEWBORN 


A  HOSPITAL  FUNDED, 

:Y  A  COMPANY  THAT 

lRLOOKS 

E  THINGS. 


mig  a  solid,  stable  company  whose  insurance  spells  security  and  high  quality  for  thou- 
\s  of  investors  all  across  America.  We're  triple- A  rated.  And  we  can  point  to  a  longer 
id  of  service  than  anyone  else  in  the  municipal  bond  insurance  business. 
\f  you've  got  a  deal  waiting  to  be  born,  call  (21 Z)  208-3400.  We'll  send  you  our  new 
\,  For  the  Life  of  the  Bond. 

OU         HAVE         OUR         WORD  ON 


Dennis  Avery 


LEFT: 

No-till  farming 
The  first 
alternative 
to  plowing 
in  10,000  years. 


RIGHT: 

Miracle  maize 
Science  has 
increased 
corn  yields 
sixfold. 


achieved  through  the  use  of  danger- 
ous pesticides  and  herbicides?  "The 
newest  pesticides  are  typically  no 
more  toxic  than  table  salt,"  says 
Avery.  The  old  broad  gauge  persis- 
tent pesticides  have  been  largely  re- 
placed with  ones  that  biodegrade 
within  days  or  weeks  and  can  be  safely 
applied  using  just  a  pair  of  gloves. 
Modern  pesticides,  for  example,  tar- 
get the  enzymes  of  particular  weeds  or 
disrupt  the  reproduction  cycle  of  spe- 
cific insects — thus  having  virtually  no 
effect  on  neighboring  species. 

For  forestry,  too,  Avery  sees  hope. 
"Through  cloning,  we're  speeding 
up  the  plant  breeding  process  in  trees 
dramatically,"  says  Avery.  Instead  of 
taking  100  years  to  raise  three  genera- 
tions from  seed  to  mature  tree  to 
usable  seeds,  with  cloning,  the  breed- 
ing process  can  be  telescoped  into 
only  four  or  five  years.  For  example,  a 
typical  natural  forest  in  Sweden  pro- 
duces 3  cubic  meters  ofpulpwood  per 
hectare  annually.  But  in  Brazil  a 
cloned  version  of  the  Georgia  yellow 
pine  is  producing  50  cubic  meters  of 
pulpwood  per  hectare  per  year.  Every 
acre  of  that  Brazilian  pulpwood  plan- 
tation, in  effect,  saves  IS  acres  of  wild 
forest  from  the  ax. 

The  greatest  threat  to  biodiversity, 
Avery  believes,  is  in  the  Third  World, 
particularly  in  the  tropics,  where 
farmers  continue  to  practice  low-yield 
agriculture.  But  high-yield  farming 
offers  them  an  alternative  to  plowing 
down  more  wildlife  habitat  to  feed 
growing  populations. 

"There  is  absolutely  no  possibility 


Searching  for  biotech  breakthroughs 

Gene  research  will  boost  crop  yields  even  higher  in  the  21st  century. 


that  the  Third  World  can  hire  enough 
game  wardens  to  protect  wildlife  if 
people  are  starving,"  says  Avery. 
High-yield  farming  will  do  more  to 
save  the  wildlife  than  an  army  of 
wardens.  Without  better  farming, 
"the  gorillas,  the  elephants  and  the 
Bengal  tigers  will  be  gone  before  the 
enviros  have  time  to  protest  to  any 
meaningful  government." 

For  instance,  corn  yields  in  West 
Africa  currently  are  a  meager  0.8  tons 
per  hectare.  Each  new  mouth  to  feed 
means  plowing  up  more  land.  Simply 
by  switching  to  hybrid  seeds  and  fer- 
tilizers, African  farmers  can  boost 
production  ninefold,  to  7  tons  per 
hectare.  Conceivably,  this  could 
mean  that  as  many  as  8  hectares  could 
be  allowed  to  return  to  their  natural 
state  as  habitat  for  wildlife. 


A  recent  study  by  the  authoritativi 
Consultative  Group  on  Internationa 
Agricultural  Research  bolsters  Denni 
Avery's  analysis.  The  study's  author 
Donald  Plucknett,  estimated  in  Set 
ence  magazine  that  worldwide  har 
vests  could  be  boosted  by  50%  i 
existing  improved  crop  varieties  am 
agricultural  know-how  were  mad< 
more  widely  available. 

Avery  has  nothing  but  scorn  fo 
those  who  advocate  organic  farm 
ing — which  involves  lower  crop  yield 
and  requires  more  land  to  raise  th< 
same  amount  of  food.  "How  mam 
millions  of  square  miles  of  wildlifi 
habitat  are  the  environmentalists  will 
ing  to  sacrifice  in  order  to  have  organ 
ic  farming?"  says  Avery.  He  shakes  hi: 
head.  "This  is  a  strange  way  to  sav< 
wildlife."  ■ 
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©1993  J  P  Morgan  &  Co  Incorporated 


The  family 
portrait  will 
still  be  around 
in  100  years. 
Will  the  assets? 


Families  live  on.  Unfortunately,  the  same  doesn't  always  hold  true  for  their  wealth.  The 
point  is,  as  the  family  tree  grows,  so  must  the  assets.  Which  is  why  a  central  part  of  private 
banking  at  Morgan  is  something  we  call  Generational  Planning.  A  unique  planning  process 
that  combines  our  fiduciary  expertise  with  our  global  investment  capabilities.  Enabling  you 
and  a  team  of  family  advisors  to  tailor  creative  vehicles  for  growing  and  transferring  your 
assets  efficiently  from  one  generation  to  the  next.  The  most  important  aspect?  Morgan  will 
be  there  from  one  generation  to  the  next.  If  you  have  assets  of  $5  million  or  more,  call 
Richard  B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  t  jy  m* 
at  (415)  954-3200,  J.R  Morgan  California.  Private  Banking  J  "  IVIOI 

New  York,  Wilmington,  Del ,  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London.  Madrid.  Milan,  Nassau,  Paris.  Geneva.  Zurich.  Hong  Kong,  Singapore.  Tokyo 


Although  they  have  little  in  common  except  an 
ancestor,  the  two  branches  of  the  Block  family 
manage  to  share  the  running  of  a  communications 
empire  and  yet  run  it  successfully. 

Peace 

in  the  family 


By  William  P.  Barrett 

William  Block  Jr.  was  surprised  and 
more  than  a  little  milled  on  June  30 
when  he  read  in  the  Toledo  Blade  that 
the  157-year-old  newspaper  had  just 
hired  a  new  managing  editor. 

A  new  editor?  As  the  paper's  co- 
publisher  and  president  of  the  compa- 
ny  that  owns  it,  shouldn't  Block  have 


seen  the  story  before  his  readers? 

Turns  out  the  announcement  was 
made  by  his  cousin,  John  Robinson 
Block,  the  Blade's  other  copublisher 
and  its  editor  in  chief.  On  the  phone, 
Rill  Jr.  demanded  an  explanation. 

Sony,  said  John.  It  was  an  over- 
sight. He  just  forgot  to  tell  Bill  Jr. 


John  Robinson  Block  (left)  and  his  twin  brother,  Allan 

After  their  father's  death,  they  hired  one  of  Toledo's  toughest  lawyers. 


And  that  was  the  end  of  the  ma 
because  the  voting  stock  of  the  n< 
paper's  parent,  Blade  Commur 
dons,  Inc.,  is  equally  owned  by 
Block  Jr.'s  side  of  the  family 
John's.  Moreover,  by  agrcvm 
John  makes  the  editorial  decision 

Little  love  is  lost  between  Bill 
branch  of  the  family — headed  b) 
father,  William  Block  Sr.  of  P 
burgh — and  John's  Toledo  bra: 
But  peace  is  maintained  by  a 
hammered  out  in  1989  for  sha 
power  in  the  $300  million  (estim 
annual  revenues)  business,  B 
Communications,  Inc. 

The  fortune  was  founded  bv 
Block  (1875-1941),  the  Gem 
born  son  of  an  immigrant  rag  r 
chant.  After  dropping  out  of  scho 
the  early  1890s,  Block  started  sel 
advertising  for  his  hometown  Eh 
(N.Y.)  Sunday  Telegram,  then  mc 
to  New  York  City  and  formed  his 
advertising  agency.  He  began  im 
ing  in  newspapers — among  them 
Newark  (N.J.)  Star-Eagle,  the  De 
Journal,  the  New  York  Evening  A 
all  long  dead  but  important  pape 
their  day. 

In  1926  Paul  Block  bought 
Toledo  Blade  for  $4.5  million — 
million  of  it  reportedly  borro\ 
Becoming  a  big  wheel  in  New  Y 
Block  had  dated  Ziegfeld  Fc 
blonde  Marion  Davies  and  is  beli< 
to  have  introduced  her  to  fellow  j 
lisher  and  good  friend  William  I 
dolph  Hearst,  launching  the  leg< 
ary  Hearst- Davies  love  affair. 

Hearst  might  have  stolen  his 
but  over  the  years  Block  and  H< 
did  a  lot  of  business  together, 
Block  sometimes  buying  papers  ii 
own  name,  with  financing  i 
Hearst.  In  1927,  for  example,  H< 
and  Block  announced  they  were  > 
buying  two  Pittsburgh  newspa 
that  through  swaps  and  mer 
would  give  Block  the  morning  . 
Gazette  and  Hearst  the  aftern 
■Sun-Telegraph.  In  reality — and 
cretly — Hearst  put  up  all  the  m( 
and  controlled  both  papers. 

By  the  late  1920s  Block  contrc 
12  papers — plus  a  radio  station- 
was  running  the  country's  fou 
largest  newspaper  chain,  bel 
Hearst,  Gannett  and  Scripps.  Bui 
1929  market  crash  wiped  out  Blc 
personal  stock  holdings  and  he  ha 
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'As  we  enter  the  21st  century,  I  believe  that 
globalization  will  progress  to  a  point  much 
further  than  any  of  us  can  foresee." 

Jong-Hyon  Chey 
Chairman  of  the  Sunkyong  Group 


With  annual  revenues  of  more  than  $14  billion  and  over  22,000  employees  on  five 
continents,  Sunkyong  is  dedicated  to  globalization.  Leadership  in  the  fields  of 
energy,  international  trade,  petrochemical  products  and  engineering  &  construction 
places  Sunkyong  in  the  top  five  business  groups  in  Korea.  We  have  growing 
commitments  in  fine  and  specialty  chemicals,  engineering  plastics  and  pharmaceuticals 
as  well  as  telecommunications,  distribution  and  financial  services. 

The  result  in  the  United  States  -  Sunkyong  generates  close  to  $1  billion  in  annual 
revenues  working  with  hundreds  of  American  companies,  and  it  has  strategic 
alliances  with  such  giants  as  Polaroid  and  the  Fleming  Companies. 

These  alliances  reflect  the  focused  application  of  time,  energy  and  resources 
required  for  a  shared  understanding  of  objectives  -  a  shared  vision  of  economic 
globalization.  A  vision  we  at  Sunkyong  are  dedicated  to  making  a  reality. 

To  find  out  how  Sunkyong  can  help  make  your  vision  a  reality,  contact  John  Rich, 
Sunkyong  U.S.A.,  Inc.,  110  East  55th  Street,  New  York,  N.Y.  10022  Fax  (212)  906-8137. 

FOR    SUCCESS    WORLDWIDE,    SAY  SUNK¥ON<l 

Sunkyong  Limited   Sunkyong  Industries   SKC  Sunkyong  Engineering  and  Construction    Yukong  Limited 


Park  Avenue. 

Its  heated  driver's  seat  should  be 
warmly  received. 

Standard  dual  air  bags,  anti-lock  brakes  and 
DynaRide®  suspension.  Even  warm  touches  like  an 
available  heated  driver's  seat.  You'll  be  very 
comfortable  with  the  quality  of  your  Park  Avenue. 
To  find  out  more,  call  1-800-4A-BUICK, 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


The  Block  family 


Twentieth  Century  Growth  Investors 

This  hardworking  fund  has  long  been  the  winning  approach  for 
common  stock  mutual  fund  investors.  In  fact,  $10,000  invested  in 
Growth  Investors  on  June  30, 1973,  was  worth  $467,438  only  20 
years  later—  $367,817  ahead  of  the  S&P  500  Index.* 


$467,438 

Value  on  6/30/93 


Average  Annual  Total  Returns  as  of  6/30/93 
20  Years  21.19% 
10  Years  12.55% 

5  Years   1 5.66% 

1  Year  7.40% 


A  $10,000  investment 
on  6/30/73 


For  more  complete  information  about  our  family  of  no-load  mutual 
funds,  including  charges  and  expenses,  call  for  your  free  informa- 
tion kit  and  a  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  Missouri  64141-6200 


©  1993  Twentieth  Century  Services.  !nc 
FBS/PKT/IKT 


Investments  That  Work" 


The  original  Paul  Block 
A  big  wheel  in  his  time. 


finance  his  fancy  lifestyle  by  mortga^ 
ing  his  papers.  Eventually  creditoi 
forced  Block  to  sell  9  of  them. 

What  was  left,  however,  wj 
enough  to  create  a  new  fortune.  Tc 
day  the  Block  family  is  worth  an  est 
mated  $600  million;  and  Williar 
Block  Sr.,  with  a  fortune  worth  ha 
that,  is  on  Forbes'  list  of  the  40 
wealthiest  Americans.  The  weak 
stems  from  two  smart  deals  Pat 
Block  made.  In  1937  he  borrowe 
$2.75  million  to  buy  out  Hearst' 
secret  interest  in  the  Pittsburgh  Posi 
Gazette,  and  in  1938  he  made  Toled 
a  monopoly  newspaper  town  by  bu\ 
ing  (and  closing)  the  ailing  News-Bt 
from  E.W.  Scripps  for  $780,000. 

When  he  died  at  66  in  1941  in  hi 
apartment  in  New  York's  Waldori 
Astoria  Towers,  he  was  carried  to  hi 
grave  by  ex-President  Herbert  Hoc 
ver,  among  others.  And  his  death  se 
the  stage  for  today's  family  standoff. 

Both  sons,  Bill  Sr.,  26,  and  Paul  Ir 
30,  were  promptly  named  copub 
lishers  of  the  papers.  But  tall,  lank 
and  low-key  Bill  Block  Sr.  was  in  th 
Army  and  couldn't  join  the  compan 
immediately.  Dominating  and  force 


Marion  Davies  with  her  longtime 
companion,  William  Randolph  Hearst 
Block  lost  the  girl  but  got  the  deal. 


Growth  Investors:  a  Smart  IRA  Choice 


*The  Standard  and  Poor's  500  Index  is  an  unmanaged  group  of  stocks  considered  to  be  representative  of  the  stock 
market  in  general.  ■  Data  quoted  represents  past  performance  and  assumes  reinvestment  of  all  distributions 
Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 
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SHECK  OUT  THE  GUARDIAN 

"THE  BEST  OF 
THE  BEST" 

STOP!  DON'T  BUY  ANY  OTHER  POLICY  BEFORE  YOU  TALK  TO  US. 


TUC  YUUK 

The  Guardian  is  one  of  the  strongest  financial  1  nc  INSURANCE 

companies  in  America.  Here's  the  proof:  GUARDIAN  COMPANY 

1.  The  highest  ratings  from  the  leading  independent  rating  services  * 

2.  Ranked  #1  industry-wide  on  the  basis  of  20-year  Interest  Adjusted 
Costs  at  ages  25,  35  and  45. 

3.  A  mutual  fund  (The  Guardian  Park  Avenue  Fund®)  awarded  five 
stars  by  Morningstar  (6/25/93)  and  placed  on  the  Forbes  Honor  Roll 
for  the  past  six  years.** 

4.  For  the  third  consecutive  year,  recognized  by  FORTUNE®  as  the  #1 
insurance  company  of  the  50  largest  in  America  based  on  net 
income  as  a  percent  of  assets. 

5.  Dividends  paid  EVERY  YEAR  since  1868  and  up  40%  in  the  past 
five  years.  (1992  dividend  was  the  highest  total  dividend  payout  in 
Guardian's  history!) 

6.  In  the  forefront  of  group  coverage  for  both  large  and  small 
companies. 


7.  A  leader  in  innovative  Disability  Income  Protection  plans. 


8.  A  high-quality,  professional  career  agent  field  force. 

For  more  evidence  of  our  outstanding  performance,  just  call  your  Guardian 
representative  or  1-800-662-1006.  We'll  show  you  why  The  Guardian  is  the 
intelligent,  financially  strong  choice  for  Life  Insurance,  Group  Insurance, 
Reinsurance,  Disability  Income  Protection  or  Equity  Products.** 

Rated  "AAA"  by  Standard  and  Poor's,  "Aaa"  by  Moody's  and  A++  by  A.M.  Best. 

Morningstar,  Inc.,  a  nationally  recognized  mutual  fund  rating  organization,  seeks  to  identify  those 
funds  that  produce  the  highest  level  of  return  in  relation  to  their  overall  level  of  risk.  The  Forbes  Honor 
Roll  selects  approximately  20  mutual  funds  each  year  from  over  1,000  stock  funds  ranked  for  con- 
sistency of  results,  moderate  risk  and  continuity  of  management  Request  a  prospectus  with  more 
complete  information,  including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send 
money.  Equity  products  are  offered  through  Guardian  Investor  Services  Corporation",  an  indirect 
wholly  owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America. 
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^  The  Guardian 

The  Intelligent  Choice5" 

Since  1860 
&1993  The  Guardian  Life  Insurance  Company  of  America 


The  Block  family 


ful,  Paul  Jr.  took  charge  soon  after. 
[  k  smashed  his  leg  skiing  and  got  a 
medical  deferment.  In  1943  he 
moved  to  Toledo,  home  of  the  fami- 
ly's biggest  moneymaker,  the  Blade. 
In  1946  Bill  Block  Sr.  mustered  out  of 
the  Army,  moved  to  Pittsburgh  and 
took  control  of  the  Post-Gazette. 

The  brothers  were  as  different  in 
temperament  as  in  physical  appear 
ance  and  choice  or  residence.  They 
sometimes  endorsed  different  presi- 
dential candidates,  and  occasionally 
clashed  on  acquisitions.  "Toledo  and 
Pittsburgh  were  treated  very  separate- 
ly, and  there  wasn't  much  coopera- 
tion between  the  two,"  wrote  Bill 
Block  Sr.  in  privately  published  mem 
oirs.  The  two  sides  of  the  family  rarely 
socialized.  Says  Bill  Block  Sr.  today: 
"It's  probably  good  we  stayed  apart." 

The  fortunes  of  their  respective  pa- 
pers also  diverged.  While  the  Toledo 
Blade  earned  good  money,  the  Pitts- 
burgh Post-Gazette  frequently  lost 
money  in  a  tough,  competitive  mar- 
ket, and  soon  found  itself  falling  fur- 
ther behind  Scripps'  Pittsburgh  Press. 
In  1961  the  Blocks  acknowledged 
defeat  by  forming  a  39-year  joint 
operating  agreement  with  Scripps. 
Under  the  agreement  Scripps  ran  all 
departments  except  editorial — and 
took  most  of  the  profits. 

Meanwhile,  the  third  generation 
was  growing  up.  In  Pittsburgh,  Bill 
Block  Sr.  had  four  children;  Bill  Jr., 
born  in  1944,  followed  him  into  ac- 
tive management  of  Blade  Communi- 
cations. In  Toledo  Paul  Block  Jr.  had 
one  child  by  his  first  marriage  and 
twins  John  and  Allan  by  his  second. 
The  twins  wanted  to  play  an  active 
role  in  the  company.  When  their  fa- 
ther died  in  1987,  at  75,  they  hired 
one  of  Toledo's  toughest  lawyers. 

This  is  where  family  feuding  could 
easily  have  forced  the  sale  or  dismem- 
berment of  the  company.  Instead,  the 
two  branches  of  the  family  (and  their 
lawyers)  went  behind  closed  doors 
and  emerged  a  year  later  with  one  of 
the  most  curious  documents  ever  to 
emerge  from  a  family  squabble.  On 
the  surface  the  agreement  was  a  mon- 
strosity. But  it  worked. 

Effective  January  1989,  John  Block 
was  put  in  charge  of  editorial  opera- 
tions at  all  of  the  family's  papers.  His 
twin  brother  Allan  got  cable  and  TV. 
The  twins'  Pittsburgh  cousin  Bill 


William  Block  Jr.  (left)  and  his  father 
They  chased  Scripps  out  again. 


Block  Jr.  was  given  command  of  the 
business  side  of  the  newspapers  and 
was  named  president  of  Blade  Com- 
munications, the  family  holding  com- 
pany. His  father,  Bill  Sr.,  became 
chairman  of  the  holding  company. 

To  deal  with  that  50-50  split  in 
voting  stock,  an  executive  committee 
composed  of  the  four  Blocks  was 
created,  using  an  obscure  provision  of 
Ohio  law.  Ties  can  be  broken  by  an 
appointed  outsider. 

Twins  John  and  Allan  Block  are 
brash,  opinionated  bachelors  who 
fancy  themselves  idea  people;  editori- 
al and  broadcast  operations  are  very 
much  their  cup  of  tea.  Bill  Jr.,  now  48, 
trained  as  a  lawyer  and  deliberate  in 
his  speech,  acts  as  a  brake,  insisting  on 
realistic  financial  projections  for  new 
ventures.  Thoughtful  Bill  Block  Sr., 
now  78,  acts  as  senior  statesman. 

The  newly  reorganized  Block  team 
was  put  to  the  test  last  year  in  Pitts- 


burgh when  E.W.  Scripps  confrontc 
the  featherbedding  Teamsters  unioi 
In  May  1992  the  Teamsters  struc 
closing  both  Scripps'  Press  and  tl 
Blocks'  Post-Gazette.  "I  thought  v 
would  never  publish  again,"  says  B 
Block  Sr.  But  as  the  dispute  draggc 
on,  Scripps  surprised  everyone — ii 
eluding  the  Blocks — by  putting  tl 
Press  up  for  sale  in  October  1992. 

Several  bidders  emerged,  includir 
Mellon  heir  Richard  Scaife,  but  tl 
Blocks  temporarily  closed  ranks  an 
successfully  bid  a  complicated  pacl 
age  worth  maybe  $100  million.  "V\ 
didn't  hesitate  a  minute,"  John  Blo<. 
says.  Patriarch  Paul  Block  had  wc 
Toledo  from  Scripps  in  1938.  Fif 
years  later,  his  heirs  eliminate 
Scripps  as  a  competitor  in  Pittsburg 

But  don't  think  the  Block  fami 
split  ended  with  the  Pittsburgh  dc 
"We  have  an  arrangement  that  h 
worked  and  will  endure,"  says  Joh 
Block.  "We  have  some  of  the  aspec 
of  a  family  business.  But  I  would  pi 
down  the  tact  we're  related."  I 
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"he  rising  value  of  pension  plan  assets 

5  adding  billions  of  dollars  to  corporate  profits, 

)ut  nothing  rises  forever. 

Dark  lining  to 
a  silver  cloud 


ly  Norm  Alster 

£  the  stock  and  bond  markets 
jrge,  so  does  the  value  of  corporate 
ension  plan  assets.  The  Pension  Ben- 
fit  Guaranty  Corp.  estimates  that 
5%  of  all  defined  benefit  corporate 
ension  plans  are  now  fully  funded  or 
verfunded,  meaning  they  have  at 
:ast  as  much  in  assets  as  they  need  to 
leet  their  obligations.  Companies 
re  now  using  these  surpluses  to  boost 
:ported  earnings. 
Is  there  a  dark  lining  to  this  silver 
loud?  Unfortunately,  there  is.  Smart 


investors  like  William  Ruane,  chair- 
man of  the  $1.5  billion  (net  assets) 
Sequoia  Fund,  worry  that  future  in- 
vestment results  will  require  adjust- 
ments in  pension  accounting  assump- 
tions that  could  hurt  corporate  earn- 
ings. "Barring  sustained  and  lower 
interest  rates,  the  probability  of  at- 
taining the  return  rates  we  currently 
have  is  very,  very  low,"  warns  Ruane. 

To  see  what  Ruane  means,  let's  take 
an  oversimplified  hypothetical  exam- 
ple. Suppose  a  company  has  pension 


liabilities  of  $850  million,  and  pen- 
sion assets  of  $850  million.  The  plan 
is  in  balance.  Then  the  stock  and  bond 
markets  shoot  up  and  the  assets  jump 
to  $1  billion.  Suddenly  the  plan  is 
overfunded  by  $150  million. 

How  to  account  for  that  surplus? 
Under  the  accounting  profession's 
Statement  of  Financial  Accounting 
Standards  No.  87,  Employers'  Ac- 
counting For  Pensions,  any  company 
that  had  an  overfunded  pension  plan 
in  1987  was  told  to  amortize  the 
pension  surplus  over  15  years  or  less. 
The  surplus  was  thus  booked  as  a 
credit  to  earnings  over  that  period.  In 
our  hypothetical  example,  the  compa- 
ny would  add  $10  million  a  year  as  a 
"pension  credit"  to  earnings,  assum- 
ing it  used  the  entire  15 -year  amorti- 
zation period. 

By  themselves  the  amortized  sur- 
pluses provide  a  nice  kicker  to  the 
bottom  line.  But  there's  another  as- 
pect of  pension  credits  that  makes 
them  even  more  valuable.  It's  compli- 
cated, but  in  essence  it's  this:  Compa- 
nies must  make  assumptions  about 
the  returns  they're  likely  to  earn  on 
their  pension  assets.  If  they  assume 
they'll  earn  more  income  than  they 
need  to  cover  their  pension  costs, 
then  the  expected  annual  excess  is 
added  to  the  pension  credit — further 
boosting  reported  earnings. 

Back  to  our  hypothetical  example. 
Suppose  the  company  has  $1  billion 
in  assets  and  incurs  pension  costs  of 
$80  million  a  year.  It  must  earn  8%  to 
cover  costs.  But  the  plan  managers 
think  they  can  earn  10%  a  year  on  the 
assets.  The  difference  between  known 
expenses  and  expected  earnings  is  $20 
million;  this  amount  is  added  to  the 
company's  $10  million  a  year  in  am- 
ortized surplus  assets.  Total  pension 
credit  to  the  bottom  line:  $30  million. 

In  the  real  world,  these  pension 
credits  are  adding  a  lot  of  fat  to  corpo- 
rate bottom  lines  (see  table).  Jack 
Ciesielski,  president  of  accounting  re- 
search firm  R.G.  Associates  and  pub- 
lisher of  the  Analyst's  Accounting  Ob- 
server, notes  that  at  Cincinnati  Mila- 
cron  last  year,  aftertax  pension  credits 
represented  over  30%  of  net  income 
from  continuing  operations. 

The  USX- us  Steel  Group  lost  an 
adjusted  $5.08  a  share,  but  were  it  not 
for  the  pension  credit  the  loss  would 
have  been  $7.81  per  share.  Another 


Riding  for  a  fall? 


Company 

Adjusted 

Estimated 

Aftertax 

Assumed 

EPS 

aftertax  pen- 

credit as  % 

return 

sion  credit 

of  EPS 

rate 

Teledyne 

$0.56 

$0.45 

80.4% 

6.0% 

USX-US  Steel  Group 

-5.08 

2.73 

53.7 

11.0 

Monarch  Machine  Tool 

-0.45 

0.24 

53.3 

8.5 

Zapata 

0.02 

0.01 

50.0 

9.0 

Cincinnati  Milacron 

0.58 

0.18 

31.0 

9.5 

Acme  Metals 

-0.53 

0.14 

26.4 

98 

Westvaco 

2.06 

0.38 

18.4 

11.5 

General  Signal 

1.72 

0.28 

16.3 

9.5 

Sotheby's  Holdings 

0.13 

0.02 

15.4 

9.5 

Vulcan  International 

1.11 

0.17 

15.3 

8.0 

St  Joe  Paper 

0.51 

0.07 

13.7 

7.5* 

International  Paper 

3.34 

0.44 

13.2 

10.0 

AM  Castle 

0.47 

0.06 

12.8 

9.5 

Valley  Resources 

0.74 

0  09 

12.2 

9.0 

Curtiss-Wright 

4.29 

0.49 

11.4 

7.0 

Pitt-Des  Moines 

1.79 

0.20 

11.2 

9.0 

Mead 

1.94 

0.21 

10.8 

10.0 

St  Joseph  Light  &  Power 

2.23 

0.24 

10.8 

9.0 

All  figures  are  for  year-end  1992.  Earnings  adjusted  for  extraordinary  items.  *Represents  midpoint  of  range  disclosed, 
not  actual  return  assumption.   Source:  R.G.  Associates. 

hat  will  happen  to  these  reported  earnings  if  the  market  drops? 
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NUMBERS  GAME 


example:  at  GTE  last  year,  pension 
credit  growth  accounted  for  41%  of 
grow  th  in  net  income  from  continu- 
ing operations. 

At  McDonnell  Douglas  Corp., 
pension  credits  represented  over  23% 
of  adjusted  net  income,  excluding 
special  charges  and  gains.  Note  that  in 
McDonnell  Douglas1  case,  the  credit 
was  enhanced  because  die  company 
increased  the  rate  of  return  it  assumes 
it  will  earn  in  the  future  on  the  pen- 
sion assets.  The  assumed  rate  was 
hiked  from  8.3%  to  9.3%.  General 
Electric  boosted  its  rate-of-return  as- 
sumption in  1991 ,  from  8.5%  to  9.5%, 
and  booked  an  aftertax  credit  of  $380 
million.  This  enabled  til.  to  report  a 
2.4%  growth  in  net  income.  Without 
its  pension  credit  gk's  net  income 
would  have  declined  by  2.5%  the  pre- 
vious year,  says  Ciesielski. 

Keep  in  mind  that  these  are  credits, 
not  cash.  As  such  they're  not  available 
for  corporate  reinvestment  or  for  divi- 
dend hikes.  And  often  pension  credits 
can  cloak  mediocre  operating  results 
and  distort  performance  comparisons 
between  firms  in  the  same  industry. 

Next  question:  What  happens  to 
earnings  when  the  financial  markets 
stop  going  up,  and  managements  are 
obliged  to  reduce  their  rate-of-return 
assumptions? 

With  that  question  in  mind,  R.G. 
Associates'  Ciesielski  looked  at  AT&T's 
financials.  Last  year  AT&T's  pension 
credits  accounted  for  7.6%  of  net 
income,  thanks  in  part  to  an  upward 
revision  in  rate-of-return  assumptions 
from  8.6%  to  9%.  But  according  to 
Ciesielski's  calculations,  if  AT&T  had 
lowered  its  expected  return  by  just 
0.4%,  to  8.2%,  earnings  growth  for 
the  year  would  have  been  just  9.2% 
instead  of  the  15.3%  it  recorded. 

Downward  revisions  are  inevitable, 
given  the  nature  of  financial  markets 
and  the  optimistic  rate-of-return  as- 
sumptions managers  are  now  making. 
Think  of  it  this  way.  Around  half  of 
the  $1.1  trillion  in  defined  benefit 
pension  plan  assets  are  invested  in 
equities.  Over  the  last  20  years  the 
U.S.  stock  market  has  averaged  a  7.5% 
annual  return. 

Yet  a  recent  study  by  Greenwich 
Associates,  the  financial  consulting 
and  research  firm,  found  that  the 
mean  assumed  rate  of  return  for  the 
s&p  500  is  9.8%,  while  27%  of  those 


companies  studied  actually  expee 
their  stocks  to  earn  10%  or  mor 
annually  for  the  next  five  years.  A 
Westvaco  Corp.,  w  here  pension  cred 
its  last  year  accounted  for  over  1 8%  9 
earnings,  the  overall  assumed  rate  | 
return  is  11.5%.  At  International  Pa 
per,  where  pension  credits  accounts 
for  over  1 3%  of  earnings,  the  assurrifj 
rate  of  return  is  10%. 

Sequoia  Fund's  Bill  Ruane  oh 
serves  that  fixed  income  holdings  ca 
currently  generate  around  7%.  So  b 
earn  9%  or  10%  returns,  firms  ar 
assuming  double  digit  gains  on  thei 
equity  holdings — and  making  tin 
above-average  assumption  at  a  rathe 
late  stage  in  one  of  the  century 
greatest  bull  markets.  Ruane  esti 


"Barring  sustained  and 
lower  interest  rates, 
the  probability  of  at- 
taining the  return  rates 
we  currently  have  is 
very,  very  low." 


mates  that  a  2-percentage-poir 
downward  adjustment  in  assume 
rates  of  return  would  knock  aroun 
$22  billion  off  reported  corporat 
earnings — though  he  thinks  it  \vi 
take  time  before  companies  start  t 
reduce  their  rate-of-return  assump 
tions.  "The  actual  changes  which 
fully  expect  to  occur,"  he  says,  "vi 
not  come  about  too  quickly  becaiffl 
the  [portfolio  performance]  pictur 
through  the  rearview  mirror  is  jiij 
terrific." 

Some  fund  managers  are  tryin 
their  best  to  delay  the  day  of  reckor 
ing.  Rodger  Smith,  a  partner  £ 
Greenwich  Associates,  says  he's  starl 
ing  to  hear  pension  fund  manage] 
talk  about  adding  emerging-mark< 
debt  to  the  portfolios  under  the: 
management — discounted  loans  an 
bonds  issued  by  governments  an 
companies  in  places  like  Brazil,  Tui 
key,  India. 

Should  such  risky  paper  be  incluc 
ed  in  pension  accounts?  Probably  no 
but  without  it  many  corporate  mar 
agements  are  going  to  have  to  ci 
their  rate-of-return  assumptions,  an 
their  earnings.  "Do  investors  knoi 
what  diey're  buying?"  wonders  R.C 
Associates'  Ciesielski.  ■ 
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Without  Black, 
it  would  all  be  flat. 


Ultimately  theres  Black: 


UN&SOMMfSr  I  (.0  NY,  NY  JOHNNIf  WAlK[W  ■  BtA,f*  t.AOfl- 
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IF  you're  LOOKING  AT  EUR#PE 


The  Netherlands,  which  transformed 
distribution  into  logistics,  champions 
'Value-added  logistics"- 
a  competitive  strategy 
that  can  speed  your 
entry  or  expansion  in 
Europe  as  distribution 
channels  change  rapidly. 

It  is  a  strategy  that  can  help  you  hit 
the  ground  running  in  Europe,  an 
increasingly  united  but  still  differen- 
tiated market. 

Value-added  logistics  goes  beyond 
mere  physical  distribution,  a  task  in 
which  the  Netherlands  is  already 
unsurpassed  because  of  Rotterdam's 
and  Schiphol's  ideal  locations,  and 
beyond  logistics,  which  adds  brains 
to  brawn. 


Dutch  experience  in  value-added  logistics  satisfies  your  need 
to  meet  customized  order  specifications  in  combination  with 
speedy  delivery  to  end  users  throughout  Europe. 

In  the  Netherlands,  you  will  find  the  perfect  infrastructure 
for  adding  value  to  all  types  of  products  through  assembly, 
customization,  testing,  burn-in  or  even  repair  activities. 


Netherlands- 


poreignlnvestment 
 Agency—— 


Under  the  same  roof,  you  can  also  repack  your  goods,  label 
them,  take  orders,  handle  invoicing,  and  offer  after  sales 
support  and  service  for  your  European  customers. 

WHEN  YOU'RE  READY  TO  GO  THE  NEXT  STEP, 
REMEMBER  YOU  CAN  MAKE  IT  IN  HOLLAND. 


For  more  information,  contact: 

Cap  Vermeulen,  Executive  Director 
Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza,  New  York,  NY  10020 


EW  YORK  (212)  246-1434  •  SAN  MATEO  (415)  349-8848  •  CHICAGO  (312)  616-8400  •  LOS  ANGELES  (310)  477-8288  •  OTTAWA  (613)  237-5030 


rhis  material  is  published  by  Ogilvy  Adams  &  Rinehart,  which  is  registered  as  an  agent  of  the  (iovern- 
nent of  the  Netherlands.  It  isfded  with  the  Department  of  Justice  where  the  required  registralicm 
statement  is  available  lor  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  by 
he  United  Stales  Government. 


From  Sao  Paulo  to  Singapore,  more  people  aroi 

BECAUSE  Citibank's  experience  and  expertise  in  emerging  markets  is  unequalled  — over  90  years 
in  Asia  and  75  years  in  Latin  America.  BECAUSE  Citibank  has  the  largest  worldwide  branch 
network,  offering  millions  of  clients  the  most  advanced  and  effective  banking  services  available  today. 


*  world  choose  Citibank  than  any  other  hank. 

BECAUSE  Citibank  is  the  leading  global  private  bank,  providing 
nvestment  management  services  with  a  distinctly  international  focus. 
BECAUSE     THE     CITI     NEVER  SLEEPS. 


CITIBANK® 


Buying  a  small  business  can  destroy  your  ego,  ruin  your 
marriage,  wipe  out  your  bank  account.  It  can  also  be 
the  most  exhilarating  thing  that  will  ever  happen  to  you. 

"Am  I  going 
to  mind 
sweeping 

the  floors?" 


By  Fleming  Meeks  and  Nancy  Rotenier 


Two  weeks  after  closing  the  deal  to 
buy  a  small  medical  equipment  dis- 
tributor, Susan  Taylor  got  a  disturb- 
ing phone  call.  It  was  her  bank.  The 
banker  wanted  to  know  what  she 
wanted  to  do  with  the  third  account. 
The  third  account?  There  was  a  petty 
cash  account  and  a  corporate  account, 
but  Taylor  didn't  know  anything 
about  a  third  account. 

As  it  turns  out,  the  third  account 
was  the  one  the  business'  previous 
owner  had  used  to  siphon  off  profits. 
And  that  call  was  the  beginning  of  a 
year-long  nightmare. 

Taylor  is  one  of  tens  of  thousands 
who  will  have  to  cope  with  unexpect- 
ed situations  like  that  this  year. 
Thomas  West,  executive  director  of 
the  700 -member  International  Busi- 
ness Brokers  Association,  estimates 
that  250,000  businesses  changed 
hands  last  year  at  prices  of  $5  million 
or  less.  That  number  appears  to  be 
growing.  Business  brokers  from 
around  the  country — Forbes  spoke 
with  more  than  40  of  them  for  this 
article — all  say  buyers  and  sellers  are 
increasingly  active. 

None,  not  one,  of  these  deals  will 
be  trouble-free  from  the  start. 

The  sellers  are  often  members  of 
the  World  War  II  generation  near 
retirement  age  and  wanting  to  cash  in. 


The  buyers  are  frequently  corporate 
executives,  usually  men  in  their  40s 
and  early  50s,  fleeing — or  having 
been  ejected  from — corporate  life. 

Buying  an  established  business  is, 
generally  speaking,  less  risky  than 
starting  from  scratch.  According  to 
business  brokers,  four  out  of  every  five 
small  businesses  that  change  hands 
are  still  in  business  five  years  later.  By 
contrast,  the  Small  Business  Adminis- 
tration claims  that  two  in  five  startup 
businesses  survive  for  six  years. 

However,  Susan  Taylor,  whose 
name  we've  changed  at  her  request, 
can  testify  that  those  first  years  as  the 
new  owner  of  an  established  business 
can  be  rocky. 

After  13  years  as  a  middle-level 
executive  at  a  large  midwestern  man- 
ufacturer, Taylor  was  making 
$60,000  a  year  and  was  bored  with 
corporate  life.  It  was  time  to  have  her 
own  business.  But  she  didn't  want  to 
start  one.  "I  was  35,  not  25,  and  I 
didn't  have  a  burning  desire  to  start 
from  scratch,"  she  says. 

In  February  1990  Taylor  quit  her 
job  (her  husband  kept  his)  and  began 
a  methodical  search  for  her  dream 
company.  She  had  about  $200,000  in 
savings,  and  figured  that  with  seller 
and  bank  financing  she  could  leverage 
that  to  buy  a  business  with  between 


John  Hassan, 
former  marketing 
vice  president  at 
Drackett  Co.,  now 
owner  of  Champion 
Printing,  Inc. 
"I  used  to  spend 
80%  of  my  time  in 
meetings  and 
writing  reports  and 
20%  of  my  time 
doing.  Now  I  spend 
95%  of  my  time 
doing." 


$500,000  and  $3  million  in  revenue; 

Taylor  wanted  to  buy  a  company  i 
an  industry  she  thought  had  gool 
long-term  potential,  such  as  healt 
care  or  building  products.  Usinj 
chamber  of  commerce  directories  an 
on-line  databases  like  Dun  &  Brad 
street's  at  a  local  university  library,  sh 
built  a  database  of  companies  within 
50-mile  radius.  Then  she  screened  he 
list  for  companies  with  sales  withi 
her  parameters,  and  preferably  wit 
owners  who  were  55  or  older  an) 
might  be  ready  to  retire. 
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Armed  with  names  of  around  80 
ompanies,  she  hired  a  local  business 
iroker  to  cold-call  the  owners  to  feel 
hem  out  about  selling.  Brokers  usu- 
lly  represent  the  seller.  But  since 
"aylor  was  looking  for  businesses  that 
/eren't  already  on  the  market,  she 
ired  a  broker  to  aid  in  her  search.  By 
uly  she  had  kicked  the  tires  on  20 
aisinesses  that  might  be  for  sale  and 
arrowed  her  list  to  one.  It  was  a  $1 .6 
lillion  (revenues)  distributor  of 
igh-tech  equipment  to  hospitals  and 
links  that  was  running  in  the  red. 


For  the  next  four  months,  Taylor 
met  weekly  with  the  owner  of  the 
business — we'll  call  him  Mr.  Jones — 
to  learn  the  business  while  her  broker 
negotiated  the  price.  Her  lawyer  and 
accountant  examined  the  company 
and  pronounced  it  basically  sound. 

By  November  Taylor  and  Jones 
had  a  deal.  She  would  pay  $80,000  up 
front  and  another  $320,000  over  the 
next  several  years.  As  part  of  the  deal, 
Jones  got  a  five-year  contract  to  stay 
on  as  sales  manager. 

Two  weeks  after  the  deal  closed, 


Taylor  got  the  call  from  her  banker 
about  the  third  account.  When  she 
asked  Jones  about  it,  he  hemmed  and 
hawed  and  said  it  was  personal.  Since 
it  only  contained  a  few  thousand  dol- 
lars, Taylor  let  the  matter  pass.  "I  was 
trying  to  pick  my  battles  carefully," 
she  explains.  "So  I  let  it  go." 

Then,  just  before  the  end  of  the 
year,  the  office  manager  made  a  casual 
comment  about  the  company's  inflat- 
ed inventory.  It  seems  that  Jones' 
policy  had  been  to  write  up  the  value 
of  the  company's  inventory  every  time 
a  supplier  raised  prices,  then  flow  the 
gain  into  the  third  account. 

Taylor  began  ripping  through  the 
company's  records.  Over  the  next  few 
months,  she  pieced  together  a  paper 
trail  that  showed  how  Jones  had  si- 
phoned off  as  much  as  $100,000  into 
the  third  bank  account. 

It  got  worse.  On  close  inspection, 
she  found  that  much  of  the  compa- 
ny's inventory  was  obsolete.  Her  pan- 
ic increased  when  she  realized  that  she 
not  only  had  bought  a  warehouse  full 
of  overvalued  inventory,  but  was  also 
potentially  liable  for  the  back  taxes  on 
several  years'  worth  of  skimmed  cash. 
Clearly  her  accountant  hadn't  done  a 
decent  job  of  vetting  the  deal,  and 
neither  had  her  lawyer. 

Worse,  the  business  was  flagging.  A 
new  product  line  wasn't  selling  well, 
but  Jones  insisted  on  devoting  one  of 
the  company's  four  salesmen  to  it. 
Taylor  later  learned  that  Jones  owned 
a  stake  in  the  line's  manufacturer. 

Taylor's  lawyer  counseled  her  to 
sell  the  business  back  to  Mr.  Jones  for 
whatever  he  would  give  her.  Growing 
wiser  by  the  minute,  Taylor  fired  that 
lawyer  and  hired  another  to  go  after 
Jones.  Six  months  of  acrimonious  liti- 
gation followed.  Legal  fees — they 
would  reach  $50,000  before  it  was  all 
over — were  eating  her  up,  and  there 
was  no  end  in  sight. 

She  was  getting  discouraged,  but  a 
year  after  buying  the  company,  it  hit 
her.  Jones'  lawyer  was  a  partner  in  the 
same  firm  that  handled  her  family's 
estate  planning.  Taylor  thought  he 
must  have  known  exactly  how  long 
she  could  afford  to  keep  fighting.  She 
threatened  the  law  firm  with  conflict 
of  interest  charges.  Suddenly,  Jones 
offered  to  settle. 

In  January  1992  Jones  took  the 
business  back,  releasing  Taylor  from 
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Buying  a  business 


Kathie  Stone,  owner  of  Winhall  Market 

in  Bondville,  Vt. 

The  business  is 

a  success,  but  buying  it 

broke  up  her  marriage. 


her  contract  and  returning  her 
$80,000  down  payment.  But  her 
loss — her  time,  legal  and  broker's  fees 
and  damaged  ego — was  considerable. 
She  says  that  she  still  fears  for  her 
physical  safety — Jones,  she  says,  has 
an  explosive  temper  and  once  told  her 
he  kept  a  gun  in  his  office — which  is 
why  she  asked  FORBES  not  to  reveal 
her  identity. 

Taylor  has  been  doing  some  con- 
sulting and  says  she's  thinking  about 
buying  another  business.  Only  next 
time  she  vows  to  be  less  trusting  and 
go  in  with  a  partner.  "If  I'm  lying 
awake  all  night,"  she  says,  "I  want 
someone  else  lying  awake,  too." 

So,  here  was  a  case  w  here  a  buyer 
had  thought  she  had  covered  all  the 
bases,  only  to  discover  that  she 
hadn't  covered  them  w  ith  competent 
people. 


Buying  a  business,  in  short,  is  not 
like  buying  a  stock  or  buying  an  annu- 
ity. Says  Boynton  Beach,  Fla. -based 
business  appraiser  Kenneth  MacKen- 
zie:  "I  tell  all  of  my  clients  to  look  into 
the  mirror  and  ask  themselves,  'Am  I 
going  to  mind  sweeping  the  floors? 1  " 

Consider  the  case  of  John  Hassan. 
Three  years  ago  Hassan  was  the  vice 
president  of  marketing  at  Cincinnati- 
based  Drackett  Co.  A  subsidiary  of 
Bristol-Myers  Squibb,  Drackett 
makes  products  like  Drano,  Windex 
and  Vanish.  But  when  he  was  passed 
over  for  the  top  job  after  20  years, 
Hassan,  then  47,  decided  to  move  on. 

In  June  1990  he  quit  his  $200,000- 
a-year  job  and  went  looking  for  a 
manufacturing  company  that  made  a 
final  product  he  could  market.  He  had 
$750,000  in  down  payment  money. 
A  year  later,  having  followed  leads 


from  attorneys,  accountants  and  busi 
ness  brokers,  he  found  what  he  w  ant 
ed  in  his  native  Cincinnati. 

Champion  Printing,  Inc.  was  no 
and  is  not  a  sexy  consumer  product: 
company.  It  prints  order  forms  m& 
attached  envelopes  that  are  bounc 
into  catalogs,  and  direct  mail  piece: 
used  for  fundraising  by  nonprofits 
Hassan  thought  the  business  was  un 
dermarketed.  The  owner,  then  in  hi: 
late  sixties,  was  running  the  comparn 
from  Florida. 

Hassan  put  $10,000  down  ant 
agreed  to  buy  the  company  following 
due  diligence,  which  cost  abou 
$50,000.  Satisfied,  he  closed  the  dea 
in  January  1992.  The  price:  $2.5  mil 
lion.  Hassan  put  down  25%,  the  selle 
took  back  a  note  for  25%,  and  a  banl 
lent  Hassan  the  balance. 

Then  came  the  shocks.  A  man  run 
ning  a  small  business  doesn't  have  th< 
support  and  backup  he  would  get  in  , 
big  outfit.  "'Before,"  he  says,  1 
would  come  up  with  an  idea  and  I'c 
have  four  people  to  execute  it.  Now 
have  to  do  it  myself."  For  example 
when  Hassan  wanted  to  expand  intc 
Canada,  he  identified  potential  client 
himself,  and  then  flew  coach  to  To 
ronto  to  meet  with  them.  At  trad< 
shows  he  often  mans  the  booth  him 
self,  and  when  traveling  he  tries  to  sta; 
over  Saturday  night  to  get  the  cheap 
est  airfare.  That's  his  own  money  he' 
spending  now. 

This  chapter  has  a  happy  ending 
Champion  is  doing  well.  Since  Has 
san  bought  it,  sales  are  up  a  third  anc 
profits  have  more  than  kept  pace 
Hassan,  now  50,  says  he  pays  himsel 
more  than  he  made  at  Drackett  anc 
there  are  other  rewards.  "I  used  t( 
spend  80%  of  my  time  in  meetings  anc 
writing  reports  and  20%  of  my  tim< 
doing,"  he  says.  "Now  I  spend  95%  o 
my  time  doing." 

But  then  there  were  those  drear 
Saturday  nights  spent  in  a  hotel  tc 
save  airfare.  Business  broker  Briar 
Knight  of  Country  Business,  Inc.  ii 
Manchester,  Vt.  says  he  always  warn: 
couples  that  if  their  marriage  isn' 
strong,  buying  a  company  is  not  go 
ing  to  make  it  stronger.  "Ninety  per 
cent  of  buyers  are  men,"  says  Knight 
"and  if  they  don't  bring  their  wives  tc 
the  meeting,  we  don't  have 
meeting." 

Buying  a  business  broke  Eugenj 
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Never  has  the  Bentley  racing  tradition  been  expressed  as  powerfully  as  in  the  new  Continental  R  coupe. 
One  turn  of  the  key  unleashes  more  power  than  ever  before,  and  a  magnitude  of  torque  that  can  only  be  described 
as  herculean.  This  incomparable  sensation  is  bolstered  by  the  security  of  free  scheduled  maintenance"  on  all  1994 
Bentley  motor  cars  for  three  years  and  unlimited  mileage.  Inspect  the  Continental  R,  the  legendary  Turbo  R  and 
the  sporting  Brooklands  at  your  authorized  Bentley  dealer.  Please  call  (800)  237-6557. 


©  Rolls-Rovce  Motor  Cars  Inc.,  1993.  The  names  "Bentley/  "Turbo  R"  and  "Brooklands,"  the  badge  and 
the  radiator  grille  are  registered  trademarks.  "Restrictions  apply.  Contact  an  authorized  dealer  for  details. 


A  great  gift 
for  family,  friends 
or  associates! 


YOU 
CAN... 

Achieve  Financial 
Independence 


James  E.  Stowe 


,e 


by  James  E.  Stowers,  founder 
of  the  Twentieth  Century  Mutual  Funds 

"Superb  advice  from  the  ultimate  pro." 

MALCOLM  S.  FORBES.  JR 

For  a  free  brochure,  or  to  order,  call: 

1-800- 633 -3775 

Deer  Publishing,  Inc. 


THE  MUHLENKAMP  FUND 


Investing 
For  total 
Return 


Ron  Muhlenkamp 


Average  Annual  Returns 
Through  8/31/93 


ONE  YEAR  +28.3% 


TWO  YEAR  +21.5% 


THREE  YEAR  +24.3% 


•  100%  No  Load  •  IRA's  Available 
•  $200  min.  investment 

Call  1-800-860-3863 

for  a  free  prospectus 
and  more  information. 

Muhlenkamp  &  Company,  Inc. 

12300  Perry  Highway  •  Wexford,  PA  15090 

Please  read  the  prospectus  carefully  before  you 
invest.  This  offer  is  made  to  persons  residing 
in  jurisdictions  where  such  offer  can  legally 
be  made.  Past  performance  does  not  guarantee 
future  results.  Fund  shares  when  redeemed 
may  be  worth  more  or  less  than  original  cost. 


Buying  a  business 

Cassidy  and  Kathie  Stone's  marriage. 
Six  years  ago  Cassidy,  then  52,  was 
working  as  a  consultant  to  the  finan- 
cial industry;  Stone,  48,  was  in  mar- 
keting in  the  book  publishing  indus- 
try. They  lived  in  an  elite  New  York 
Citv  suburb  and  had  incomes  well 
into  six  figures.  But  Cassidy  wanted  to 


get  away  from  the  rat  race  and  run 
little  retail  operation. 

Working  through  brokers  and  clas 
sifted  ads,  Stone  found  Winhall  Marj 
ket,  a  gourmet  food  store  in  Bond, 
ville,  Vt.,  near  the  base  of  the  Sua' to 
Mountain  ski  resort.  The  pricq 
$550,000.  Stone,  the  more  liquid  a 


Ask  now 
or 

regret 
forever 


Business  brokers  say 
most  buyers  spend  a  year  or 
more  looking  for  a  busi- 
ness. During  that  time,  a 
potential  buyer  may  fol- 
low leads  on  several  dozen 
businesses,  and  talk  seri- 
ously with  the  owners  of  1 0 
to  20.  Before  getting  seri- 
ous— due  diligence  will 
take  you  about  three 
months  and  cost  $20,000 
to  $30,000— would-be 
buyers  should  get  satisfac- 
tory answers  to  the  fol- 
lowing questions: 

■  Why  is  the  owner  selling? 
Common  reasons:  retire- 
ment, death  and  divorce. 
If  the  answer  turns  out  to 
be  boredom  or  burnout, 
make  sure  the  seller  isn't 
simply  trying  to  make  his 
headaches  yours. 

■  Does  my  business  experi- 
ence fit?  Marketing  execu- 
tives who  worked  for 
manufacturers  often  think 
they  know  the  manufac- 
turing business.  And  vice 
versa.  Chances  are  they 
don't. 

■  Do  I  have  the  right  atti- 
tudeflfyou  think  sweeping 
floors  and  filing  are  be- 
neath you,  buying  a  small 
business  is  probably  a  bad 
idea.  Corporate  executives 
are  often  disappointed 
with  the  small  support 
staffs,  long  hours,  tedious 
tasks  and  tight  finances  of 
small  business  ownership. 

■  How  strong  is  the  com- 
pany's market  position? ^  Sell- 
ers can  exaggerate  how 
many  big  customers  they 
have  and  how  much  busi- 
ness the  company  does  with 
those  customers.  Do  due 


diligence  diligently. 

■  Can  the  business  pay  me 
an  adequate  salary  and gir 
me  a  return  on  my  invest- 
ment'.'Very  often  eager 
buyers  forget  to  figure 
their  salary  into  projec- 
tions. A  business  should 
pay  a  competitive  salary, 
and  provide  a  target  of 
25%  annual  return  on 
investment. 

■  Is  my  family  behind  me? 
Business  ownership  is 
tough  on  marriages. 
Consider  a  postnuptial 
agreement. 

■  What  are  the  seller's 
plans?  Sellers  will  often  sta 
on  after  a  sale  to  help  in 
the  transition.  Make  sure 
you  get  the  deal  in  writ- 
ing. And  if  the  seller  leaves 
make  sure  you  have  a 
noncompete  agreement. 

■  Do  I  need  an  appraisal? 
If  you  have  little  finance  exi 
perience,  an  independent 
valuation  is  a  good  idea. 
But  expect  to  spend 
$2,000  to  $10,000  for  it. 
you  do  know  your  way 
around  a  balance  sheet,  yoi 
might  want  to  skip  the 
appraisal.  But  you  may 
want  to  plow  your  way 
through  Valuing  Small 
Businesses  and  Profession- 
al Practices,  by  Shannon 
Pratt  (Business  One  Ir- 
win, $90;  503-222-0577) 

■  Do  I  have  good  profes- 
sional advice? Once  you  dc 
cide  to  get  serious  about 
buying  a  company,  make 
sure  your  lawyer  and  ac- 
countant have  experience 
in  small  business  acquisi- 
tions and  taxation. 

— N.R.  I 
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Obituaries  or  opportunities? 


news  isn't  all  bad.  Early  involvement  can  greatly  reduce 
future  cost  of  environmental  risk.  Developing  a  proactive 
n  is  not  just  something  you  can  delegate;  it's  your 
npany  on  the  line. 

\M-RE  SERVICES,  INC.,  a  wholly  owned  subsidiary  of 
srican  Re-Insurance  Company,  has  specialists  in 
|tronmental  technology  and  reinsurance.  We  are  uniquely 
(itioned  to  facilitate  an  environmental  financial  plan  that 
cipates  future  costs  and  identifies  ways  to  reduce  them, 
re  creating  an  open  forum  that  allows  us  to  draw  upon 
)urces  both  within  and  outside  our  company.  To  spot  potential 


liabilities  and  suggest  ways  to  minimize  them  through  pollution 
prevention  and  waste  reduction,  dispute  resolution  and  the 
newest  recycling  technologies.  Unscramble  the  acronyms  of 
governmental  regulations  and  work  toward  cost-effective 
compliance.  And  help  isolate  marketable  technologies  that  can 
preserve  jobs  and  keep  your  competitive  edge.  We  respect  the 
problems  and  opportunities  involved  in  building  public  trust 
while  preserving  the  position  of  your  balance  sheet. 

Environmental  liability  costs  us  all.  For  more  information 
on  what  we  can  do  about  it,  call  Corporate  Communications 
at  609-243-4339. 


AM-RE  SERVICES,  INC. 

555  College  Road  East,  Princeton.  NJ  08543-5241  (609)  243-4200 


ta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo.  Chicago.  Columbus,  Dallas,  Hartford,  Kansas  City.  London,  Los  Angeles,  Melbourne,  Mexico  City,  Minneapolis.  Montreal,  New  York, 

Philadelphia,  San  Francisco,  Santiago,  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 


Buying  a  business 


the  pair,  put  down  $200,000;  the 
seller  and  a  local  bank  financed  the 
rest.  They  closed  in  December  1988, 
just  in  time  to  catch  the  busiest  part  of 
the  ski  season. 

Operating  a  little  country  store 
during  the  busy  season  involves  12 
hours  a  day,  seven  days  a  week.  The 
change  in  lifestyle  pointed  up  the 
differences  between  the  two.  "Kathie 
discovered  she  truly  loved  the  busi- 
ness. I  discovered  I  hated  it,"  says 
Cassidy,  now  57.  After  2xh years,  Cas- 
sidy  and  Stone  split.  "If  we  hadn't 
bought  the  business,  we'd  still  be 
married,"  says  ( lassid) . 

Kathie  Stone,  now  54,  kept  the 
store.  Cassidy  has  gone  back  to  con 
suiting.  Financially,  the  Winhall  Mar- 
ket w  as  a  good  investment.  Last  year 
the  store  grossed  $816,000  and 
earned  over  10%  pretax  even  after 
Stone  paid  herself  enough  to  live 
comfortably.  Even  so,  she  w  ants  out. 


"•Time  to  move  on,  do  something 
else,"  she  says,  adding  that  she'd  take 
$650,000. 

Things  get  even  rougher  when  you 
buy  on  an  equity  shoestring.  After  25 
years  in  sales  and  marketing  with  a 
scries  of  big  building-supplies  manu- 
facturers,-George  Norman,  now  49, 
decided  he  w  anted  his  own  business. 
In  late  1988  he  paid  about  $1  million 
for  Hamilton,  Ohio's  John  Horn 
Lumber  Co.,  a  $2.25  million  (reve- 
nues) manufacturer  of  store  fixtures 
and  wooden  parts  used  in  the  assem- 
bly  of  doors.  Norman  put  dow  n  just 
$100,000  in  cash.  The  seller  took 
back  a  note  for  $500,000;  a  local  bank 
lent  him  $400,000  and  gave  him  a 
$200,000  credit  line.  Leverage  in- 
cluding the  credit  line:  1 1-to- 1 . 

Norman's  corporate  experience 
had  taught  him  quite  a  bit  about 
marketing  but  next  to  nothing  about 
manufacturing.  "I  guess  you  could 


say  that  was  a  weakness,"  he  say 
today.  So  he  was  slow  to  pick  up  oi 
the  fact  that  the  business,  w  hich  hac 
been  in  the  Horn  family  for  65  years 
was  heavily  overstaffed. 

"There  were  a  number  of  famil; 
members  in  the  business  and  sonn 
other  old  deadwood  that  had  beet 
with  the  company  for  years,"  say 
Norman.  "I  tried  to  make  the  thin; 
work  with  the  people  w  ho  w  ere  there 
But  I  should  have  been  a  hard -ass 
because  they  really  didn't  do  any 
thing."  Meanwhile  there  were  thos 
regular  payments  to  be  made  tor  in 
terest  and  principal  repayment. 

Norman  went  through  seven 
plant  managers  and  organizations 
structures  before  finding  the  righ 
mix  in  199 1 .  In  the  process,  he  cut  th 
payroll  from  70  to  55,  and  doublet 
sales.  "To  a  large  degree,  1  had  th 
thing  turned  around,"  says  Normal 
Even  so,  the  business  struggled  ti 
break  even.  Expensive  new  equip 
ment,  including  an  Occupations 
Safety  &  Health  Administration 
mandated  dust  collection  systert 
more  than  offset  his  operational  im 
provements.  Then  the  Environmen 
tal  Protection  Agency  came  snoopin 
and  found  the  soil  behind  his  buildin 
was  contaminated;  for  years  th 
Horns  had  used  paint  thinner  t 
kill  weeds. 

The  coup  de  grace:  Though  Not 
man  had  never  missed  a  payment,  i 
the  summer  ofT991  the  bank  called  i 
his  loans.  There  was  no  way  he  coul 
pay.  In  June  1992  the  bank  bolted  th 
doors  on  Horn  Industries,  Inc.,  as 
had  been  renamed,  and  auctioned  o 
the  assets  for  $400,000. 

Epilogue:  Norman  sued  the  Hor 
family  over  the  undisclosed  EPA  liabi 
ity;  the  seller  forgave  the  purcha.s 
note.  Norman  then  negotiated  wit 
the  bank  over  a  six-figure  shortfal 
putting  up  some — he  won't  say  ho1 
much — cash,  but  with  the  bank  tal 
ing  most  of  the  hit. 

So  Norman's  business  didn't  sui 
vive  excessive  leverage  and  his  ow 
inexperience.  "I  didn't  do  enoug 
soon  enough,"  he  says.  "I  was  in 
larger  hole  than  I  realized  to  start  oi 
with."  With  all  that  behind  him  nov 
he  looks  back  without  much  regre 
"In  retrospect,  I  had  a  lot  of  fun.  Yo 
can't  imagine  how  exhilarating  it 
once  vou  get  something  right."  ■ 
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LATIN  AMERICAN  MARKET 


NVESTMCNT 


TRADE  OPPORTUNITIES  FINANCE 


Through  a  massive  series  of  reforms  and  ideological  shifts  over  the  last  few  years, 
Latin  America  has  been  remarkably  transformed. 


By  Lynn  B.  Morrissey 

decade  of  eco- 
nomic stagna- 
tion and  colossal 
debt  has  given 
way  to  free- 
market  policies, 
which  have  knocked  down  protec- 
tionist trade  barriers  and  toppled 
government-led  economies. 
Investment  is  up  throughout  the 
region,  chronic  hyperinflation  has 
been  reined  in  by  growth  and  stabili- 
ty, and  billions  of  dollars  in  flight 
capital  are  returning  home. 

What's  more,  the  shift  toward 
sound  democracies  and  free-market 
policies  appears  to  be  permanent. 
Continuing  waves  of  privatization 
and  a  genuine  interest  in  global 


commerce  and  regional  trade  pacts 
are  not  mere  fads  that  will  be  swept 
away  by  changes  in  political  leader- 
ship. 

The  region's  emerging  markets 
stand  at  the  gateway  to  moderniza- 
tion, steady  growth  and  competition 
with  industrialized  nations  in  the 
global  marketplace.  The  process  has 
unleashed  enormous  demand  and, 
with  it,  countless  opportunities  for 
businesses  that  are  flocking  to  Latin 
America  to  invest,  trade  and,  once 
again,  even  to  lend. 

What  has  attracted  them  are 
government  policies  —  low  tariffs, 
fair  investment  laws,  stable  curren- 
cies and  political  equilibrium  —  that 
have  created  the  kind  of  economic, 


legal  and  regulatory  environment 
where  private  enterprise  can  flour- 
ish. While  the  public  sector  in  the 
past  tried  to  stifle  foreign  competi- 
tion in  a  failed  attempt  to  manage 
the  economies  of  most  nations  in 
Latin  America,  the  current  era  is 
marked  by  a  new  alliance  with  the 
private  sector  and  international  part- 
ners —  an  alliance  that  seems  des- 
tined to  guide  the  continent  toward 
prosperity  in  the  coming  century. 

"The  vitality  of  Latin  American 
economic  life  today  is  unprecedent- 
ed in  the  quarter  century  the  Council 
of  the  Americas  has  been  promoting 
commerce,  trade  and  finance  in  the 
region,"  says  Ludlow  Flower  III,  the 
council's  managing  director. 
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What  is  the  best  way  for 
investors  to  take  advantage  of  these 
openings  in  trade,  investment  and 
finance?  The  answer  lies  in  obtaining 
accurate  information  —  about 
everything  from  specific  opportuni- 
ties, financing  strategies  and  joint- 
venture  techniques  to  the  regulatory 
and  legal  requirements,  as  well  as  the 
risks  inherent  in  conducting  busi- 
ness in  an  emerging  market. 

These  will  be  the  themes 
addressed  by  top  executives  in  early 
December  at  a  three-day  conference 
in  Miami  Beach.  Presented  by 
Forbes  Inc.  and  Council  of  the 
Americas,  "The  Emerging  Latin 
American  Market:  Investment, 
Finance  and  Trade  Opportunities" 
will  bring  together  experts  and  busi- 


ENLIGHTENED  INVESTMENT 
POLICIES  EOR  A  NEW  ERA 

No  policy  has  done  more  to  stimu- 
late investment  and  streamline  Latin 
American  bureaucracies  than  priva- 
tization. To  the  same  end,  govern- 
ments generally  are  no  longer  hostile 
to  foreign  investment,  and  they  have 
opened  up  once-forbidden  areas 
such  as  communications  and  basic 
industries  to  overseas  capital  — 
from  oil  fields  in  Argentina  to  banks 
in  Mexico. 

"Privatization  signals  a  move 
from  the  state-controlled,  subsidized 
monopoly  into  a  market-driven, 
profit-driven  economy  that  encour- 
ages private  international  investors," 


ness  people  to  discuss  the  best  ways 
to  successfully  conduct  business  in 
this  booming  region  with  a  popula- 
tion of  400  million. 

"What  we  hope  to  accomplish  at 
this  conference  is  a  confrontation  of 
the  myths  and  realities  of  bringing 
private-capital-financed  solutions  to 
Latin  America,  where  the  demand 
growth  rate,  approximating  5% 
annually,  calls  for  billions  of  dollars 
of  investment  between  1993  and 
2000,"  says  Michael  Curtin,  vice 
president  of  Bechtel  International,  an 
international  engineering  and  con- 
struction company. 


says  Jim  Stanley,  vice  president  at 
Raytheon  Engineers  &  Constructors 
Inc. 

The  oil  industry  provides  the 
most  dramatic  examples  of  these 
changes.  In  July,  Argentina  raised 
more  than  $3  billion  from  the  spec- 
tacular global  stock  offering  of  nearly 
half  its  state  oil  company,  YPF.  One 
month  later,  V enezuela  approved 
three  huge  joint  ventures  between  its 
state  oil  company,  Petroleos  de 
Venezuela,  and  a  number  of  transna- 
tional oil  firms,  for  a  total  investment 
of  $10  billion.  This  is  the  first  time 
foreign  investors  have  been  allowed 


to  participate  directly  in  the  oil  indus- 
try since  its  nationalization  in  1976. 

Other  beneficiaries  of  privatiza- 
tion and  the  influx  of  foreign  capital 
are  the  local  stock  markets,  which 
have  posted  record  gains  in  the  last 
few  years.  Privatization  can  also  take 
credit  for  reducing  state  deficits  and 
bringing  efficiency  and  technology 
to  vital  sectors. 

INFRASTRUCTURE:  THE  PATH 
TO  MODERNIZATION 


Decades  of  stagnant  investment  in 
construction  have  led  to  crumbling, 
antiquated  facilities  and  structures, 
and  a  loss  of  vital  services  in  Latin 
America.  The  construction  of  ports, 
roads,  bridges  and  dams,  and  the 
installation  of  power  and  telecom- 
munications utilities  as  well  as  facili- 
ties for  pollution  control,  sanitation 
and  water  supply  are  crucial  if  expec- 
tations for  international  trade  and 
investment  are  to  be  met. 

A  building  boom  is  expected 
to  drive  Latin  America's  growth  for 
years  to  come.  And  with  this  boom 
will  come  the  quest  for  financing. 
Although  infrastructure  has  tradi- 
tionally been  the  business  of  govern- 
ments, it  is  increasingly  owned  and 
managed  privately  and  operated  on 
a  fee-for-service  basis. 

"Compared  with  other  oppor- 
tunities, infrastructure  investments 
may  be  relatively  less  risky  because 
they  provide  services  in  wide 
demand  across  all  sectors  of  the 
economy,  they  are  often  in  short 
supply  and  they  are  often  supplied 
under  long-term  service  contracts," 
said  Everett  J.  Santos,  director  of  the 
International  Finance  Corporation's 
(IFC)  infrastructure  department,  at  a 
recent  conference  in  New  York. 

Even  though  the  risks  may  be 
low,  infrastructure  projects  have 
brought  with  them  another  problem: 
a  lack  of  available  credit.  Because 
such  projects  have  traditionally  been 
the  province  of  the  public  sector,  few 
lenders  worldwide  have  had  much 
experience  with  them.  The  range  of 


Our  ideas  are 
helping  power  an 
energy  plant 

When  Falcon  Seaboard 
Resources,  Inc.  needed  help 
financing  a  new  cogeneration 
plant  under  a  tight  credit 
environment,  we  provided  the 
financial  fuel.  Our  Transportation 
and  Industrial  Funding  Business  custom-tailored  a  unique  package,  when  others 
could  not,  which  met  their  needs  and  enabled  the  project  to  go  forward  quickly. 

At  GE Capital,  were 23 diversified  businesses. 
And  right  now  one  of  them  has  the  specific 
industry  knowledge  it  takes  to  meet 
your  next  challenge.  If  you  re 
looking  for  a  strong  financial 
[partner,  call  1-800-243-2222. 
We'd  welcome  the  opportunity 
to  put  our  energy  to  work  for  you. 


GE  Capital 

Our  Business  Is  Helping  Yours. 
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"  /\ /  /  exico  today  stands  on 
J  VI  the  threshold  of  fulfill- 
ing the  full  measure  of  its  eco- 
nomic promise.  Our  country  is 
undergoing  a  process  of  pro- 
found economic  change  which 
has  opened  up  a  world  of  chal- 
lenge and  opportunity.  Clear 
vision,  sound  financial  thinking 
and  the  ability  to  successfully 
execute  ideas  are  the  qualities 
Grupo  Financiero  Bancomer 
brings  to  this  process  as  Mexico, 
the  world's  eleventh- ranked 
economy,  prepares  to  join  the 
U.S.  and  Canada  to  form  the 
world's  largest  single  market. 

We  know  full  well  that  in 
order  for  Mexico  to  compete  in 
the  world  economic  community, 
we  must  stimulate  domestic  sav- 
ings and  attract  capital  from  out- 
side our  borders  to  invest  in  our 
people  and  in  their  needs  and 
aspirations. 

To  this  end,  we  have  struc- 
tured Mexico's  largest  retail 
bank,  Bancomer,  S.A.,  and  our 
diversified  financial  services,  into 
five  client-driven  business  units 
created  in  the  knowledge  that  the 
future  of  Mexico  is  in  our  cus- 
tomers' hands. 

Our  experience  has  proven 
that  the  first  partnership  a  new- 
comer to  Mexico  should  make 
is  with  a  large  bank  that  is  part 
of  a  diversified  financial  services 
group.  Grupo  Financiero 
Bancomer  welcomes  foreign 
entrepreneurs  to  Mexico  and 
looks  forward  to  working  with 
them  to  develop  the  opportunities 
they  will  find  in  our  country. 

Rkcrdo  Guajardo  louche 
CEO 

Grupo  Financiero  Bancomer 


opportunities  means  that  no  single 
financing  model  will  suffice. 

"Today  the  largest  number  of 
investment  inquiries  received  by  IFC 
is  in  what  used  to  be  public-sector 
projects,"  said  Santos,  who  observed 
that  more  than  half  of  those  inquiries 
came  from  Latin  America  and  that  a 
new  department  was  set  up  to  handle 
financing  for  power,  telecommunica- 
tions and  transport  and  environmen- 
tal services. 

♦  Telecommunications 

With  the  instability  of  the  1980s,  the 
telecommunications  networks  in 
Latin  America  deteriorated.  Low 
penetration  rates,  poor  quality  and 
long  waits  for  installation  were  an 
anomaly  in  the  Age  of  Information 
and  a  barrier  to  international  trade 
and  investment. 

A  turnaround  began  in  1988 
with  the  privatization  of  Chile's  tele- 
phone system.  Since  then  many  gov- 
ernments have  opened  up  telecom- 
munications to  the  private  sector, 
including  the  giant  Telefonos  de 
Mexico,  which  raised  $2.35  billion 
in  what  was  then  the  largest  interna- 
tional equity  deal  by  a  developing 
country. 

"Communications  plays  such  a 
critical  role  in  facilitating  and  con 
tributing  to  economic  development 
that,  as  a  consequence,  it  is  at  the 
forefront,"  says  Steve  Sullivan,  man- 
aging associate  at  the  international 
accounting  and  consulting  firm  of 
Coopers  &  Lybrand.  He  added  that 
expectations  for  privatization  center 
on  Peru,  Colombia  and  Brazil. 


"Prospective  opportunities  include 
competitive  networks  (mainly  for 
long  distance),  cable  television,  pri- 
vate networks,  systems  integration 
and  value-added  network  services." 

♦  Transportation 

Market  reforms  will  have  been  in 
vain  if  an  adequate  transportation 
network  is  not  built  to  give  producers 
access  to  the  global  marketplace. 
Immediate  opportunities  in  trans- 
portation infrastructure  in  Latin 
America  are  the  concessions  for 
existing  toll  roads,  ports  and  airports. 

"With  the  sole  exception  of 
parts  of  the  Asia-Pacific  region,  Latin 
America  presents  the  greatest 
regional  opportunity  for  infrastruc- 
ture in  the  next  decade,"  says  Ralph 
Stanley,  manager  of  infrastructure 
development  at  Bechtel  Enterprises, 
which  is  reviewing  opportunities  in 
airport  privatization  and  the  poten- 
tial of  numerous  border  projects 
related  to  the  environment  and 
transportation. 

Efficient  delivery  services  are 
the  necessary  complement  to  infra- 
structure. "For  Latin  American  com- 
panies to  compete  on  a  global  basis, 
transportation  has  to  be  a  major  ele- 
ment in  their  competitive  strategy," 
says  Robert  Hernandez,  vice  presi- 
dent, Latin  America  region,  Federal 
Express.  "Businesses  today  are  using 
distribution  as  a  strategic  weapon." 

Electric  Power 

A  pressing  need  to  expand  capacity 
and  introduce  new  technology  in 
the  energy  sector  has  led  to  exten- 


The  challenge: 


■OULING  UP  THE  ATMOSPHERE 
iND  POLLUTION  CONTROLS  FRO 
OULING  UP  PERFORMANCE. 


Raytheon  Engineers  &  Constructors 
has  the  know-how  to  help  companies 
cost  effectively  plan  ahead  for  clean 
air  compliance. 

The  world's  industries  are  hard  at  work  cleaning  up.  But 
they'll  have  to  work  harder.  Because  all  over  the  world  clean 
air  regulations  will  only  get  stricter. 

Raytheon  Engineers  &  Constructors  is  ready  for  any 
clean  air  challenge  the  future  may  hold.  In  a  broad  range  of 
industries  -  steel,  chemicals,  pharmaceuticals,  food  process- 
ing, petroleum  refineries  and  power  generation  -  our  projects, 
large  or  small,  are  marked  by  cost  effective,  innovative 
engineering  and  construction. 

For  example,  we're  helping  such  clients  as  the  operating 
companies  of  Allegheny  Power  System  and  the  Tennessee 
Valley  Authority  install  emission  control  "scrubbers." 


Our  goal:  minimum  downtime  for  operations. 

We're  always  looking  over  the  horizon.  Because  what  passes 
for  clean  air  today,  won't  tomorrow.  All  over  the  world,  the 
rules  will  only  get  stricter.  And  those  who  don't  plan  ahead, 
can  only  fall  behind. 

Send  us  more  challenges. 

The  same  "can-do"  spirit  that  makes  Raytheon  a  leader  in 
engineering  and  construction  services  is  also  the  driving 
force  behind  our  proven  performance  in  defense,  electronics, 
aviation  and  appliances. 

We  thrive  on  challenges.  Send  us  more. 


Raytheon 


WE  THRIVE  ON  CHALLENGES 
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Zatin  America  is  getting  its  house  in 
order.  Most  countries  share  a  clear 
sense  of  economic  direction  tltat  involves 
reducing  the  size  of  the  state  apparatus, 
opening  up  markets  and  increasing  produc- 
tivity. In  other  words,  becoming  more  com- 
petitive. In  itself,  this  trend  represents  inter- 
esting opportunities. 

Additionally,  given  Latin  America's  huge 
urban  population,  the  implementation  of 
what  we  call  the  "social  market  economy" 
implies  great  potential  in  areas  such  as 
health,  sanitation,  communication  and 
other  public  services. 

I  see  the  overall  picture  for  productive 
investment  to  be  rapidly  taking  a  very  posi- 
tive turn.  The  opportunities  are  abundant. 

Alexander  L  Gonzalez 

Vice  President,  Latin  America 
Waste  Management  International  pic 


sive  privatization  of  the  electric  utili- 
ty industry  in  Latin  America.  "The 
interdependency  between  sustained 
economic  growth  and  a  stable, 
assured  supply  of  electric  power 
has  never  been  clearer,"  says  Curtin, 
who  is  the  manager  of  project 
finance  and  strategic  planning  for 
Bechtel  Corp.  "The  apparent  inabili- 
ty of  the  traditional  state-owned  and 
-operated  utilities  to  meet  present 
and  future  demand  is  of  increasing 
concern  to  all  involved." 

Over  the  past  two  years,  U.S. 
utilities  have  had  the  opportunity 
to  buy  existing  generating  plants, 
transmission  lines  and  distribution 
networks.  They  have  been  able  to 
sell  their  managerial  and  technologi- 
cal expertise  and  have  participated 
in  building  independent  generating 
plants. 

"The  overseas  electric  power 
market  is  one  that  offers  the  U.S.  a 
unique  opportunity  to  create  high- 
value  jobs,  enhance  international 
competitiveness,  reduce  the  trade 
deficit,  minimize  environmental 
damage  and  increase  the  efficient 
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use  of  our  natural  resources," 
says  Tom  Kuhn,  president  of  the 
Edison  Electric  Institute,  based  in 
Washington,  D.C.  The  institute  has 
recently  issued  the  International 
Energy  Project:  1993  Update,  a 
report  on  emerging  markets  and 
issues  affecting  international  project 
development. 

♦  Waste  Management 

Worsening  air  and  water  pollution 
in  cities  has  spurred  Latin  American 
governments  to  take  decisive  steps 
toward  creating  or  updating  envi- 
ronmental legislation.  Furthermore, 
governments  have  realized  that  lax 
environmental  standards  run  the  risk 
of  being  used  as  nontariff  trade  bar- 
riers by  importers. 

"Multiple  dynamics  in  Latin 
America  have  contributed  to  real 
demand  for  environmental  infra- 
structure," says  Anthony  J.  Drexel 
Biddle  III,  vice  president  at  Chase 
Manhattan  Bank.  "By  and  large, 
environmental  law  is  now  in  place 
throughout  Latin  America,  and  it  is 
modeled  after,  or  surpasses,  U.S.  law. 
Opportunities  are  ripe  and,  most 
importantly,  real." 

On  the  horizon  are  environ- 
mental projects  in  the  water  and 
wastewater  sectors,  air  pollution 
control  and  industrial-waste  treat- 
ment and  disposal.  Despite  the  cur- 
rent enthusiasm  for  environmental 
controls,  pollution  is  prevalent 
throughout  the  region,  and  demands 
for  environmental  infrastructure  and 
strict  pollution  controls  for  industri- 
al facilities,  both  new  and  old,  are 
likely  to  intensify  in  the  future. 

"Different  from  what  was  done 
in  the  past,  when  environmental 
considerations  were  secondary  at 
best,  today's  investors  better  get  all 
the  answers  to  their  environmental 
questions  before  they  make  any  deci- 
sions," says  Alex  L.  Gonzalez,  vice 
president  of  Latin  American  opera- 
tions at  Waste  Management 
International,  which  is  developing 
industrial-waste  treatment  projects 
in  several  countries. 


FINANCE:  INNOVATIONS 
r-OREVl 


With  the  abundance  of  projects  and 
infrastructure  investments  available 
in  Latin  America,  the  biggest  limit- 
ing factor  is  financing.  The  need  for 
long-term  financing  far  outstrips 
what  is  available  through  the  princi- 
pal sources,  which  include  multilat- 
eral agencies,  export-import  banks, 
local  commercial  banks,  regional 
development  banks  and  both  foreign 
and  domestic  equity  sources. 

"The  capital  needs  for  most  pro- 
jects outstrip  any  one  source  acting 
alone,"  says  Gilbert  D.  Porter,  partner 
and  head  of  project  finance  at  the 
New  York  office  of  the  law  firm  King 
&  Spalding.  "That  identifies  one  of 
the  biggest  challenges  that  we 
encounter  when  financing  projects  in 
Latin  America:  How  to  marry  togeth- 
er the  various  different  sources  that 
are  available." 

Project  sponsors  used  to  the 
"one-stop  shopping"  model  of 
financing  in  the  U.S.  have  been  slow- 
ly immersing  themselves  in  the  new 
model  of  project  finance  for  Latin 
America,  where  the  maximum 
amount  of  available  credit  from  most 


'  \/\/   ith  or  without 

V  V     NAFTA,  business 
between  the  U.S.  and  Mexico  is 
growing  and  will  continue  to 
grow  into  the  next  century.  The 
arrival  of  stabilizing  economic 
forces  in  the  rest  of  Latin  America 
makes  the  entire  region  a  key 
market  for  trade,  investment  and 
finance.  But  approaching  the 
market  fully  prepared  is  essen- 
tial. KPMG,  the  global  leader  in 
providing  business  expertise,  has 
a  strong  presence  in  Latin 
America  and  can  offer  compa- 
nies the  guidance  necessary  for 
success  there. 

Jon  Madonna 

Chairman 
KPMG  Peat  Marwick 


Guaranteed  fraud  protection! 
Because  your  office  can  be  anywhere. 
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The  AT&T  Corporate  Calling  Card.  Customized  for  your  business. 
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At  AT&T,  we  recognize  that 
each  of  our  customers 
has  specific  security  needs. 
And  security  features  that  are  right 
for  one  company  may  not  be  enough,  or  may  be 
d  much,  for  another. 

That's  why,  when  you  use  the  AT&T  Corporate  Calling  Card, 
u  can  build  your  own  security  program.  We'll  help  you  select 
2  features  that  are  meaningful  for  your  company's  size,  type 
operations,  and  ways  of  doing  business.  The  result  is  a 
lanced,  appropriate  and  highly  effective  security  system. 

And  no  matter  what  features  you  select,  you'll  have  the  AT&T 
iud  Protection  Guarantee.  It  means  you'll  never  have  to  pay  for 
udulent  calling  card  calls  made  by  people  you  don't  know* 
The  AT&T  Corporate  Calling  Card  can  give  you  a  high  level 
control  over  how  calls  are  made.  You  can  determine 


irantee  applies  only  to  standard  tWS  Corporate  Calling  Card,  and  excludes  other 
ice  and  billing  options  such  as  VTNS,  SDN  and  bulk  issuance.  Excludes  fraudulent 
je  by  associated  persons  and  liability  based  on  knowledge  of  fraudulent  conduct 
er  terms  and  conditions  apply. 

:ounts  apply  to  your  interstate  and  international  calling  card  usage, 
er  conditions  apply. 


which  users  can  call  which  area.  You  can  also  set  individualized 
spending  limits. 

Elect  security  measures  as  simple — but  effective — as  having 
an  account  password.  Or  you  can  take  advantage  of  ad- 
vanced AT&T  technology  to  monitor  usage  and  alert  you  when 
you  deem  necessary,  24  hours  a  day,  seven  days  a  week. 

With  the  AT&T  Corporate  Calling  Card,  you'll  also  enjoy 
discounts  as  high  as  40%!*  And  to  help  you  track  costs  more 
efficiently,  our  flexible  billing  allows  your  monthly  invoice  to  be 
customized  in  a  variety  of  ways. 

AT&T  enables  you  to  create  a  highly  individualized  system 
for  reducing  fraud  and  preventing  improper  card  usage.  And 
we  offer  a  Corporate  Calling  Card  that's  responsive  to  your 
company's  unique  way  of  doing  things. 

To  find  out  how  customized  a  Corporate  Calling  Card 
can  be,  call  1 800  257-5809,  ext.  702. 

YI&T.  The  Best  in  the  Business.*1 


AT&T 
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capital- market  sources  appears  to  be 
capped  at  $50  million.  For  a  recent 
project  with  a  fairly  modest-size  capi- 
tal requirement  of  about  $200  mil- 
lion, King  &  Spalding  had  to  struc- 
ture financing  from  five  different 
sources.  And  given  lenders'  concerns 
about  foreign  exchange  convertibility 
and  exchange- rate  risk,  lenders 
appear  more  interested  in  projects 
that  generate  foreign  exchange  rather 
than  local  currency. 

"Investors  must  understand 
that  successfully  financing  a  venture 
in  Latin  America  is  not  easy,"  says 
Rigdon  H.  Boykin,  senior  partner  at 
Chadbourne  &  Parke,  a  N.Y.-based 
law  firm  specializing  in  project 
finance.  Making  matters  worse,  in- 
tense competition  from  projects  in 
Eastern  Europe,  the  former  Soviet 
Union  and  Asia  is  further  straining 
this  limited  pool  of  capital.  "If  Latin 
America  is  to  receive  its  fair  share, 


governments  must  stick  to  the 
reforms  that  have  been  initiated, 
adhere  to  established  timetables  for 
reform  and  work  consistently  with 
investors  to  expedite  and  simplify 
the  investment  process." 

Others  see  the  current  capital 
crunch  as  an  incentive  to  come  up 
with  financing  alternatives.  "As  the 
region  moves  away  from  direct  sov- 
ereign borrowing  toward  private  and 
project  financing  to  meet  its  needs, 
there  is  a  great  opportunity  to  apply 
project  finance  skills  and  techniques 
to  fund  certain  projects,"  says 
Nelson  Gonzalez,  senior  vice  presi- 
dent at  GE  Capital.  One  way  to 
improve  the  supply  of  available  capi- 
tal, says  Gonzalez,  would  be  for 
countries  to  open  up  their  local  capi- 
tal markets  to  firms  willing  to  raise 
money  in  the  local  currency,  and 
then  invest  or  lend  it  to  these  much- 
needed  projects. 


MAKING  THE  ENTRY: 
PORTFOLIO  INVESTMENT, 
ALLIANCES  AND  ACQUISITIONS 

Investments  in  Latin  America  can 
come  in  many  sizes  and  forms  — 
from  a  simple  purchase  of  American 
Depositary  Receipts  through  a  stock- 
broker to  joining  a  billion-dollar 
project  like  the  Cristobal  Colon  nat- 
ural gas  project  in  Venezuela,  which 
involves  a  consortium  of  giant  cor- 
porations and  will  require  years  of 
planning  and  execution. 

The  demand  for  Latin  American 
portfolio  investment  has  grown  vo- 
raciously since  Mexico  reopened  the 
international  capital  markets  to  the 
region  in  1989.  Since  then,  the  small 
pool  of  wealthy  Latin  Americans  that 
drove  this  early  market  has  been 
supplanted  by  institutional  investors 


CING  THE  WORLC 


With  our  usual  warmth,  friendsl 
and  superior  products. 

We  are  GRUMA,  the  world's 
leading  corn  flour  producer,  ir 
markets  such  as  the  United 
States,  Mexico  and  Central 
America. 

The  prestige  of  our  companies 
such,  that  one  of  them,  GIMS/ 
quite  successful  in  the  Mexicaj 
Stock  Exchange. 

Now  we  are  out  to  embrace  t 
world,  doing  business  in  plac 
like  Europe,  the  Middle  East 
and  the  countries  of  Asia. 


For  further  information,  pleas 
contact  our  offices. 


In  Monterrey,  N.L. 

Avenida  La  Clinica 
2520  ler.  Piso 
Edificio  Delta 
Colonia  Sertoma 
CP.  06710 
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Every  day,  enough  copper  flows 
into  hong  kong's  harbour  to  plate 

BIG  BEN. 

WILLIAM  LAU  IS  WORKING  ROUND  THE 
CLOCK  TO  STOP  IT. 


a  handful  of  temporary  support 
personnel  -  are  Hong  Kong  recruits. 


This  year,  Waste  Management 
International  pic  has  made  an 
important  contribution  to  life  in  Hong 
Kong.  Our  Enviropace  Ltd.  subsidiary 
has  opened  Asia's  first  comprehensive 
waste  treatment  facility.  And  not 
before  time,  some  might  say. 


Currently,  the  vast  majority 
of  Hong  Kong's  industrial  waste 
is  dumped  -  via  an  overburdened 
sewer  system  -  into  Victoria 
Harbour. 

Daily,  this  includes  enough 
copper  to  plate  Big  Ben.  And 
enough  metal  to  build  two 
London  double  decker  buses. 

Now,  with  the  start  up  of  the 
Hong  Kong  Chemical  Waste 
Treatment  Centre,  Enviropace  is 
helping  to  stop  the  clock  on  these 
and  other  discharges. 


With  two  advanced  treatment 
systems,  incorporating  nine  individual 
units,  the  Centre  boasts  some 
impressive  technology.  But  the  human 
aspects  of  the  operation  are  perhaps 


Under  a  unique  contract  with  the 
Hong  Kong  Environmental  Protection 
Department,  Enviropace  designed, 
built  and  now  operates  the  facility, 
providing  environmentally  safe  waste 
treatment  for  thousands  of  local 
manufacturers. 


even  more  important.  Designed  and 
built  by  an  international  team,  it  is 
now  operated  on  a  purely  local  basis. 
From  technical  manager  William  Lau 
to  our  gatekeeper,  all  staff  -  except  for 


This  is  crucial  to  our  philosophy. 
We  like  to  see  our  local  installations 
run  by  local  people;  people  who  take 
real  pride  in  doing  something  positive 
for  their  own  community. 

With  the  help  of  William  Lau  and 
Waste  Management  International, 
Hong  Kong  has  taken  a  major 
step  towards  improving  its 
environment.  Now,  in  the  Year 
of  the  Rooster,  Hong  Kong 
really  does  have  something  to 
crow  about. 

Today,  we  provide 
environmental  services  for  over 
150,000  businesses  and  for 
millions  of  households  in  16 
countries  across  the  world.  Our 
operations  encompass  collection, 
treatment,  recycling  and 
incineration  of  most  types  of 
waste  materials,  landfill 
disposal,  waste-to-energy 
facilities,  waste  water 


treatment,  contaminated  site 
remediation,  and  on-site  waste 
reduction  and  minimisation  services. 

For  more  information,  call  us  on 
44-81-563  7000. 


j  Waste  Management  International  pic 

LOCAL  PRESENCE.  GLOBAL  KNOW-HOW. 


STE     MANAGEMENT     INTERNATIONAL     PLC     IS     A     MAJORITY.  OWNED     SUBSIDIARY     OF     WMX     TECHNOLOGIES,  INC 
THE    WORLD'S    LEADING    ENVIRONMENTAL    SERVICES  ORGANISATION 


WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL  BE  GLA 
WE'RE  ON  YOUR  SIDE.  On  the  tough  playing  field  of  international  business,  you  r 
all  the  leverage  you  can  get.  That's  why  AIG's  strength  and  stability  are  so  important.  We're  one  of  the  wo\ 
strongest  insurance  and  financial  services  organizations,  with  over  $13  billion  in  shareholders'  equity 




■7  billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  of  profitability  is  unsurpassed 
'.he  industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  TheAIG  Companies  have  the 
lacity  to  serve  your  needs  through  all  kinds  of  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group.  Inc..  Dept  A,  70  Pine  Street.  New  York.  NY  10270. 
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in  the  U.S.,  Europe  and  Asia. 

"The  strongest  development  we 
have  seen  in  1993  is  the  expansion 
of  institutional  investment  in  the 
region,"  says  Neil  Allen,  managing 
director  at  Bankers  Trust,  where  a 
dedicated  global  sales  team,  located 


LATIN  AMERICAN  MARKET 


in  New  York,  London,  Tokyo, 
Hong  Kong  and  Latin  America, 
specializes  in  Latin  American  and 
other  emerging  market  products. 
"We  have  focused  on  bringing  high 
quality  and  innovative  products  to 
investors.  Of  particular  note  among 


AT  GRUPO  FINANCIERO  INVERLAT 
WE  WANT  TO  BE  YOUR  PASSPORT 
TO  MEXICO 


pORT 


If  you're  looking  to  do  business  in  Mexico,  you'll  need  a  financial  advisor. 
Grupo  Financiero  Inverlat  is  the  right  choice.  We  have  over  fifty  years 
experience  in  the  Mexican  market.  Today,  we're  one  of  the  largest  financial 
institutions  in  Mexico  with  375  branch  offices  throughout  the  country's  3 1  states. 
And  each  branch  is  supervised  by  a  financial  expert.  Our  subsidiaries  include 
one  of  Mexico's  leading  commercial  banks,  Multibanco  Comermex,  and  a 
full-service  brokerage  house,  Casa  de  Bolsa  Inverlat.  We  can  also  meet  all  your 
local  needs  for  factoring,  leasing,  and  foreign  exchange.  Whether  you're  a  large 
corporation  or  an  individual  investor,  our  financial  experts  can  provide  you  with 
the  complete  range  of  banking  and  investment  services. 


MAIN  OFFICE: 

Multibanco  Comermex 
Merchant  Banking 
Plaza  Comermex 
Blvd.  M.  Avila  Camacho 
Num  1-1 5th  floor 
Mexico,  D.F.  Mexico 
Ph.:  (525)229-2139 
Fax: (525) 229-2665 


GRUPO  FINANCIERO 

INVERLAT 


NEW  YORK  AGENCY : 

One  Exchange  Plaza,  16th  floor 

New  York,  N.Y. 

Phs.:  (212)701-0100 
(212)701-0110 
(212)  509-4848 
(212)  442-3559 
Fax:  (212)422-3559 
Telex:  226062/679-0589 
141467 


LONDON  BRANCH: 

14  Austin  Friars 
London  EC  2N  2HE 
England 

Phs.:  (71)374-2397 
(71)638-0985 
(71)638-1360 
Fax:  (71)633-0900 
Telex:  995-4416 


others  were  the  first  Eurobond  issues 
for  the  Republic  of  Colombia  and 
for  Mexico's  largest  bank,  Banamex, 
the  first  private  placement  for  the 
Republic  of  Argentina  and  a  bond 
with  warrants  for  Nafinsa.  Addi- 
tionally, we  have  originated  and  sold 
several  billion  dollars  of  customized 
over-the-counter  and  specific  struc- 
tured products." 

In  any  investment  plan,  the  cru- 
cial decision  comes  in  choosing  the 
investment  vehicle  and,  more  often 
than  not,  teaming  up  with  the  right 
local  partner.  As  a  result  of  changing 
regulations  that  now  allow  for 
majority  ownership  by  foreigners  of 
an  increasing  list  of  companies,  joint 
ventures  are  on  the  rise. 

"With  communications  get- 
ting better  and  with  Latin  America 
becoming  increasingly  industrial- 
ized, you  can  have  alliances  between 
equals  rather  than  the  more  heavy- 
handed  alliances  that  have  taken 
place  in  the  past,"  says  Luis  F. 
Menocal  III,  managing  director  of 
Menocal  8c  Co.,  an  investment 
banking  firm.  He  cited  geographical 
proximity  and  cultural  similarities 
that  frequently  make  a  Latin 
American  partnership  preferable 
to  a  European  one. 

Joint  ventures  are  very  popular 
because  a  lot  of  investors  feel  they 
need  to  take  advantage  of  strong 
local  partners  who  know  the  local 
situations,  who  may  have  distribu- 
tion networks  and  local  financing 
and  who  understand  the  govern- 
ment and  the  culture. 

For  investors,  strategic  alliances 
have  the  advantage  of  limiting  the 
capital  outlays  and  overall  exposure 
to  the  still  considerable  investment 
risks  in  the  various  emerging  mar- 
kets. The  countries  themselves  tend 
to  favor  the  alliances  because  they 
bring  in  vital  new  technologies  and 
expertise,  as  well  as  foreign  capital  — 
which  is  especially  attractive  to 
nations  with  histories  of  hyperinfla- 
tionary  economies  and  illiquid  cur- 
rencies. 

"There  are  many  industries  in 
various  Latin  American  nations  that 


In  Foreign  Trade, 
Eliminating  All  language  Barriers 
results  in  real  communication. 


Communication  that  reflects  the  essence  of  your 
business  needs  and  translates  into  real,  affirmative 
action,  from  wherever  you  are. 
At  Bancomer  we  have  complete  communication 
networks  that  allow  us  to  access  market  information 
worldwide,  so  we  can  offer  you:  complete 
assistance  in  the  mechanics  of  foreign  trade, 
strategic  workplans  for  international  negotiations, 


credit  for  import-export  operations  and  assessment 
in  non-conventional  areas  of  foreign  trade. 
Keeping  open  lines  of  communication  with  our 
clients  is  essential  to  us.  It  just  makes  sense. 


The  Mexican  bank  with  business  sense. 


Headquarters  Mexico.  Av.  Universidad  1200.  CP.  03339.  Tel.  (525)  621-34-34.  Fax.  (525)  621-32-30 
Buenos  Aires  •  Grand  Cayman  •  Hong  Kong  •  London  •  Los  Angeles  •  Madrid  •  New  York  •  Santiago  de  Chile  •  Sao  Paulo  •  Tokyo  •  Toronto 
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do  not  allow  100%  for- 
eign ownership,"  says 
Tom  Fitzpatrick,  part- 
ner in  charge  of  financia 
advisory  services  at 
Coopers  &  Lybrand. 
"Strategic  alliances  offer 
an  alternative  means  of 
entry  to  these  markets." 

Even  if  there  are 
good  reasons  to  establish 
a  strategic  alliance,  there 
may  be  difficulties.  Avoid 
"marriages  of  conve- 
nience" simply  to  get  a 
project  rolling,  or  to  sat- 
isfy the  requirement  of  a 
foreign  government,  warns 
Fitzpatrick;  the  alliance  will  be 
doomed  to  failure. 

"Overall,  U.S.  companies  con- 
templating acquisitions  or  other 
investments  in  Latin  America  are 
faced  with  a  host  of  unique  problems 
that  are  usually  not  present  in  the 
U.S.  or  in  other  highly  industrialized 
countries,"  says  James  L.  Horan,  a 


I   atin  America  is  experiencing  above- 
average  growth  ihat  will  require  sig- 
nificant amounts  of  financing  throughout 
the  decade. 

One  risk  that  limits  the  financing  avail- 
able to  the  region  is  the  potential  mis- 
match in  currencies;  for  example,  a  com- 
pany with  debt  in  U.S.  dollars,  but  rev- 
enue flow  in  Mexican  pesos. 

Given  /fi/'s  currency  exchange-rate  risk, 
these  countries  should  open  up  their  local 
capital  markets  to  firms  willing  to  raise 
money  in  their  currency  and  then  invest  in 
or  lend  to  the  much-needed  projects.  This 
activity  would  attract  new  capital  by  moti- 
vating recognized  financial  firms  such  as 
GE  Capital  to  issue  financing  in  local  cur- 
rencies. 

Nelson  Gonzalez 

Senior  Vice  President 
Energy  and  Project  Financing 
GE  Capital  Corp. 


partner  in  charge  of  Southeast  inter- 
national tax  practice  at  the  account- 
ing firm  of  KPMG  Peat  Marwick. 
"However,  they  are  also  presented 
with  excellent  opportunities,  result- 
ing from  the  strong  need  of  these 
rapidly  industrializing  nations  for 
more  advanced  resources  from  the 
outside." 

HEMISPHERIC  INTEGRATION 

In  the  past,  would-be  exporters  to 
Latin  America  found  the  region  all 
but  closed  off  by  a  fortress  of  trade 
protectionism.  But  no  more.  Slashed 
tariffs,  reduced  foreign  exchange 
restrictions  and  streamlined  licens- 
ing procedures  have  led  to  a  trade 
boom,  which  has  become  the 
region's  best  hope  of  making  local 
industries  competitive  and  breaking 
away  from  a  reliance  on  single 
exports  such  as  coffee,  copper  or  oil. 

As  the  leading  exporter  to  the  top 
six  economies  in  Latin  America,  the 
U.S.  is  poised  to  benefit  most  from 
trade  liberalization.  And  with  the  cul- 
tivation of  numerous  regional  trade 
pacts,  such  as  Mercosur  and  NAFTA, 
and  the  hope  of  an  overall  hemispher- 
ic trade  integration  pact,  the  possibili- 
ties for  trade  are  increasing. 

"U.S.  exports  to  the  area  are  ris- 
ing faster  than  to  any  other  region  of 
the  world,  surpassing  even  the 
increase  in  trade  to  Eastern  Europe 


and  Russia,"  says 
David  E.  Ivy,  presi- 
dent of  the  Association 
of  American  Chambers 
of  Commerce  in  Latin 
America.  "Therefore, 
the  U.S.  has  very  much 
of  a  vested  interest  in 
Latin  America's  eco- 
nomic growth  and  the 
completion  of  the 
Western  Hemisphere 
Free  Trade  Area." 

As  Latin 
American  nations 
struggle  to  reach 
beyond  their  own  bor- 
ders for  trade  and  economic 
viability,  they  are  increasingly 
joining  trading  blocs.  By  knitting 
their  economies  together  and  mak- 
ing economic  excellence  a  common 
and  mutually  beneficial  goal,  they 
can  compete  better  globally. 

"Agreements  like  NAFTA  can 
provide  less  expensive  raw  materials 
in  many  instances,"  says  Fitzpatrick 
of  Coopers  &  Lybrand.  "For  exam- 
ple, the  Mexican  beer/  beverage  pro- 
ducer FEMSA  will  benefit  from 
NAFTA  because  raw  inputs  for  beer 
—  wheat  and  hops  —  are  less  expen- 
sive in  the  U.S.  and  Canada.  An 
alliance  for  such  a  firm  now  will  pro- 
vide earlier  access  to  these  resources 
and  'first  mover'  advantage  in  the 
marketplace." 

PREPARING  FOR  SUCCESS 
IN  LATIN  AMERI 


Throughout  much  of  Latin  America, 
rules  on  foreign  investment  are  freer 
than  ever,  making  it  much  easier  to 
plan  and  execute  a  venture. 

•  Even  with  the  more  open  envi- 
ronment, however,  an  investor  needs 
to  be  knowledgeable  in  order  to  navi- 
gate successfully  through  the  various 
channels  in  the  host  country. 

"We  try  to  structure  the  invest- 
ment to  make  it  as  easy  as  possible, 
to  take  advantage  of  the  tax  systems, 
to  make  sure  they  can  repatriate 
their  money  and  to  comprehend 


As  your  business  becomes 
more  global,  success  depends 
more  and  more  on  your  knowledge 
of  far-flung  markets. 

With  over  70,000  profession- 
als in  1,100  offices  in  125  coun- 
tries, no  one  offers  you  more 
international  business  expertise 
than  KPMG  Peat  Marwick. 


Our  role  is  to  help  move  your 
business  forward  by  providing 
direction  and  information  on 
how  to  achieve  your  goals. 

With  market-specific  exper- 
tise in  assurance,  tax,  benchmark- 
ing and  privatization. 

It's  a  more  proactive  approach 
for  a  more  competitive  world. 


A  world  that  rewards  the 
knowledgeable  traveler  who  fol- 
lows a  well-charted  course. 


WORLDWIDE  REVENUE 

(1992  $  billions) 

KPMG  6.1 

Ernst  &  Young  International  5.7 

Arthur  Andersen  &  Co,  SC  5.5 

Coopers  &  Lybrand  5.3 

Deloitte  Touche  Tohmatsu  4.8 

Price  Waterhouse  3.7 


Peat  Marwick 

THE   GLOBAL  LEADER 


©1993  KPMG  Peat  Marwick 


For  over  43  years,  leading 
international  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America. 


•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC- Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 
continuity 


•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

•Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 


CALL  OR  FAX  VISION'S  NEAREST  REPRESENTATIVE  FOR  A  COMPLETE  MEDIA  KIT 


DUSSELDORF: 

I.A.R.  Communications 
Diisseldorfer-Strasse  132 
4000  Dusseldorf-Oberkasscl 
Germany 
(211)  57-30-26 
Fax:  57-53-92 


SWITZERLAND: 

Publicltas  AG 
Kirschgartenstrasse  14 
CH-4010  Basel 
Switzerland 
(61)  275-4646 
Fax:  275-4777 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1    Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)  584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A. 
26  Avenue  Victor  Hug 
751 16  Paris.  France 
(1)  45  00  66  08 
Fax:  45  00  94  81 


"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


MERICA 

*  VE 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott,  Marshall  McGinley 
&  Doyle 

3435  Wilshire  Blvd.,  Suite  650 
Los  Angeles,  CA  90010-1907 
(213)  382-6346 
Fax:  (213)  382-1 108 


SAN  FRANSISCO: 
Scott,  Marshall,  McGinley 
8r  Doyle 

450  Sansome  St.,  Suite  1420 
San  Franscisco,  CA  941 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision,  Inc. 

310  Madison  Ave. 

Suite  1412 

New  York,  NY  10017 

(212)  953-1308 

Fax:  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 
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environmental  regulations  that 
could  be  troublesome,"  says  Patrick 
P.  Salisbury  of  Pepper,  Hamilton  & 
Scheetz,  an  international  law  firm 
working  on  a  billion-dollar  pipeline 
that  will  stretch  from  Argentina  to 
northern  Chile. 

In  the  changing  investment 
atmosphere,  it  is  not  enough  simply 
to  structure  a  sound  deal  for  current 
conditions.  The  deal  must  anticipate 
the  uncertainties  that  may  await. 

"One  of  the  most  important 
concerns  is  what  are  the  current 
environmental  regulations,  and  even 
more  important,  what  are  tomor- 
row's environmental  regulations  that 
are  going  to  affect  our  business," 
says  Salisbury.  "You  also  have  to  fac- 
tor in  the  cost  going  forward  of  com- 


plying with  new  environmental  reg- 
ulations." 

The  deal  must  also  include  flex- 
ibility to  manage  the  daily  issues  that 
arise  —  which  include  everything 
from  labor  issues  to  managing  the 
clash  of  cultures  that  can  occur  when 
a  business  is  suddenly  acquired  by  a 
foreign  corporation. 

In  a  recent  venture  in  which 
Salisbury  was  involved,  Cadbury 
Beverages  International  acquired  the 
mineral  waters  business  of  Fomento 
Economico  Mexicano.  According  to 
Anthony  Sedgwick,  vice  president 
and  division  counsel  of  Cadbury,  the 
company  faced  evolving  environ- 
mental regulations,  as  well  as  the 
daunting  task  of  sorting  through  a 
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large  number  of  unwritten  agree- 
ments. There  was  also  another  factor 
to  consider:  How  could  the  company 
ensure  that  the  water  quality  at  the 
wells  needed  to  supply  the  bottling 
company  would  remain  high? 

To  manage  the  risk,  says 
Sedgwick,  Cadbury  added  specific 
warranties  to  the  acquisition  agree- 
ment to  guard  against  regulatory 
uncertainties.  He  formalized 
unwritten  arrangements  and  hired 
one  of  the  seller's  lawyers  to  provide 
continuity  and  expertise  in  regula- 
tory matters. 

"The  essential  requirement  for 
this  successful  acquisition  has  been 
that  it  was  carried  out  and  continues 
to  be  managed  by  a  core  group  of 
business  professionals  with  very  wide 
international  expertise,  and  our 
understanding  that  doing  business  in 
a  foreign  jurisdiction  is  not  executed 
through  a  wholesale  importation  of 
U.S./U.K.  business  methods,"  says 
Sedgwick. 

M  POLITICS  Of  RtfORM 

As  permanent  as  these  changes  may 
be,  political  uncertainty  remains  a 
risk  in  Latin  America.  The  region  has 
recendy  witnessed  coup  attempts  in 
Venezuela,  a  brush  with  authoritari- 
anism in  Peru  and  the  ouster  of  pres- 
idents in  Brazil  and  Venezuela.  In 
some  nations,  the  military  still  casts 
a  long  shadow.  But  in  no  instance 
since  the  late  1980s  has  political  tur- 
moil spurred  a  return  to  the  old  eco- 
nomic controls. 

Over  the  next  year,  a  series  of 
democratic  presidential  elections 
across  Latin  America  may  be  viewed 

'*W  e  are  convinced  that  properly  stud- 
ied and  evaluated  investments  south  of 
Mexico  wilt  have  positive  results. 
Cruma,  for  example,  has  already  initi- 
ated construction  of  a  corn  flour  mill  in 
Venezuela.  Our  market  studies  tell  us 
that  we  will  be  successful. " 

Roberto  Gonzalez  Ban-era 

Chairman  of  the  Board 
Grupo  Meseca  S.A.  de  C.V. 


The  economic  development  of  the 
Latin  American  region  is  proceec 
ing  at  a  rapid  pace.  Both  the  public  and 
private  sectors  in  the  region  have  create- 
a  positive  environment  for  growth. 
Corporate  restructuring  and  privatizatioi 
programs  which  have  been  implementec 
are  already  producing  productivity  gain 
in  numerous  industries.  The  Internationa 
community  is  responding  favorably  to 
these  positive  developments. 

Raytheon  Engineers  &  Constructors  v 
continue  to  provide  its  broad  base  of 
products  and  services  to  the  region  as  p* 
of  our  commitment  to  our  customers  ana 
partners. 

Charles  Q.  Mi 

Chairman  and  C 
Raytheon  Engineer 
Constructors  I 


as  a  referendum  on  the  open-market 
policies  in  vogue.  Fortunately,  elec- 
toral politics  and  economics  are 
increasingly  on  separate  tracks. 

"You  see  candidates  from  every 
political  stripe  adopting  free  market 
policies,"  says  David  Hirschmann, 
director  of  Latin  American  Affairs, 
U.S.  Chamber  of  Commerce.  "If  you 
look  at  who  is  making  market  eco- 
nomic reforms  —  center,  left  and 
right  —  that  should  give  people  con- 
fidence that  this  will  move  forward." 

Although  segments  of  the  popu- 
lation mourn  the  loss  of  the  old 
ways,  both  conservative  and  liberal 
presidential  front-runners  have 
pledged  economic  continuity  and 
modernization.  Nearly  a  dozen  pres- 
idential elections  will  take  place  in 
Latin  America  through  1994,  and  no 
major  policy  reversals  are  foreseen. 
As  societal  support  for  change  con- 
tinues to  gather  momentum,  a 
retreat  from  the  open-market  poli- 
cies that  have  revolutionized  the 
region's  economies  becomes  ever 
more  remote. 


Lynn  B.  Morrissey  lives  in  New  York  and  writes  about  the  emerging  Latin  American  markets  for  a  variety  of  publications. 


These  securities  have  not  been  registered  under  the  Securities  Act  of  1933  and  may  not  be  offered  or  sold  in  the  United  States  or 
to  U.S.  persons  absent  registration  or  an  applicable  exemption  from  the  registration  requirements.  These  securities  having  been 
previously  sold,  this  announcement  appears  as  a  matter  of  record  only. 


Republic  of  Argentina 
U.S.  $256,000,000 
Euronotes  due  1994  and  1995 

Arranged  and  placed  by 

Bankers  Trust  International  PLC 

BT  Securities  Corporation 


Republic  of  Colombia 
U.S.  $125,000,000 
7.125  per  cent.  Notes  due  1998 

Lead  managed  by 

Bankers  Trust  International  PLC 

BT  Securities  Corporation 


Nacional  Financiera,  S.N.C. 

(A  NiHHmal  Credit  Institution  and  l>vclopmcnt  Bank 
of  the  United  Mexican  States)  Grand  Cayman  Branch 

U.S.  $100,000,000 

5%  per  cent.  Notes  due  1998 


with  Warrants  attached  thereto  to  purchase 
Global  Depositary  Shares  representing  UL"  Shares  of 
Common  Stock  of  Grupo  Televisa.  S.A.  de  C.V. 


Bankers  Trust  International  PLC 


Republic  of  Venezuela 
U.S.  $150,000,000 
9%  Notes  due  1996 

Joint  lead  managed  by 

Credit  Suisse  First  Boston  Limited 

Bankers  Trust  International  PLC 


Empresa  Colombiana  de  Petroleos 
U.S.  $150,000,000 
7.25  per  cent.  Notes  due  1998 

Lead  managed  by 

Bankers  Trust  International  PLC 

BT  Securities  Corporation 


NATIONAL  BANK  OF  HUNGARY 
National  Bank  of  Hungary 

(Magyar  Ncmii-n  Bank) 


U.S.  $150,000,000 
8%  Notes  due  1998 

Lead  managed  by 
Bankers  Trust  International  PLC 


December  1992 


PDVSA 

Petroleos  de  Venezuela,  S.  A. 

USD  335,000,000 
US  Commercial  Paper  Program 

Arranger  and  principal  dealer 
BT  Securities  Corporation 


April  1993 

Banco  Nacional  de  Mexico,  S.A. 

(Incorporated  with  limited  liability  m  the  United  Mexican  States, 
acting  through  its  Nassau  branch  or  such  other  branch 
or  agency  as  may  be  designated  in  the 
applicable  Pnang  Supplement) 


Global  Medium  Term 
Note  Programme 


U.S.  $500,000,000 

Bankers  Trust  International  PLC 

BT  Securities  Corporation 

Bankers  Trust  GmbH 


August  1993 

O BANCO 
INTERNACkONAL 
SOCItOAO  ANOHIMA 

(incorporated  with  limited  liability  under  the 
laws  of  the  United  Mexican  States) 
(Cayman  Islands  Branch) 

Global  Medium  Term 
Note  Programme 

U.S.  $300,000,000 

Lead  managed  by 
Bankers  Trust  International  PLC 


In  Emerging  Markets,  premiere  issuers  choose 

Bankers  Trust. 


Over  and  over  again,  the  premiere 
names  in  the  emerging  markets  are  brought 
to  the  capital  markets  by  Bankers  Trust. 

We  enjoy  the  confidence  of  these 
issuers  for  many  reasons.  Chief  among 
them  is  our  first-rate  global  placement 
network.  By  knowing  the  needs  of 
international  investors  and  understanding 


their  appetite  for  risk,  we  have  proved  our 
placement  abilities  time  and  time  again. 

If  you  are  a  premiere  issuer,  we  can 
promise  you  a  first-class  reception. 

QBankersTrust 

LEAD     FROM  STRENGTH. 


Foreign  Investment 
Foreign  Exchange 
Investment  Banking 
Mergers  &  Acquisitions 
Trade  Finance 
Asset  Management 
Leasing  &  factoring 
Insurance 


L®1 


SERFIN 


SERFIN 

FiNRNCIRL  GROUP 


Mexico  City  New  York  Tokyo 
london  toronto  los  angeles  nassal 


*Sometime&  cuv  opportunity  /ooAs  /wjAb 
bectu/s£'      tA&  on/t^  ori&j^aa/  cast/  &e&. 

PERSPECTIVE  IS  KEY  TO  SMART  DECISIONS.  SO 
TALK  WITH  THE  SERFIN  FINANCIAL  GROUP. 
WHERE  MEXICO'S  LEADING  INVESTMENT  BANK- 
ERS WORK  WITH  EXPERTS  FROM  THE  MOST 
EXPERIENCED  COM  M  ERCI  AL  BANK.  WHICH 
MEANS  YOU  DON'T  HAVE  TO  NARROW  YOUR 
CHOICE  OF  OPPORTUNITIES  UNTIL  YOU'VE  HAD 
THE  BENEFIT  OF  THE  WIDEST  POSSIBLE  VIEW. 


EDITED  BY  LAURA  SAUNDERS 


Spending  on  how  you  take  them,  your  tax  deductions 
an  be  worth  a  lot,  a  little  or  nothing  at  all. 

rarget  your 
deductions 


rHEN  CAN  YOU  GET  a  full  deduction 
ft  a  medical  exam,  trade  publication 
interest  on  a  car  loan,  instead  of 
hat  most  taxpayers  get,  which  is 
ther  a  partial  one  or  none  at  all? 
The  answer  is,  when  you  can  get  the 
:duction  in  just  the  right  place  on 


your  1040.  "People  don't  know  it, 
but  there  is  often  considerable  play  in 
how  to  arrange  deductions,  and  that 
can  make  a  big  difference  in  your  tax 
bill,"  says  Kenneth  Brier,  a  tax  expert 
with  Powers  &  Hall  in  Boston. 
For  example:  Ordinarily,  medical 
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deductions  are  rendered  worthless  by 
the  rule  making  them  deductible  only 
to  the  extent  they  exceed  7.5%  of  your 
adjusted  gross  income.  But  there  are 
exceptions.  For  example,  a  self-em- 
ployed pilot  who  is  required  by  law  to 
take  a  physical  can  deduct  it  as  a  cost 
of  doing  business  on  her  Schedule  C, 
where  there  is  no  7.5%  floor. 

Similarly,  a  salaried  architect  who 
cakes  on  some  freelance  work  may  be 
able  to  claim  professional  dues  and 
publications  against  his  side  jobs,  pro- 
tecting the  deductions  from  the  2%- 
of-income  floor  that  generally  applies 
to  miscellaneous  deductions.  And  a 
car  buyer  who  takes  out  a  second 
mortgage  on  his  house  to  pay  for  the 
car  can  deduct  the  interest,  whereas 
interest  on  an  ordinary  car  loan  isn't 
deductible  at  all. 

As  you  plan,  the  thing  always  to 
remember  is  this:  Deductions  fall  into 
two  categories.  The  favored  category 
is  those  entered  on  the  front  page  of 
the  1040,  meaning  that  you  deduct 
them  before  figuring  adjusted  gross 
income.  These  deductions  include 
schedules  e-business),  F  (farm)  and 
E  (partnership,  rental  property,  or 
trust  and  estate),  and 
capital  gains  and  losses. 
In    short,  deductions 
connected   with  some 
kind  of  private  business. 
These  high-powered 
sv   deductions  are  not  limit- 
[    ed  by  a  2%  or  7.5%  or 
10%  floor,  and  they  help 
reduce  adjusted  gross  in- 
|    come  (AGl),  which  itself 
is  an  important  compo- 
nent of  those  hateful 
floors. 

There  are  other  rea- 
sons to  want  your  write- 
offs on  the  front  page  of 
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What  makes  the  airlines 
on  thousands  of  planes  al 
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hundred  vegetarian  meals! 


mart  enough  to  keep  tabs 
>nce  and  quick  enough 
espond  to  millions  of 
ancellations  and  even  a  few 


PCs,  workstations  and  midrange  computers,  linked  to 


Mainframes,  what  else? 


Obviously,  airlines  need  access  to  vast  amounts 
iformation.  Information  that  could  be  anywhere 
1  across  the  airport  to  across  the  world. 
\nd,  invariably,  they  need  access  to  that  data 
intly. 

That's  why  mainframes  are  such  essential  parts 
leir  information  networks.  By  being  linked  to  a 
iframe,  every  PC  and  workstation  has  instant, 
nd- the -clock  access  to  the  enormous  amount 
formation  needed  to  run  an  airline. 
[How  else  could  an  agent  in  Dallas  be  able  to  tell 
h  instant  which  seats  are  available  on  a  return 
it  from  Paris— and,  the  next  instant,  check  how 


long  that  departure  from  Sydney  will  be  delayed?) 

All  things  considered,  nothing  "serves"  the  rest 
of  a  computer  network's  "clients"  to  the  degree 
a  mainframe  can.  And  the  new  "openness"  of 
mainframes  allows  them  to  serve  just  about  any 
kind  of  hardware  and  software. 

Airlines  are  just  one  of  the  many  businesses 
whose  success  is  dependent  on  information. 
On  the  swift  and  reliable  accessing,  managing, 
distribution  and  protection  of  that  information. 
All  the  things  a  mainframe    *~*        "~~  — "  ® 
is  designed  to  do.  Better         Z  ZZZ 
than  anything  else. 


The  IBM  System/390* 


:tem/390  are  registered  trademarks  of  International  Business  Machines  Corporation  ©  1993  IBM  Corp 


your  1040.  agi  is  a  starting  point  for 
determining  whether  you  are  subject 
to  the  alternative  minimum  tax.  AG!  is 
also  fed  into  a  formula  that  deter- 
mines the  taxability  of  Social  Security 
benefits — a  formula  that  got  more- 
severe  in  the  1993  tax  increase  law.  In 
addition,  many  state  tax  systems  look 
favorably  on  the  front-page  federal 
deductions.  Massachusetts,  lor  exam- 
ple, in  effect  allows  these  deductions 
and  disallows  all  others. 

Finally,  AGI  powers  the  bracket 
multiplier.  This  is  the  nasty  little  for- 
mula by  which  Congress  raises  tax 
brackets  beyond  their  stated  rates. 
Ostensibly  it  lowers  deductions  by  3% 
of  the  amount  by  which  agi  exceeds  a 
certain  threshold.  But  in  practice,  it 
simply  cranks  up  the  tax  bracket  of 
high  earners.  So  a  lot  of  people  who 
think  they  are  in  a  39.6%  bracket  are 
reallv  at  40.8%.  For  such  taxpayers  a 
$10,000  deduction  is  worth  $120 
more  on  the  front  page  than  the  same 
deduction  taken  elsewhere. 

If  your  deduction  doesn't  qualify 
for  the  front  page,  it  goes  into  a 
subtotal  on  the  back  side,  via  the 
Schedule  A  list  of  personal  deduc- 
tions. Here  Congress  has  snipped  and 
snapped  at  every  turn:  Medical  ex- 
penses, casualty  losses  and  so-called 
miscellaneous  deductions  can  only  be 
deducted  if  they  exceed  a  certain  per- 
centage of  your  agi.  You  have  to  be 
really  bleeding  before  any  of  these 
deductions  do  you  much  good. 

What  to  do?  The  trick  is  to  turn 
back-page  deductions  into  the  front- 
page variety. 

Perhaps  the  single  best  way  to  take 
deductions  is  as  a  cost  of  doing  some 
kind  of  business  that  reports  results  on 
a  schedule  C,  E  or  F.  In  that  way  you 
can  deduct  all  relevant  expenses  from 
income  before  it  goes  into  AGI — no 
limit  for  high-income  payers.  That's 
where  the  architect  who  subscribes  to 
an  architecture  review  would  throw 
the  deduction — especially  if  he  has 
enough  outside  income  to  absorb  it. 
And  if  he  doesn't  have  enough?  Then 
the  deduction  will  give  rise  to  a  loss  on 
Schedule  C.  There's  no  law  that  says 
you  can't  report  a  loss  from  your  trade 
or  business,  but  be  careful:  If  you 
report  such  losses  year  after  vear,  you 
are  inviting  an  audit. 

If  you  have  both  a  salaried  job  and 
moonlighting  income,  can  you  claim 


all  your  unreimbursed  professional 
expenses  against  the  latter?  "In  prac- 
tice, most  people  take  the  whole  de- 
duction on  the  Schedule  C,  though  if 
the  irs  audits,  they  may  make  you 
pro-rate,"  says  Stuart  Kessler,  a  tax 
expert  at  New  York's  Goldstein  Go- 
lub  Kessler. 

There  are  other  deductions  more 
valuable  if  you  can  get  them  onto  a 
schedule  C,  E  or  F.  These  include 
casualty  losses,  say,  from  a  computer 
used  on  a  farm  that  was  flooded  out 
last  summer;  tax  preparation  fees — 
courts  have  held  that  the  part  paid  for 


Remember  that  the  IRS 
accepts  a  wide  definition 
of  business:  Even 
gambling  can  be  a  trade 
or  business.  The  real 
bonanza  comes  if  you 
make  a  business 
out  of  something  that 
you  enjoy.  If  you 
set  up  a  business 
in  the  five  most 
glamorous  cities 
in  the  world,  then 
traveling  there  will  be 
tax  deductible. 


preparing  these  schedules  is  fully  de- 
ductible; and  travel  expenses  to  in- 
spect investment  property. 

Also  remember  that  the  IRS  accepts 
a  wide  definition  of  "business."  Be- 
ing a  company  director  can  be  a  busi- 
ness, and  so  can  being  an  executor  or 
trustee.  There  even  is  a  series  of  IRS 
rulings  holding  that  gambling  can  be 
a  trade  or  business. 

The  real  bonanza,  of  course,  comes 
if  you  make  a  business  out  of  some- 
thing that  you  enjoy.  "If  you  set  up  a 
business  in  the  five  most  glamorous 
cities  in  the  world,  then  traveling 
there  will  be  deductible,  and  I  have 
seen  it  done,"  says  Walter  Primoff,  a 
tax  expert  with  the  New  York  Society 
of  CPAS. 

There's  yet  another  benefit  to 
shoehorning  a  deduction  onto  Sched- 
ule C  rather  than  Schedule  A.  Assum- 
ing that  the  moonlighting  makes 
money,  you're  going  to  owe  self- 
employment  tax.  This  is  15.3%  if  you 
make  less  than  $56,000  from  your  day 


job,  or  2.9%  if  you  make  more.  , 
Schedule  C  deduction  will  simultc 
neously  cut  this  self-employment  ta 
and  cut  the  AGI  used  to  figure  voi 
income  tax. 

To  recap:  Most  deductions  come  i 
two  flavors,  front-page  and  Schedul 
A.  Now  brace  yourself.  Interest  e> 
penses  come  in  six. 

The  best  kind  of  loan  is  one  used  t 
finance  a  schedule  C,  E  or  F  activity  i 
which  you  are  actively  involved  c 
able  to  make  a  profit.  Examples:  a  loa 
to  finance  a  profitable  apartmer 
building  or  an  inventory  of  cosmetic 
you  sell  out  of  your  basement.  This 
fully  deductible. 

Second-best:  interest  on  a  mor 
gage  to  buy  or  improve  a  first  c 
second  home.  Deductible  for  the  fir: 
$1  million  of  mortgage  principal. 

Third- best:  interest  on  a  secon 
mortgage  or  mortgage  taken  out  afti 
you  bought  the  home.  Deductible 
the  first  $100,000  of  principal— pr< 
vided  you  aren't  subject  to  the  altei 
native  minimum  tax. 

Fourth-best:  interest  to  finance  a 
investment  portfolio,  provided  thei 
aren't  any  muni  bonds  in  the  portfc 
lio.  Deductible  up  to  the  amount  c 
investment  income.  Unusable  poi 
tions  may  be  carried  forward. 

Fifth-best:  interest  wrapped  up  in 
moneylosing  passive  investment,  sue 
as  an  apartment  building  or  a  cattl 
farm  in  which  you  are  not  active! 
involved.  Not  immediately  deduc 
ible  (although  there's  a  limited  excef 
tion  for  middle-income  landlords 
Lost  deductions  may  or  may  not  h 
usable  at  a  later  date,  when  yoi 
passive  activities  turn  profitable  c 
you  get  rid  of  them. 

Last  in  line  is  "personal"  interes 
on,  say,  a  credit  card  or  college  loai 
Entirely  nondeductible. 

Some  loans  could  wind  up  in  eithc 
of  two  categories,  depending  on  ho 
you  play  your  cards,  says  New  Yor 
tax  lawyer  David  Marcus.  What  aboi 
the  mortgage  on  your  vacation  prop 
erty?  Call  the  property  a  second  horn 
and  you'll  put  the  interest  into  catc 
gory  two,  where  it  will  be  deductible 
the  mortgage  on  your  principal  horn 
isn't  too  large.  Rent  it  out  and  th 
interest  may  land  in  category  five. 

Okay,  the  government  needs  th 
money.  But  does  it  have  to  make  lif 
so  damned  complicated?    -L.S.  ■ 
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Who'd  think  millions  of  people  would 
come  to  a  town  like  ours  just  to  shop. 


It's  easier  than  going  down  to  the  mall.  Instead  of  fighting 
traffic  and  the  crowds,  and  trekking  from  store  to  store 
to  find  what  you  want,  you  can  shop  in  friendly  Dodgeville, 
Wisconsin  -  through  the  Lands'  End  catalog. 

Oh,  we  may  lack  the  piped-in  music  and  the  fast-food 
places  you  find  at  the  mall.  But  browsing  through  our  catalog 
has  its  own  satisfactions. 

There's  tons  to  choose  from.  From  khaki  pants  to  cashmere 
sweaters,  buttondown  shirts  to  weekend  luggage.  All  of 
a  quality  you  don't  find  most  places  anymore.  And  all  of  it, 
priced  fairly. 

You  have  our  "store"  to  yourself.  You  can  browse  in  your 
own  good  time.  And  when  you  find  what  you  like,  simply  pick 
up  a  phone  and  call  us.  Even  at  3  a.m.,  if  you  want. 

You  can't  make  a  mistake.  If  you  don't  like  what  you  ordered 
when  it  comes,  simply  return  it.  We  say  that  with  no 
conditions.  It's -"Guaranteed.  Period?" 

Sound  like  no  shopping  you've 


ever  done  before?  Maybe  you  should 
pay  our  catalog  a  visit. 


"M  lands'  End,  Inc. 


Gua 


MD 


If  you'd  like  a  free  catalog,  call  us  any  time,  24  hours  a  day,  at  1-800-356-4444 
Or  mail  this  coupon  to:  1  Lands'  End  Lane,  Dept.  MD,  Dodgeville,  WI  53595 

Name. 


Address 

Apt. 

Citv 

State 

Zip 

Phone  ( 

) 

Day/Night  (circle  one) 

si 


While  more  and  more  Americans  take  to  Love  Boat 
cruising,  Congress  has  seen  to  it  that  the  boom  creates 
few  jobs  for  U.S.  citizens. 


All  at  sea 


By  Todd  G.  Buchholz  with  Carol  M.  Cropper 


Vancouver's  passenger  terminal 

Tourists  visiting  Alaska  fly  into  Seattle  but  sail  from  Canada. 


Vancouver,  B.C.'s  stunning  har 
is  packed  with  cargo  boats,  seaplai 
yachts — and  cruise  ships.  The  en 
ships,  some  carrying  as  many  as  1  ,< 
tourists,  are  ready  to  set  sail  for  Ala; 
By  the  end  of  this  year's  season 
October,  slightly  more  than  ha] 
million  passengers  had  taken  the 
along  Alaska's  gleaming  coast  to  g 
at  bald  eagles  or  ogle  glaciers  "c 
ing"  icebergs  into  the  bay. 

It's  a  nice  scene.  Contrast  it  v 
Seattle,  just  about  150  miles  to 
south.  Seattle's  passenger  docks  n 
Only  nine  cruises  will  have  stoppec 
this  season. 

Why  the  difference?  Seattle  has  j 
as  good  hotels,  better  restaurant: 
modern  airport  and  almost  as  pret 
waterfront  as  Vancouver.  The  unli 
ly  sounding  explanation:  a  U.S. 
that  defends  protectionism,  preset 
outdated  union  giveaways  and  ma 
most  U.S. -flagged  passenger  si 
uncompetitive. 

The  Passenger  Services  Act  of  1 £ 
blocks  foreign-flagged  ships  from  s 
ing  between  U.S.  ports.  It  also 
quires  lines  flying  the  American  flaj 
use  made-in-the-U.S.A.  vessels  < 
high-cost  American  labor,  and  to 
here  to  enough  safety  standards 
sink  a  ship. 

Seattle  and  Alaska's  coastal  pc 
are  U.S.  So  to  avoid  falling  foul  of 
act,  foreign -flagged  cruise  ships  he 
ed  for  Alaska  skip  Seattle  and  insti 
use  Vancouver,  in  Canada. 

What  about  the  U.S. -flagged  cn. 
ships,  what  do  they  do?  Ansv 
There  aren't  any,  other  than  t 
1950s-era  tubs  based  in  Hawaii. 

The  main  reason  there  are  no  U, 
flagged  cruise  ships  is  cost.  An  Ami 
can- built  cruise  ship  is  priced  at  up 
50%  more  than  a  foreign- built  on< 
$375  million  versus  $250  million  f( 
typical  1,250-passenger  ship,  s 
Lawrence  Evans,  director  of  dome; 
marine  affairs  at  the  Transportati 
Institute,  an  organization  represe 
ing  some  140  U.S. -flag  shippi 
companies. 

Part  of  this  price  difference  is  due 
national  subsidies  paid  to  their  sh 
yards  by  such  countries  as  Fran 
Germany  or  Italy.  But  most  of  l 
higher  cost  is  a  result  of  inefficiency 
U.S.  shipyards  weaned  on  fat  milit 
contracts.  U.S.  shipyards  haven't  i 
eted  a  single  new  oceangoing  cru 
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A  promise  tkat  some  thingfs  will  he  more  important  tkan  catching  the  7:14. 


A  promise  not  to  care  if  you'd  rather  play  the  drums  than  foothall. 


A  promise  to  always  he  hehind  you  even  when  you're  on  your  own. 


Nothing  keeps  us  together  for  all  our  Jays  like  a  promise  kept.  At  MassMutual  we've  been  helping  people  keep 
their  promises  for  more  than  140  years.  That's  why  families  and  businesses  rely  on  us  to  insure  their  lives,  their 
health  and  their  financial  future.  tfCOft 

MassMutual 

Ol993  Massachusetts  Mutual  Life  Insurance  Co  Springfield  MA  01111  Wei  lelp  you  keep  your  promises 


Advkrtiskmknt 


S^T^  The  SkyTel8U.S.  Corporate  Golf 
ll     Championship  National  Final 

[     iT  Presented   by   Forbes   and  Golden    Bear  International 


Mauna  Kea  Beach  Hotel,  Island  of  Hawaii,  September  9-11,  1993 


In  the  Spring  of  1993,  the  SkyTel  U.S. 
Corporate  Golf  Championship  —  an 
unprecedented  event  to  determine  the  best 
corporate  golf  foursome  in  America  — 
invited  Forbes  500s  companies  to  send 
four-player  executive  teams  to  one  of  five 
regional  qualifying  tournaments.  The  three 
low  teams  from  each  event  won  prize 
money  for  their  favorite  charities  as  well  as 
a  trip  to  Hawaii  to  compete  in  the  36- 
hole  national  final  event. 

On  September  9-11,  1993,  these  15 
qualifying  teams  met  face-to-face  at  the 
magnificent  Mauna  Kea  Beach  Hotel  Golf 
Course  on  the  Big  Island.  What  ensued 
was  a  splendid  mix  of  camaraderie  and 
competitiveness  as  the  executive  partici- 
pants vied  once  again  for  the  opportunity 
to  win  substantial  cash  prizes  for  their 
chosen  causes.  Following  are  the  results. 

At  America  West  Airlines'  corner  of 
the  practice  tee,  VP  Jim  Carr  flashed 
his  aviator  humor  by  speculating  that 
Russ  Bleil's  towering  power  fades 
would  "probably  come  back  to  earth 
once  they  iced  up." 

But  Bleil,  also  an  America  West  VP, 
used  that  high,  drifting  slice  of  his  to  hit 
a  200-yard  dream  drive  that  landed  16 
inches  from  the  third  hole  to  take  clos- 
est-to-the-pin  honors  and  ignite  America 
West's  run  to  a  3-shot  victory.  The 
Phoenix-based  airline  secured  a  $10,000 
gift  to  the  Mother  Teresa  Foundation 
when  it  edged  out  Illinois-based 
Comdisco  Inc.  by  compiling  a  two- 


round  combined  score  of  36-over  612. 

36  over?  Net?  To  win  an  event  that 
had  already  eliminated  dozens  of  corpo- 
rate teams  in  the  qualifying  events? 
That's  what  will  happen  from  the  blue 
tees  at  Mauna  Kea,  when  ocean  winds 
ricochet  down  from  the  Kohala 
Mountains  and  the  greens  ripple  with 
unseen  break. 


America  West  Airlines  Inc 

l-r:  Leroy  Paulson,  Marilyn  Hoppe, 
SkyTel  President  Dave  Garrison, 
Jim  Carr,  Russ  Bleil 


2nd  Place:  Comdisco  Inc. 
Marty  Walsh,  Steve  Hamilton, 
Tom  Orcutt,  Graham  Morris 

Tied  for  3rd  Place: 
Cadillac  Motor  Car  Division 
Gary  Moorhead,  Bill  Flinn, 
Ernest  Hodge,  Bobby  Thigpen 

U n isys  Corp. 
Harold  Barron,  Ed  Blechschmidt, 
George  Robson,  Bob  Tway 


Comdisco  Sr.  VP  Marty  Walsh,  who 
quintuple-bogeyed  the  par-5  8th  on 
Friday  and  came  back  with  a  birdie  4  ol 
Saturday,  said  the  course  and  condition 
"had  something  on  every  hole,  every 
shot,  to  make  you  lose  your  confidence 
Walsh  credits  Comdisco  Exec.  VP 
Graham  Morris  with  leading  the  four 
some  to  its  final  one-shot  edge  over 
Unisys  Corp.  and  Cadillac,  which  fin 
ished  tied  for  third  at  40-over  net  616 

In  the  spirit  of  the  event,  SkyTel 
President  Dave  Garrison  made  an 
impromptu  purse  upgrade  that  allow' 
both  3rd-place  teams  to  make  $5,000 
donations  to  their  adopted  charities. 
Cadillac  played  on  behalf  of  the 
Georgia  Junior  Golf  Association  and 
Unisys  on  behalf  of  the  American  Re 
Cross.  Second-place  Comdisco  earne 
$7,500  for  its  longtime  corporate  chai 
ty,  the  Make-A-Wish  Foundation. 

All  told,  the  inaugural  SkyTel  chan 
pionship  raised  more  than  $60,000  in 
charitable  donations,  including  $3,00 
awarded  to  the  Phillips  Center  Supp 
House  in  the  name  of  Arkansas-base 
Beverly  Enterprises,  which  took  "M< 
Improved  Honors"  by  bettering  its 
First-round  score  by  32  shots  in  the  s< 
ond  day  of  play.  The  1994  SkyTel  U 
Corporate  Golf  Championship  charit 
purse  is  expected  to  be  even  higher. 

In  this  tournament,  the  causes  are  ; 
good.  But  the  golf  only  has  to  be  goc 
enough  to  win. 


The  SkyTel  System  makes  it  possible  to  do  business  across  multiple 
time  zones.  And  some  days  it  feels  like  you've  been  through  most 
of  them.  Spread  across  the  country  or  around  the  globe, 
your  team  can  retrieve  voice  messages  (toll-free  in  many 
places)  on  the  run.  Everybody  gets  the  word  where  they 
need  it,  when  they  need  it.  You  can  even  send  text  messages 
and  computer  data  from  a  desktop.  Across  North  America  or  as 
far  away  as  Hong  Kong-within  minutes.  No  matter  what  time  zone 
you  find  yourself  in,  the  SkyTel  System  can  help  you  stay  in  the  loop. 
To  talk  about  what  SkyTel  can  do  for  your  company,  call  us. 


1-800-456-3333  ext.  0  4  6  3. 


Skyfel^ 


>I995  SkyTel 


m     A  subsidiary  of  Mtel 


THE  WORLD  HAS 
NEVER  SEEN  A 
WATCH  QUITE  LIKE 
THE  MECHANICAL 
GEOGRAPHIQUE 
BEFORE:  FASHIONED 
IN  18  K  GOLD.  IT 
AUTOMATICALLY 
SHOWS  THE  LOCAL 
TIME  AND  DATE  AS 
WELL  AS  THE  TIME 
IN  EVERY  OTHER 
ZONE  AROUND  THE 
WORLD.  A  MASTER- 
PIECE OF  SUCH 
DISTINCTION. 
WHICH  EVEN  FEA- 
TURES A  MAINTAIN- 
ING POWER  DISPLAY. 
COULD  ONLY 
COME  FROM  THE 
CRAFTSMEN  OF 
JAEGER-LECOULTRE, 
THE  WATCHMAKER 
WITH  160  YEARS  OF 
TRADITION. 


geographique. 
Around  the  world 

IN  24  HOURS. 


SETTING  NEW 
STANDARDS  IN 
SIMPLICITY.  TURN 
THE  LEFT-HAND 
CROWN  UNTIL  ONE 
OF  THE  24  CITIES 
IS  AT  THE  TOP  AND 


THE  HANDS  ON  THE 
LOWER  TWO  DIALS 
WILL  AUTOMATICALLY 
SHOW  LOCAL  TIME 
IN  THAT  PARTICULAR 
TIME  ZONE. 


«Jaeger-leCqultre» 


FOR  MORE  INFORMATION  ABOUT  WATCHES  FROM  JAEGER-LECOULTRE.  OR  FOR  YOUR  FREE  COPY  OF 
OUR  COMPLETE  CATALOGUE,  CONTAINING  MORE  THAN  200  PAGES  WITH  DETAILED  INFORMATION 
ABOUT  JAECER-LECOULTRE  S  HISTORY  AND  PRODUCTS.  CALL:  (800)  JLOTlME. 

Cellini.  509  Madison  Avenue.  New  York.  NY  10022;  Jewels  by  Vigci.  26  Moddle  Neck  Road. 
Creat  Neck.  NY  11021:  Hardy  <s.  Hayes,  One  Oxford  Center.  Pittsburgh.  PA  15219:  Mayor's.  The 
Fall  Mall.  8888  Howard  Drive.  Miami.  FL  33176;  morgan  &  Co.  1 131  Glendon  Avenue.  Los 
Angeles.  CA  90024:  DeBoulle.  5550-A  Preston  Road.  Dallas.  TX  76205;  Shapur.  245  Post  Street, 
San  Francisco.  CA  94108;  Smart  Jewelers.  3350  West  Devon  Ave.  Lincolnwood.  IL  60659: 
Carroll's.  1427-4th  Ave.  Seattle.  WA  98101:  Jaeger-LeCoultre.  P.O.  Box  1608.  Winchester. 
VA  22604,  Telephone  (800)  JLC-Time. 


Protection  at  sea 

ship  since  1952. 

It  also  costs  20%  to  25%  morl 
operate  a  U.S. -flagged  cruise  j 
than  a  foreign-flagged  vessel,  says 
ans.  U.S.  regulations  and  taxes 
count  for  80%  of  the  difference. 

Congress  passed  the  PSA  bad 
1886  to  protect  American  jobs.  < 
board  jobs,  that  is.  What  the  supp 
ers  of  the  PSA,  including  the  Seafar 
International  Union  and  the  Air 
can  Maritime  Congress,  don't  te 
how  many  jobs  the  law  is  now  cost 
Shore  jobs. 

These  days,  how  many  longsh* 
men  are  working  in  Seattle  to  load 


"Labor  [still  raises] 
this  cry,  'Oh, 
they're  taking 
away  our  jobs!' 
Of  course  they 
have  no  jobs, 
because  there 
are  no  American 
ships." 


nine  passenger  ships  a  year?  Preci 
few.  San  Francisco,  once  a  bust 
passenger  port,  now  mostly  se 
ferries  to  Sausalito. 

"Labor  [still  raises]  this  cry,  ' 
they're  taking  away  our  jobs!'  " 
former  Representative  John  M 
(R-Wash.),  who  in  1991  and  I 
tried  but  failed  to  push  through  le 
lation  to  loosen  the  rules.  "Of  coi 
they  have  no  jobs,  because  there 
no  American  ships." 

Killing  the  PSA  would  add  lot. 
new  onshore  jobs.  According  to 
City  of  Vancouver,  the  236  cru 
docking  there  in  1992  (up  by  rr 
than  three  times  since  1982)  pum 
more  than  $100  million  into  the  ci 
economy.  That  meant  work  for  cc 
to  create  those  all-you-can-eat  II 
fets,  porters  to  load  bags,  passer 
service  agents,  tugboat  crews.  Ar 
good  many  passengers  spend  at  1 
one  night  in  the  port  city,  bei 
going  on  board. 

Foreign-flagged  cruise  ships  dc 
course,  use  U.S.  ports  where  t 
routes  take  them  straight  to  fore 
ports.  This  is  what  happens  in  Mte 
for  example,  and  a  recent  Price  Wa 
house  study  estimates  that  saili 
from  the  Port  of  Miami  gene 
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Why  Choose  The  Fidelity 
IRA  Over  All  Others? 


Like  many  investors,  you  may  be  more  focused  on  your  IRA 
than  ever  before.  And  with  today's  low  CD  rates,  a  myriad  of 
investment  choices  or  the  expense  of  a  full  cost  broker,  there's 
a  lot  standing  in  the  way  of  your  retirement  goals.1  At  Fidelity 
Investments,  we  are  committed  to  offering  you  an  IRA  where 
performance  and  value  come  first. 

Proven  Performers  For  Growth 

For  the  long-term  growth  potential  you  want, 
Fidelity  offers  a  full  range  of  stock  funds  with 
performance  records  that  speak  for  themselves. 
Each  fund  is  backed  by  the  management  exper- 
tise that's  helped  make  Fidelity  America's  largest 
stock  fund  manager.2  So  now  along  with  our  No- 
Load,  No-Fee  IRA,  it  makes  more  sense  than 
ever  to  bring  your  retirement  savings  to  Fidelity. 

The  No-Load,  No-Fee  IRA  Offer 
No  One  Else  Can  Match 

We've  waived  the  sales  charges  on  more  than 
a  dozen  stock  fluids  for  retirement  investors, 
so  now  you  have  more  than  50  no-load  stock, 
bond  and  money  market  fund  choices  for  your 
IRA.^  And  we've  waived  the  annual  IRA  mainte- 
nance fee  for  each  mutual  fund  account  you 
have  in  your  Fidelity  IRA  with  a  balance  of 

$5,000  or  more.4  Call  today 
for  your  free  IRA  fact  kit,  and 
be  sure  to  ask  for  a  free  copy 
of  our  Common  Sense 
Guide  To  Planning  For 
Retirement. 


Long-Term  Stock  Fund  Performers 
Now  All  No-Load  For  Your  Retirement* 

Fidelity  Puritan  Fund 

22.65% 

13.98% 

14.62% 

1 -Year  Avg. 
Annual  Return* 

B-Year  Avg. 
Annual  Return* 

10-Year Avg. 
Annual  Return* 

Fidelity  Equity-Income  II  Fund 

24.32% 

27.1 6% 

1 -Year Avg. 
Annual  Return* 

Die  o<  Fund 
Annual  Return* 
8/21/90-9/30793 

Fidelity  OTC  Portfolio 

17.81% 

16.63% 

20.50% 

1 -Year Avg. 
Annual  Return* 

5-Year  Avg. 
Annual  Return* 

Lite  of  Fund 
Annual  Return" 
12/31/84-9/30V93 

Fidelity  Contrafund 

29.09% 

25.78% 

17.63% 

1 -Year  Avg. 
Annual  Return* 

5- Year  Avg. 
Annual  Return* 

10- Year Avg. 
Annual  Return* 

Fidelity  Asset  Manager™ 

19.79% 

15.12% 

1-Year  Avg. 
Annual  Return* 

Lite  nl  Fund 
Annual  Return* 
12/28/88-9/30793 

Fidelity  Growth  &  Income  Portfolio 

20.74% 

17.27% 

18.85% 

1 -Year  Avg. 
Annual  Return* 

5- Year  Avg. 
Annual  Return* 

Lite  of  Fund 
Annual  Return* 
12/38/85-9/30/93 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3923 


Investments 

Common  sense.  Uncommon  results. 


r  an  IRA  fact  kit  and  more  complete  information  on  any  Fidelity  fund  including  charges  and  expenses,  call  for  a  current  prospectus.  Read  it  carefully  before  you  invest  or  send 
>ney.  'Unlike  bank  CDs,  Fidelity  funds  are  not  FDIC-insured  and  do  not  offer  a  fixed  rate  of  return.  -Fidelity  manages  over  $  100  billion  in  equity  assets.  This  offer  applies  to  certain 
lelity  retirement  plans  marketed  and  distributed  directly  by  Fidelity.  Fidelity  Magellan  '  Fund,  Fidelity  New  Millennium™  Fund  and  Fidelity  Select  Portfolios*  are  excluded.  'For 
pity  mutual  fund  IRAs,  the  $  10  annual  IRA  maintenance  fee  will  be  waived  for  mutual  fund  IRA  accounts  of  $5,000  or  more  at  the  time  of  the  fee  billing.  For  Fidelity  Self-directed 
\s,  the  fee  is  $20,  and  will  be  waived  if  any  Fidelity  mutual  fund  position  in  the  account  is  at  least  $5,000  at  the  time  of  the  fee  billing.  Total  returns  for  the  period  ended  9/30/93 
historical  and  include  change  in  share  price  and  reinvestment  of  dividends  and  capital  gains.  Returns  for  OTC,  Portfolio,  Contrafund.  and  Growth  &  Income  Portfolio  include  the 
ect  of  the  funds'  3%  sales  charge.  Past  performance  is  no  guarantee  of  future  results.  Share  price  and  return  will  van  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares, 
lelity  Distributors  Corporation.  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  021 10.  Member  NYSE,  S1PC. 


The  only  name 

in  OFFIC 


Panasonic  OA  knows  what  it  takes  to  keep  today's  fast- paced  office 
moving.  That's  why  we  make  so  many  different  products  for  the  office. 
Each  designed  with  the  performance,  features  and  value  that  typify  our 
approach  to  office  automation -that  each  product  should  do  a  little  more 
and  cost  a  little  less. 

For  everything  from  printers  to  notebook  computers,  copiers  to  electronic 
typewriters,  monitors  to  scanners,  optical  disk  drives  to  facsimiles  and 
more,  Panasonic®  is  the  only  name  you  need  to  know. 

For  more  information  on  printers,  computers,  monitors  and  peripherals  call 
toll  free  1-800-742-8086.  For  copiers,  facsimiles  and  electronic  typewriters 
call  1-800-843-0080.  ext.  4116 


Print  It.   Monitor  It.   Compute  It.   Fax  It 


CIF2-FO 


U  NEED  TO  KNOW 
QUIPMENT. 


THE  PANAFAX  UF-755  PLAIN  PAPER  LASER  FAX. 
THERE'S  NOTHING  PLAIN  ABOUT  ITS  FULL- FEATURED  PERFORMANCE. 

Resenting  the  Panafax  UF-755,  the  dual  access  facsimile  that  gives  you  the 
performance  you  need,  at  a  price  that  won't  slow  you  down. 
With  its  3-Second  Quick  Scan  and  6-Second  transmission  speed*  the  UF-755  keeps 

your  office  moving.  And  its  modular  design  allows 
you  to  easily  upgrade  both  its  standard  28-page 
memory  and  its  standard  250-sheet  paper  capacity. 
The  UF-755  even  reproduces  superior  halftones  with 
its  64  level  gray  scale.  All  with  the  uncompromising 
clarity  of  laser  technology. 
Combine  these  features  with  an  easy  to  use  all-in-one  supplies  cartridge  and  an 
environmentally  friendly  ozone-free  operation  and  it's  plain  to  see — the  UF-755  is 
everything  you're  looking  for  in  a  plain  paper  laser  fax. 


an  It.  Store  It.  Type  It.  Phone  It.  Copy  It. 


Panasonic 

Office  Automation/f^Vj\ 


*All  references  to  memory  capacity  and  transmission  speed  are  based  on  CCITT  Test  Chart  No.  1. 
The  UF-755  uses  a  CCITT  14.4  Khps  modem. 


Protection  at  sea 


Port  of  Seattle 
While  cruise 
ships  carrying 
half  a  million 
tourists  dock 
at  Vancouver, 
Seattle  sees 
fewer  than 
10,000. 


26,000  jobs  in  that  city.  Despite  the 
restrictions  and  economic  distortions 
caused  by  the  PSA,  the  same  study 
reckons  that  foreign-flagged  cruise 
ships  stopping  at  U.S.  ports  already 
generate  450,000  full-time  jobs 
worth  almost  $15  billion  in  compen- 
sation and  $6.3  billion  in  taxes. 

If  the  act  were  killed,  maybe  anoth- 
er half  a  million  new  jobs  could  be 
created  onshore.  Worldwide,  two- 
thirds  of  the  people  taking  deep-sea 
cruises  are  Americans,  says  John  Es- 
tes,  president  of  the  International 
Council  of  Cruise  Lines.  Naturally 
they  would  prefer  the  convenience 
and  economy  of  using  a  U.S.  port. 
International  cruising  is  growing  by 
almost  10%  a  year  and  is  expected  to 
attract  maybe  10  million  passengers 
by  the  turn  of  the  century,  up  from 
4.5  million  in  1992.  Freed  of  the  PSA, 
it  might  grow  even  faster. 

Untrammeled  by  Congress,  Seattle 
could  handle  200,000  passengers 
within  three  years,  says  Mark  Sullivan, 
business  development  specialist  at  the 
Port  of  Seattle. 

The  irony  is  that  more  than  half  of 
the  American  cruise  passengers  head- 
ed for  Alaska  go  right  past  Seattle's 
port — but  on  the  freeway.  It's  cheap- 
er for  the  cruise  lines  to  use  Seattle's 
SeaTac  International  Airport  than  to 
use  Vancouver's  airport.  Passengers 
are  then  bused  three  hours  to  the 
north,  says  Brad  Jurkovich,  recently 
with  the  Greater  Seattle  Chamber  of 
Commerce. 


Vancouver  is  already  investing 
$300  million  to  expand  its  airport  to 
grab  some  of  this  traffic  back  from 
SeaTac;  the  city  also  plans  to  expand 
its  port  facilities. 

The  story  is  similar  down  south. 
Princess  Cruise  Lines'  passengers 
headed  for  Hawaii  fly  into  San  Diego 
airport  and  are  then  bused  across  the 
Mexican  border  to  Tijuana. 

Absent  the  PSA,  Carnival  Cruise 
Lines  would  make  a  hub  of  the  Gulf 
Coast  port  of  New  Orleans.  Even  the 
Great  Lakes  have  "an  enormous,  un- 
tapped potential  for  cruising  activi- 
ties," says  Lawrence  Evans. 

California's  Governor  Pete  Wilson 
has  pleaded  eloquently  with  Wash- 
ington to  have  the  PSA  repealed.  It 
would  create  a  new  industry,  he  says, 
with  all  that  implies  in  terms  of  jobs 
for  a  state  suffering  severely  from 
defense  spending  cuts. 

Like  everybody  else  who  has  plead- 
ed with  Washington — with  Congress, 
and  with  both  Republican  and  Demo- 
crat administrations — Governor  Wil- 
son wasted  his  breath.  Washington 
pols  and  U.S.  transportation  officials 
alike  have  a  knee-jerk  reaction  to  talk 
of  ending  protection  for  U.S. -flagged 
shipping. 

They  react  by  siding  with  the  tiny 
80,000-member  Seafarer's  Interna- 
tional Union  and  the  even  smaller 
50,000-member  National  Marine 
Engineers  Beneficial  Association, 
who  are,  of  course,  opposed  to  lifting 
PSA.  The  unions  are  backed  by  the 


U.S. -flag  shipping  industry. 

Mostly,  these  shippers  are  freig 
lines,  which  see  lifting  the  PSA  as 
lethal  threat.  Why?  Because  the  P 
has  a  brother,  the  Jones  Act,  whii 
prevents  foreign -flagged  freight  ve 
sels  from  operating  between  U. 
ports,  another  economic  absurdi 
that  drives  up  consumer  costs. 

When  all  other  arguments  fail, 
they  inevitably  do,  shippers  ai 
unions  claim  that  ending  their  protc 
tion  would  threaten  "national  seen 
ty,"  as  though  foreign  cruise  shi 
might  suddenly  turn  their  tenr 
courts  into  missile  launch  pads.  Si 
nificantly,  the  U.S.  military,  whi 
used  foreign  ships  extensively  durii 
Desert  Storm,  doesn't  compla 
about  this  at  all. 

For  a  fraction  of  a  second,  tl 
Clinton  Administration  seemed  to  1 
considering  easing  shipping's  prote 
tionist  shackles,  as  part  of  the  "rei 
venting  government"  program.  B 
then  the  labor  unions'  agenda  to< 
over.  Now,  it  seems,  the  Administr 
tion  has  switched  to  favoring  add< 
subsidies  for  U.S. -flag  carriers,  esp 
dally  for  freight  lines. 

But  doesn't  President  Clinton  wa 
to  create  jobs?  Wouldn't  this  be 
great  place  to  start?  Unfortunate! 
the  job-creating  benefits  of  erasii 
the  PSA  seem  spread  too  thin  for  effe 
rive  lobbying.  And  tourism,  Amei 
ca's  biggest  source  of  foreign  e 
change,  isn't  taken  seriously  in  Co 
gress  or  the  White  House. 
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Trust  Company  of 
the  West  and  the 
other  members  of 
the  TCW  group 
offer  expertise  in 
30  different  invest- 
ment areas. 

This  allows  our 
clients  to  allocate 
assets  among  a 
variety  of  invest- 
ment disciplines, 
including  6  equity 
and  7  fixed  income 
alternatives,  one  of 
which  would  rank 
in  the  1st  percentile 
for  1,  3,  and  5  years 
in  the  Russel 


Is  your  equity  manager  significantly 
outperforming  the  S&P  500? 
TCW's  Concentrated  Core 
strategy  is. 

Is  your  fixed  income  manager 
significantly  outperforming  the 
Salomon  Bros.  Broad  Index? 
TCW's  High  Grade  Fixed  Income 
strategy  is. 

Is  your  equity  manager  significantly 
outperforming  the  NASDAQ  Index? 
TCW's  Earnings  Momentum 
strategy  is. 

'••iV : 

Is  your  fixed  income  manager 
significantly  outperforming  the 
Lehman  Bros.  Mortgage-Backed 
Securities  Index?  TCW's  Mortgage- 
Backed  Securities  strategy  is. 


universe  of  over 
3,000  fixed  income  funds. 


It's  an  investment 
record  li  ke  th  i  s 
that  has  enabled 
us  to  grow  assets 
under  management 
from  $8  million  to 
$40  billion  in  the 
last  2 1  years. 

For  more  infor- 
mation on  Private 
Client  Services  for 
individuals,  family 
trusts,  foundations 
and  other  eleemosy- 
nary  institutions 
wi  th  assets  of  $5 
million  or  more, 
please  contact 
Richard  E.  Waldron,  Managing 
Director,  at  (213)  244-0500. 


TCW 


Trust  Company  of  the  West 


A  MEMBER  OF  THE  TCW  GROUP  OF  COMPANIES 


LOS  ANGELES       (213)  244-0000       NEW  YORK       (212)  297-4000 
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Protection  at  sea 


Details. 


Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


©  1993  The  Prudential  Real  Estate  Affiliates,  Inc  ThePnidential  and 

are  registered  service  marks  of  The  Prudential  Insurance  Company  of  America 
Equal  Housing  Opportunity.  t£)  Each  Company  Independently  Owned  and  Operated 


ThePrudential  vm» 

Real  Estate  Affiliates" 
Rock  solid  in  real  estate," 


Because  Business  Issues  Are 
Never  Strictly  Black  &  White 


Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  all  sides 
of  the  business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  (ed 
only  on  CNBC 

And  stay  tuned 

Saturday  and  Sunday  evening  for: 


Business  Weekly 
6:30  pm  (ET) 

Fortune  Week 
7:00  pm  (ET) 

Getting  Down 
to  Business 

7:30  pm  (ET) 


In  fact,  instead  of  looking  at  th 
multipliers  that  would  spur  job  ere 
ation,  Congress  threatens  to  gro^ 
more  protectionist.  Rcprcsentativ 
William  Clay  (D-Mo.)  is  pushing 
bill  to  force  foreign-flagged  ships  tha 
dock  in  U.S.  ports  to  pay  U.S.  unid 
rates.  No  ships  would  come.  Ani 
Representative  Sam  Gibbon 
(D-Fla.)  proposes  levying  U.S.  ship 
pers  to  recover  any  foreign  subsid 
associated  with  a  ship  bought  abroad 
No  new  ships  would  be  bought. 

Both  the  Clay  and  Gibbons  bill 
would  end  up  destroying  jobs  in  th 
U.S.  Though  it  may  be  obvious,  law 


A  U.S. -built  cruise 
ship  costs  up  to  50% 
more  than  a  foreign - 
built  one.  U.S.  shipyards 
haven't  riveted  a  new 
cruise  ship  hull 
since  1952. 


makers  forget  that  ships  are  mobil 
assets.  More  protectionism  woul 
drive  the  industry  completely  abroac 
The  ships  that  now  carry  almost  1. 
million  passengers  from  Miami  to  th 
Bahamas  and  the  Caribbean,  for  ex 
ample,  could  as  easily  depart  fror 
Nassau  in  the  Bahamas,  or  Jamaica. 

As  it  is,  several  of  the  major  cruis 
lines — including  Carnival  and  Roy; 
Caribbean — are  American-own^ 
and  have  their  shares  listed  in  th 
U.S.,  though  of  necessity  they  sa 
under  foreign  flags. 

The  case  is  clear:  Congress  shoul 
delete  the  PSA  from  the  books,  for  th 
sake  of  Americans  looking  for  work 
Instead,  the  PSA  stays  on  the  book 
and  punishes  ports  all  along  the  U.5 
coastline:  Seattle,  Los  Angeles,  Sa 
Francisco,  New  Orleans,  New  Yori 
Baltimore,  and  the  rest  are  left  to  wav 
from  the  docks  as  American  cruis 
passengers  help  create  jobs  across  th 
border.  ■ 


Todd  G.  Buchholz  is  president  of  the  G 
Group,  an  international  econotnit 
consulting  firm.  He  served  as  associai 
director  for  economic  policy  in  th 
White  House  under  President  Bus 
and  is  the  author  of  New  Ideas  fror 
Dead  Economists  (Penguin). 
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Van  Kampen  Merritt 


WHAT  DO  WE  NEED  TO  GET  MORE 
THAN  JUST  TAX-FREE  INCOME? 


tonffa/np 
Merritt 

Insured 
Municipals 
Income  Trust 


DIRECTION. 


Today,  you  hear  a  lot 
about  higher  taxes  and 
the  advantages  of  tax  free 
income.  The  Van  Kampen  Merritt  Insured  Municipals 
Income  Trust®  is  designed  to  offer  even  more:  monthly 
income  exempt  from  federal,  and  depending  on  where 
you  live,  state  and  local  income  taxes;  plus  insurance 
for  prompt  payment  of  principal  and  interest. 


Discover  real,  after-tax  earning  power  and 
the  benefits  of  insurance.  Ask  your  investment 
representative  for  an  investor's  brochure  and  a 
prospectus  containing  more  information,  including 
charges  and  expenses;  please  read  them  carefully 
before  you  invest  or  send  money. 

Or,  call  direct:  1  -800-DIAL  VKM  ext.  1209 
(1-800-342-5856)  7  days  a  week,  24  hours  a  day. 


Van  Kampen  Merritt 

Investing  With  A  Sense  of  Direction® 


Ask  your  investment  representative  about  special  state  trusts  offering  income  that's  double  or  triple  tax-free. 

The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus;  no  representation  is  made  as  to  the  insurer's  ability  to  meet  its 
commitments,  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does  not  remove  market  risk. 
The  principal  value  and  investment  return  of  Trust  units  will  vary  with  market  conditions,  therefore,  the  redemption  value  of  Trust  units  may  be 
more  or  less  than  the  original  value.  Units  may  or  may  not  be  available.  ®  Denotes  a  registered  trademark  of  Van  Kampen  Merritt  Inc. 


Joe  Segel  has  founded  18  companies.  Never  heard  of 
him?  You've  certainly  heard  of  QVC  and  Franklin  Mint. 

King  of  the 
startups 


By  Seth  Lubove 

Barry  Diller  is  a  legend  in  his  own 
time,  admiringly  profiled  at  ten-page 
length  in  the  New  Yorker,  a  man 
whose  name  can  move  stocks.  As  chief 
executive  officer  and  2.7%  owner  of 
QVC  Network,  Inc.,  Diller  is  smack  in 
the  middle  of  the  battle  for  control  of 
Paramount  Communications.  You 
can  scarcely  pick  up  the  papers  these 
days  without  seeing  Diller's  face. 

Happily  sitting  on  the  sidelines 
amidst  the  sound  and  fury  is  Joseph 
Segel,  the  impish  marketing  phenom- 
enon who  founded  Diller's  television- 
shopping  company.  He  is,  quite  liter- 
ally, the  forgotten  man  of  QVC. 

The  quintessential  entrepreneur, 
Segel,  still  only  62,  has  started  more 
companies  than  most  people  have  ever 
worked  for.  Prior  to  starting  his  first 
huge  success,  Franklin  Mint  Corp.,  in 
1964,  Segel  had  started  nine  compa- 
nies, including  one  that  made  pocket 
appointment  books  and  another  that 
made  desk  signs.  In  1973  he  retired 
from  Franklin  Mint,  which  was  later 
sold  to  Warner  Communications. 
Eight  more  startups  ensued,  including 
a  charter  jet  service  and  a  software 
testing  outfit.  In  1986  came  QVC — for 
Quality,  Value,  Convenience. 

Segel  sold  most  of  his  stake  last  year 
for  $18  million,  two-thirds  of  it  to 
Diller  and  the  rest  on  the  open  mar- 
ket. When  Forbes  interviews  him  on  a 
warm  September  day,  however,  QVC  is 
far  from  SegePs  mind.  He  is  contem- 
plating a  late  afternoon  lunch  of  tur- 
key on  rye  and  chicken  noodle  soup. 
Dressed  casually  in  blue  slacks  and 
open-collar  shirt,  Segel  is  not  concen- 
trating on  the  raging  Hollywood-to- 
Wall  Street  battle  in  which  qvc  is 
involved. 

Yes,  he's  still  qvc's  chairman  emer- 


itus and  a  director,  but  Segel  has  little 
to  do  with  day-to-day  management 
any  longer.  He  still  draws  an  annual 
consultant's  salary  of  $240,000,  owns 
100,000  shares  and  has  options  on 
another  100,000  shares  of  qvc  stock 
at  a  strike  price  of  about  $30  a  share. 
At  current  market  prices  those  op- 
tions are  worth  $2.7  million,  but 
that's  small  potatoes  for  Segel,  who  is 
worth  almost  $50  million. 

Segel's  entrepreneurial  career  be- 
gan in  1947,  while  he  was  attending 
the  University  of  Pennsylvania's 
Wharton  School.  He  came  up  with 
the  idea  of  sending  promotional  post- 
cards with  messages  printed  in  invisi- 
ble ink.  To  read  the  message,  the 
recipient  dipped  the  card  in  water. 
Like  many  of  Segel's  inspirations,  it 
was  a  product  no  one  needed,  but 
Segel  somehow  convinced  people  to 
buy.  But  he  had  problems  finding 
anyone  to  make  his  promotional  gim- 
micks, so  in  1951  he  put  together  a 
directory  of  such  manufacturers. 

The  directory  became  more  popu- 
lar than  the  postcards,  so  he  built  a 
company  to  publish  and  distribute  the 
directories.  Segel  sold  the  business  in 
1961,  but  the  director)'  is  still  pub- 
lished. "I  usually  start  things  not 
knowing  what  I'm  doing,"  he  says. 
"Then  one  thing  leads  to  another." 

Segel  followed  with  a  few  more 
curious  businesses.  One  published  lit- 
tle books  with  silly  sayings  like:  "In 
case  of  nuclear  attack,  run  like  hell." 

Then  he  saw  a  1964  Time  magazine 
photo  of  people  lined  up  to  buy  the 
last  silver  coins  made  by  the  U.S. 
Mint.  Although  he  knew  nothing 
about  the  coin  business,  he  figured 
there'd  be  a  demand  for  limited  runs 
of  silver  medals.  A  manufacturer  of 


Joseph  Segel, 
founder  and 
chairman  emeritus 
of  QVC  Network,  Inc. 
"I  hope  I  can 
resist  starting 
any  more 
significant 
companies," 
Segel  says  now. 
He  said  the  same 
thing  when  he 
retired  from  the 
Franklin  Mint. 
A  dozen  years 
later,  he  started 
QVC. 
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promotional  medals  agreed  to  mint  a 
commemorative  coin  in  honor  of 
General  Douglas  MacArthur,  who'd 
died  that  year. 

The  coin,  advertised  in  coin  collec- 
tors' magazines,  was  an  instant  hit. 
His  $10,000  investment  in  produc- 
tion and  marketing  produced  profits 
of  $10,000  a  month.  Other  com- 
memoratives  followed,  most  featur- 
ing such  Americana  as  the  "In  God 
We  Trust"  slogan,  the  American  Indi- 
an and  the  "Star-Spangled  Banner." 
He  started  the  precursor  to  the  Frank- 
lin Mint  to  make  the  coins,  and  hired 
the  U.S.  Mint's  retiring  chief  engrav- 
er to  design  them. 

Segel's  early  coins  weren't  up  to  his 
standards  for  a  proof-quality  collec- 
tor's item.  He  was  attempting  to 
make  larger  coins  than  government 
mints  had  ever  made.  The  larger  the 
coin,  the  greater  the  pressure  on  the 
die,  requiring  ever-stronger  dies.  But 
tougher  dies  decrease  the  surface 
quality  of  the  coins.  Segel  solved  the 
problem  by  using  different  alloys  in 
the  die.  "The  irony  is  that  although 
the  Franklin  Mint  was  looked  down 
upon,  other  mints  around  the  world 
began  sending  their  experts  to  see 
how  we'd  done  this,"  Segel  recalls. 

The  mint  was  soon  making  com- 
memorative coins  for  foreign  coun- 
tries or  in  honor  of  odd  events  such  as 
the  25  th  anniversary  of  the  White 
Sands  Missile  Range  and  the  100th 
anniversary  of  McDuffie  County,  Ga. 
When  he  retired  in  1973,  sales  had 
grown  to  almost  $113  million,  and 
earnings  to  over  $9  million.  Now 
privately  owned  by  Stewart  and  Lyn- 
da Resnick,  Franklin  Mint  sells  over 
$550  million  of  everything  from 
model  cars  to  replica  Faberge  eggs. 

Segel  built  a  charter  airline  and 
started  a  sort  of  Consumer  Reports  to 
test  software  (it's  now  owned  by 
McGraw-Hill).  He  also  oversaw  some 
disappointments.  There  was  a  compa- 
ny, started  in  1980,  to  computerize 
and  compare  shipping  rates,  but  the 
corporate  traffic  managers  who  were 
supposed  to  buy  the  service  were 
afraid  it  would  put  them  out  of  a  job. 
After  learning  that  color  photographs 
fade  after  a  few  years,  Segel  came  up 
with  a  way  to  preserve  the  prints.  But 
again,  the  professional  photographers 
who  were  supposed  to  buy  the  service 
didn't  want  to  tell  customers  that  they 
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Queen  of  the  Skies 


On  October  12, 
1993,  we  delivered 
the  1000th  747-a 
747-400,  to  Singapore 
Airlines.  Over  the 
years,  airlines  from 
about  50  nations  have 
flown  1.5  billion 
passengers  on  our 
747s,  a  number 
equal  to  one-fourth 
of  the  estimated  total 
population  of  the 
world.  We  build  the 
747.  But  it  belongs 
to  the  world. 


ON  THE  BEACH 

NAPLES,  FLORIDA 
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A  timeless  classie  designed  by  acclaimed 
architect  Frank  Williams,  rising  22 
stories  with  through  views  of  the  Gulf 
of  Mexico  &  Venetian  Bay  from  most 
units.  Luxury  3  &  4  bedroom  Tower 
Residences,  Beach  Homes  and  Villas. 
Pristine  Beach  -  24-hour  Security  -  Tennis 
Health  Club  -  optional  Poolside  Cabanas. 

THE  BRITTANY 

On  The  Beach  Park  Shore  Naples 

Preconstruction  priced 
from  $595,000*  -  $2,500,000* 

Call  or  write:  THE  BRITTANY 
4021  Gulf  Shore  Blvd  N ,  Naples,  FL  3.1940 

1-800-526-1600  or  813-434-2500 

Beachfront  Properties,  Inc.  REALTOR 

"Prices  and  iviillbility  lutyect  to  change  without  notice.  Void  where  prohibited 


Gabelli 

Small 

Cap 

Growth 

Fund 


The  Gabelli  Small  Cap  Growth  Fund  is 

a  diversified  mutual  fund  seeking  a  high 
level  of  capital  appreciation  by  investing 
primarily  in  equity  securities  of  smaller 
growth  companies. 


Average  Annual  Returns  Through  9/30/93(a) 


One  Year  +24.8% 
Life  of  Fund*  +29.2% 

'From  inception  October  22, 1991 


For  a  prospectus,  please  call- 

1-800-GABELLI 

1-800-422-3554 

Gabelli  &  Company,  Inc. 

One  Corporate  Center  •  Rye,  NY  10580-1435 

(a)  The  average  annual  returns  shown  above  are  historical  and 
reflect  changes  in  share  price,  reinvested  dividends  are  net  of 
expenses  and  includes  the  effect  of  the  fund's  maximum  4.5% 
sales  charge.  Investment  results  and  the  principal  value  of  an 
investment  will  vary.  The  past  performance  as  noted  above  does 
not  guarantee  future  results.  When  shares  are  redeemed  they 
may  be  worth  more  or  less  than  their  original  cost.  The 
prospectus  contains  more  complete  information,  including  fees 
and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


Designer  Diane 
Von  Furstenberg 
peddling  her  wares 
on  QVC 

Joe  Segel  built 
the  company;  she 
found  his 
replacement. 


were  buying  prints  that  would  fade. 

The  failures  reinforced  a  hard  les- 
son: "You  have  to  be  very  careful  not 
to  be  carried  away  by  your  own  wants 
and  desires,"  Segel  says,  ruefully. 
"You  have  to  try  to  figure  out  what 
the  public  wants."  Not  many  people 
are  better  at  that  than  he  is. 

Segel's  biggest  success  was  QVC.  In 
1986  he  wanted  to  create  a  group  of 
direct-response  marketing  companies 
to  be  run  by  Franklin  Mint  alumni. 
When  the  Home  Shopping  Network 
exploded  on  Wall  Street,  Segel 
dropped  the  group  idea  and  decided 
to  concentrate  on  TV  shopping. 

Segel  knew  little  about  television. 
But  he  knew  enough  to  hook  up  with 
Ralph  Roberts,  like  Segel  a  Philadel- 
phia entrepreneur,  who  had  chan- 
neled his  energies  into  Comcast 
Corp.,  the  big  cable  outfit  (Forbes, 
Apr.  12).  Roberts  helped  Segel  line  up 
cable  companies  to  carry  QVC's  pro- 
gramming, and  put  QVC  on  Comcast 
systems.  He  also  introduced  him  to 
cable  heavies  such  as  Tele-Communi- 
cations, Inc.'s  John  Malone  and  Time 
Warner  Inc.,  which  became  investors 
in  the  fledgling  company.  Three  years 
after  starting,  QVC  swallowed  TCl's 
own  shopping  channel,  CVN.  Sales 
this  year  will  be  over  SI  billion. 

Segel,  though,  was  already  thinking 
of  moving  on.  "I  get  bored  after  a 
while  with  the  same  kind  of  business.  I 
like  to  build  up  a  management  team 
and  phase  myself  out." 

When  he  read  that  Barry  Oilier  had 
left  Fox  and  was  looking  for  some- 
thing to  buy  into,  Segel  suggested 
QVC  to  an  investment  banker.  But  it 
didn't  get  any  further  until  Diller's 


close  friend,  the  designer  Diane  Voi 
Furstenberg,  brought  Oilier  to  thd 
QVC  studios  outside  Philadelphia. 

Now  that  Segel  is  only  peripheralN 
involved  with  the  video- shopping 
business,  we  were  interested  in  asking 
him  whether  he  shared  the  grandiosd 
visions  about  his  company's  future 
Segel  is  circumspect,  but  he  doesn' 
agree  completely  with  Diller's  visio; 
of  an  interactive  shopper's  paradise  a 
the  touch  of  a  remote  button. 

"Where  I  think  many  pundits  an 
going  wrong  is  assuming  it  will  bd 
practical  to  punch  a  button  and  get  aij 
order,"  Segel  says.  If  it's  too  easw 
there  will  problems  of  fraud.  Make  i| 
too  hard  with  a  lot  of  prompts  and 
commands,  and  consumers  will  throw 
up  their  hands  in  frustration,  he  says 

He's  not  knocking  the  concept] 
understand.  But  he's  not  carried 
away,  either.  But  then,  starting  things 
always  interested  him  more  than 
building  corporate  edifices.  As  hi 
drives  a  visitor  back  to  Philadelphia'* 
30th  Street  train  station,  Segel  be 
comes  quietly  contemplative.  "I  hope 
I  can  resist  starting  any  more  signifii 
cant  companies,"  he  says,  recalling 
that  he  made  an  identical  vow  whel 
he  retired  from  the  Franklin  Mint  in 
1973.  "I  thought  I  would  like  to  d<\ 
other  things  then,  like  work  with  the 
U.N.,  learn  French  and  write." 

In  1970  he  bought  a  hotel,  Lc 
Mirador,  on  Lake  Geneva  in  Switzer- 
land, and  built  it  into  a  conference 
center.  He  sold  it  a  few  years  ago,  bu| 
now  he  is  buying  it  back.  Doesn't 
sound  like  a  big  business,  but  the! 
neither  did  Franklin  Mint  nor  QVl 
when  he  started  them.  ■ 
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\s  rare  today  as  a  communications  manager  who  doesn't  use  Source. 

The  fact  is,  it's  easy  to  get  left  behind  in  today's  fast-paced  world  of  communications.  That's  why  Source  has  become  the  overwhelming 
bice  of  communications  managers  from  coast  to  coast.  With  the  largest,  most  extensive  inventory  of  communications  equipment  in  the 
dustry,  Source  has  what  you  need.  When  you  need  it.  Source's  proprietary  bar  coding  system  allows  you  to  access  and  track  all  Source 
juipment.  That  means  service  within  hours  instead  of  weeks.  So  if  you're  one  of  the  few  communications  managers  out  there  still  not  using 
xirce,  it's  time  to  get  with  it.  Call  Source  right  now.  1-800-624-6348. 

SOURCE 


THE  LARGER  CONTEXT 


Dr.  Clinton  prescribes  European  medicine  for  our  health 
care  system.  But  the  wisest  Europeans  know  that 
the  European  medicine  doesn't  work  well. 

"It  hurts 
too  much" 


BY  MICHAEL  NOUAK 


Michael  Novak  holds  the 
George  Frederick  Jewett  chair  in  religion  and 
public  policy  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


The  current  Administration  in 
Washington  has  a  public  relations 
ploy  that  may  one  day  backfire.  Just 
two  months  ago  Vice  President  Al 
Gore  was  telling  us  that  the  Adminis- 
tration is  going  to  "reinvent"  govern- 
ment (which,  he  said,  is  sick)  so  as  to 
reduce  its  size  and  save  money. 

Almost  at  the  same  time,  President 
Clinton  announced  that  as  soon  as 
possible  the  government  will  take 
over  the  entire  U.S.  health  care  sys- 
tem, one-seventh  of  GDP  (and  polls 
showed  more  Americans  satisfied 
with  their  health  care  than  with  their 
government).  So  while  Gore  talks 
smaller  government,  Clinton  vastly 
expands  the  government. 

One  wants  to  cry  out,  with  the 
Bible,  "Physician,  heal  thyself!"  Be- 
fore it  tries  to  "heal"  the  healthiest 
health  care  system  in  the  world,  sick 
government  should  heal  itself. 

"Next  time  you  try  an  experiment 
like  socialism,1''  a  Russian  professor 
friend  of  mine  says,  "don't  try  it  out 
on  humans;  it  hurts  too  much." 


However  he  may  be  disguising  it, 
Clinton  proposes  socializing  medical 
care.  If  he  doesn't  want  to  listen  to  my 
Russian  friend,  he  can  just  take  a  look 
at  Western  Europe.  Western  Europe- 
an social  democracies  are  creaking 
under  the  same  strain  that  brought 
down  Soviet  socialism.  It's  easy  to 
summarize  the  problem  with  social- 
ism: the  arrogance  of  ignorance. 

No  state  in  the  world,  and  no  body 
of  experts,  can  possibly  know  all  the 
details  necessary  to  satisfy  human 
needs  and  desires.  It  is  an  epistemo- 
logical  impossibility.  Moreover,  the 
very  attempt  to  organize,  plan  and 
rationalize  society  through  the  state 

( 1 )  is   uncontrollably  costly  and 

(2)  undercuts  personal  responsibil- 
ity and  personal  incentives.  It  is 
bound  to  fail. 

In  Western  Europe  the  voters  have 
begun  to  catch  on.  The  Socialist  Party 
of  France  recently  suffered  the  worst 
defeat  of  any  party  in  that  nation's 
modern  history.  The  social  democrats 
of  Sweden,  Germany  and  Italy  are 
moving  as  quickly  as  possible  away 
from  the  massive  welfare  state,  built  on 
mildly  socialist  (that  is,  statist)  lines. 
The  word  in  Europe  is:  Move  away 
from  dependency  on  the  state;  reawak- 
en personal  responsibility;  rebuild  the 
vital,  private  energies  of  civil  society. 

Alas,  the  decline  of  socialism  in 
Europe  does  not  mean  the  dimming 
of  its  flame  in  all  American  hearts.  The 
new  American  socialists  intend  to 
prey  upon  insecurities  of  every  sort: 
health,  pensions  and  adequate  train- 
ing. If  it's  broken,  they  say,  trust  us. 
But  trust  in  government  plunges. 

In  America  today,  Bill  Clinton's 
lusts  for  governmental  aggrandize- 
ment prey  upon  on  an  easily  aroused 


social  emotion:  insecurity.  He  prod 
ises  people  he  will  give  them  medic; 
insurance  to  go  with  them  from  job  t| 
job  and  even  when  they  have  no  job 
through  their  lifetimes.  People  war 
that.  They  want  it  so  badly  they  f<  >rgc 
what  experience  should  have  taugli 
them:  that  politicians  ovcrpromis 
and  underachieve.  Bill  Clinton  cor] 
tents  himself  with  the  promise;  as  fq 
paying  for  it,  he  nods  toward  Con 
gress  and  says:  Let  George  do  it. 

Cagily,  the  White  House  "Wq 
Room"  (this  is  how  the  Clintonite 
describe  the  art  of  public  argument 
downplays  the  governmental  con 
trols,  global  budgeting  and  massiv 
regulation  that  Clinton  is  imposing 
They  pretend  that  they  are  in  favor  0 
"competition" — managed  competi 
tion.  It's  the  Clinton  pattern:  Say  om 
thing,  do  another. 

It  is  almost  impossible  to  imagim 
Thomas  Jefferson  turning  totally  awa 
from  personal  ownership  and  persona 
responsibility  and  toward  the  monu 
mental  governmental  power 
grab  that  Clinton  has  proposed.  Ben 
jamin  Franklin  would  have  mocked  it 
James  Madison  would  have  abjured  i} 
It  is  foreign  to  our  founding  princj 
pies.  It  exalts  big  government  at  thi 
expense  of  personal  property,  libera 
and  responsibility. 

This  is  not  to  say  that  there  aren1 
faults  in  the  present  system.  There  are 
The  government  can  help  the  indi 
gent  with  vouchers  that  make  ow  ner 
ship  of  health  insurance  possible  fa 
them,  too.  Beyond  that,  it  should  pu 
more,  not  less,  responsibility  oi 
the  individual  citizen.  For  example 
health  insurance  should  not  bj 
bought  or  owned  by  employers  fa 
employees  but  directly  by  individuals 
and  the  tax  exemption  for  health  ini 
surance  should  go  to  individuals  no) 
companies.  In  this  way,  the  revolul 
tion  would  be  in  the  original  Ameri) 
can  tradition. 

Instead  of  being  true  to  the  Ameril 
can  tradition,  Dr.  Clinton  prescribe 
European-style  statism  at  the  ver 
time  when  Europeans  are  turninj 
away  from  it. 

It  is  a  mark  of  too  much  clevernesl 
and  too  little  w  isdom  that  Clinton" 
Europhiles  are  rushing  pell-mell  into 
the  European  disease  just  as  th\ 
w  isest  Europeans  are  rushing  to  gel 
out  of  it.  ■ 
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"It's  my  job  to  buy  copiers. 
I  have  to  make  the  right  decision'.' 


When  buying  high-volume 
copiers  for  your  company, 
you  have  to  make  the  right  decision 
the  first  time. 

That's  why  we're  proud  to 
offer  The  Corporate  Line  of  highly 
productive  high-volume  copying 
systems— copiers  uniquely  created 
for  the  demands  of  companies 
like  yours. 

The  Corporate  Line,  featuring  the  NP  6060,  NP  9800 
and  the  new  NP  9850  copier-duplicator,  offers  a  full  range 


THE  CORPORATE  LINE 


of  advanced  high-volume  copying 
systems  designed  to  maximize  pro- 
ductivity and  uptime.  The  Corpo- 
rate Line  also  features  sophisticated 
document  handling  and  finishing 
capabilities  for  complete  stapled  sets 
at  the  touch  of  a  button. 

The  Corporate  Line  from 
Canon.  For  eleven  years,  America's 
#1  copier  company.  And  now  the 
new  power  in  high-volume  copying.  To  find  out  why  we're 
the  right  decision  for  you,  call  1-800-OK-CANON. 


Official  Copier  of 
WforWCupUSA94,M 
and  U.S.  National  Team 


Canon 


Feuding  between  Peter  Wallenberg  and  Pehr 
Gyllenhammar  nearly  destroyed  Sweden's  biggest 
commercial  bank,  but  a  new  conservative  government 
has  saved  the  day. 


Dance  of 
the  titans 


By  Paul  Klebnikov 

Like  medieval  barons,  Pehr  Gyllen- 
hammar and  Peter  Wallenberg  have 
divided  much  of  Sweden's  economy 
between  them.  Headquartered  in 
Stockholm,  Wallenberg  controls  a 
number  of  industrial  giants,  including 


Electrolux  (home  appliances),  Saab- 
Scania  (aircraft,  trucks  and  cars) 
and — arguably — Asea  Brown  Boveri 
(electrical  equipment).  Operating 
from  Gothenburg,  Gyllenhammar 
presides  over  Volvo  and  food  and 


Peter  Wallenberg 
(left)  and  Pehr 
Gyllenhammar 
When  Wallen- 
berg took  over 
his  family's  busi- 
ness empire,  many 
thought  he 
would  succumb  to 
the  power  of  the 
Volvo  boss.  But 
after  11  years, 
he  is  finally  in  full 
control  of  his 
companies, 
including  the 
family  bank. 


drug  group  Procordia. 

Together,  the  empires  the  two  me 
control  account  for  nearly  tvvo-thirc 
of  the  value  of  Sweden's  stock  marke 
But  so  intense  has  been  the  rivali 
between  Wallenberg,  67,  and  Gyllerl 
hammar,  58,  that  they  nearly  cuj 
stroyed  Sweden's  largest  commerdj 
hank,  $60  billion  (assets)  Skandin.3 
viska  Enskilda  Banken. 

The  problem  was  this:  Legenda 
Marcus  Wallenberg,  who  vastly  e 
panded  the  family's  empire  starting  ii 
the  1930s,  wasn't  sure  his  son  Pen 
was  up  to  the  job  of  succeeding  him 
"The  old  man  always  thought  tha 
Peter  did  not  work  hard  enough, 
recalls  one  of  Peter's  old  friends.  S| 
the  patriarch  began  to  cultivate  a 
outsider,  Pehr  Gyllenhammar,  to  ru 
the  Wallenberg  holdings.  Ambition 
and  hard-driving,  Gyllenhammar  haj 
made  his  career  in  the  1960s  as  hea 
of  Sweden's  largest  insurance  comps 
ny.  He  married  the  daughter  of  Gur 
nar  Engellau,  the  boss  ofVolvo,  too 
over  Volvo  when  his  father-in-la 
retired  and  greatly  expanded  the  caj 
maker  and  its  industrial  holdings. 

Marcus  Wallenberg  encourage 
Gyllenhammar  to  buy  stakes  in  Wa 
lenberg  companies,  and  sponsore 
him  for  a  seat  on  the  board  of  Waller 
berg's  bank,  S-E  Banken.  The  Swedis 
business  world  concluded  that  Wa 
lenberg  was  bypassing  son  Peter  an 
grooming  Gyllenhammar  to  take  cm 
the  Wallenberg  companies. 

But  when  Marcus  Wallenberg  die 
in  1982,  Peter  Wallenberg  let  it  h 
known  that  he,  not  Gyllenhamma 
would  run  the  family's  empire.  Th 
chief  executives  of  the  Wallenber 
companies  sided  with  him.  Remerr 
bers  Bo  Berggren,  president  of  Ston 
a  forest  products  company:  tcW 
wanted  to  have  a  clear  and  well- jj 
fined  sense  of  ownership,  and  vv 
made  it  known  to  the  Swedish  bus 
ness  community  that  we  supporte 
[  Peter  Wallenberg's]  leadership." 

For  years  the  focus  of  the  struggl 
between  Wallenberg  and  Gyllenharr 
mar  was  S-E  Banken.  When  Waller 
berg  tried  to  follow  in  his  father 
footsteps  as  chairman  of  the  ban! 
Gyllenhammar  blocked  him.  At  til 
bank's  board  meetings  the  two  md 
almost  automatically  took  opposj 
positions  on  all  issues. 

The  mid-1980s  brought  dereguk 
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What  you  really  want  is  the  goose. 


Once  upon  a  time, you  could  seta 
ell  defined  goal,  direct  the  organi- 
ation  towards  it  and  if  all  went  well, 
op!,  out  came  the  desired  result. 

But  in  this  unpredictable  era,  what 
you  need  to  adjust  the  goal?  What 
you  need  two  eggs?  Or  a  dozen? 

*93  Andersen  Consulting.  All  rights  reserved 


Instead  of  a  single  finite  outcome, 
we  offer  an  approach  that  will  keep 
producing.  An  enterprise  in  which 
all  the  parts  function  cooperatively. 

So  you  can  shift  adeptly  from  one 
goal  to  the  next.  One  achievement 
to  the  next.  One  improvement  to  the 


next.  And  that's  not  just  another 
theory.  That's  our  golden  rule. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Don  'tyou  wish 

we  could  just  do  this  to  acid  rain. 


In  a  way  we  can— if 
more  industrial  and  power  plants 
switch  to  natural  gas. 

Natural  gas  is  playing  a  key 
role  in  industry's  compliance 
with  the  Clean  Air  Act 
Amendments  and  our  govern- 
ment's plans  for  a  cleaner  future. 
It  should  play  a  key  role  in  your 
company's  future,  too. 

Natural  gas  power  plants 
can  produce  99%  less  sulfur 
dioxide  and  90%  less  nitrogen 
oxide  than  oil  or  coal-fired 
plants. 

And  paired  with  the 
advances  in  equipment  tech- 
nology, in  most  cases,  natural 
gas  is  the  most  efficient,  cost- 
effective  energy  around. 

Plus,  there's  a  secure  and 
steady  supply  of  gas;  over  99% 
of  the  gas  we  use  comes  from 
North  America,  and  more 
than  a  million  miles  of  pipeline 
coast  to  coast  delivers  it  easily. 

If  more  industrial  and 
power  plants  switch  to  natural 
gas,  we'll  help  wipe  away  acid 
rain,  instead  of  wiping  away 
our  environment. 


Clean,  economical  natural  gas.  Think  what  we  'U  save. 


Sweden 


tion  to  Sweden's  financial  sector.  It 
was  a  time  for  caution.  But  with  Wal- 
lenberg and  Gyllenhammar  feuding, 
S  E  Banken  became  a  ship  without  a 
captain.  Total  lending  tripled  in  six 
years.  "Credit  decisions  were  often 
made  not  by  people  working  inside 
the  bank,  but  by  people  from  the 
outside — working  in  the  regional  and 
local  boards,"  admits  Lars  Gustafs- 
son,  head  of  the  bank's  retail  division. 

Finally,  in  1992,  with  real  estate 
prices  collapsed  and  Sweden  in  its 
worst  recession  in  six  decades,  the 
roof  over  S  E  Banken  fell  in.  Last 
December  the  bank  reported  credit 
losses  and  nonperforming  loans 
equivalent  to  11%  of  outstanding 
loans.  Its  capital  depleted,  in  February ^/ 
the  bank  begged  the  Swedish  govern |F 
ment  for  a  bailout. 

Recently,  how  ever,  the  clouds  over 
S-E  Banken  have  been  lifting,  as  they 
have  been  lifting  over  the  entire 
Swedish  economy.  The  budget  defi- 
cit— a  legacy  of  Swedish  socialism — 
remains  a  crushing  burden.  But  the 
conservative  coalition  led  by  Prime 
Minister  Carl  Bildt  is  busy  disman- 
tling the  welfare  state  (Forbes,  May 
24,  1993),  cutting  expenditures  and 
taxes  and  privatizing  state-owned  in- 
dustries. Inflation  is  down  to  5%  and 
interest  rates  are  low.  Foreign  invest- 
ment is  pouring  in,  and  the  Swedish 
stock  market  has  risen  19%  in  dollar 
terms  so  far  this  year. 

In  June  S-E  Banken  announced  that 
it  didn't  need  a  government  bailout 
after  all,  and  was  issuing  $650  million 
in  new  equity  instead. 

The  old  feud  between  Wallenberg 
and  Gyllenhammar  seems  to  have 
abated.  Gyllenhammar,  for  the  first 
time  in  many  years,  failed  to  show  up 
for  S-E  Banken's  annual  meeting.  He 
is  now  concentrating  on  the  high- 
stakes  merger  between  Volvo  and 
France's  Renault  S.A.  The  Wallen- 
berg family,  meanwhile,  is  strength- 
ening its  hand  at  the  bank.  Its  new 
managing  director,  Bjorn  Svedberg, 
is  a  veteran  Wallenberg  executive  and 
is  busy  eliminating  the  regional 
boards  and  streamlining  manage- 
ment. And  a  new  Wallenberg — 37- 
year-old  Jacob,  Peter's  son — is  play- 
ing an  increasingly  prominent  role  in 
top  management.  Old  Marcus  Wal- 
lenberg produced  better  heirs  than 
perhaps  he  thought.  Hi 


In  the  pizza  wars,  Domino's  stagnates  as  Little  Caesars 
surges.  Credit  Michael  Hitch's  carryout  concept. 


A  tale  of  two 


strategies 


By  Marcia  Berss 


The  race  for  second  place  among  the 
country's  pizza  chains  is  getting  close. 
Thomas  Monaghan's  more  estab- 
lished Domino's  Pizza,  Inc.,  with 
$2.2  billion  in  systemwidc  sales,  this 
year  will  relinquish  its  long-held  num- 
ber two  spot,  according  to  pizza  men. 
Michael  Hitch's  $2.3  billion  (system 
sales)  Little  Caesar  Enterprises,  Inc. 
will  grab  the  position. 

In  the  last  four  years  the  number  of 
Little  Caesars  outlets  has  doubled,  to 
4,300;  Domino's  unit  count  is  flat  at 
about  5,200.  And  Little  Caesars  reve- 
nues have  more  than  doubled  since 
1988.  Domino's  sales  have  stagnated. 
First  place  b>elongs  to  PepsiCo's  $4.3 
billion  (U.S.  sales)  Pizza  Hut,  which 
PepsiCo  bought  in  1977  from  pizza 
pioneer  Frank  Carney;  see  box,  p.  200. 

In  a  mature  market — pizza  is  grow- 
ing just  2.4%  a  year — how  does  Hitch 
keep  expanding  while  Monaghan  has 
to  run  fast  just  to  stay  in  place?  The 
answer  is  in  their  respective  strategies. 
When  he  started  Domino's  in  1960, 
Monaghan,  now  56,  decided  to  spe- 
cialize in  speed  and  service.  He  guar- 
anteed delivery  of  a  pizza  to  the  custo- 
mer's door  in  30  minutes,  shunned 


carryout  and  axed  eat-in.  This  helped 
him  operate  from  no-frills  outlets. 

Monaghan  also  recognized  small 
pizzas  take  as  long  to  make  and  deliver 
as  bigger-profit  large  pizzas.  So  he 
standardized  his  line  to  two  sizes  and 
ten  toppings.  He  resisted  calls  by 
franchisees  for  menu  expansion. 

Marketing  was  an  afterthought  for 
Monaghan.  You  can't  blame  him. 
Business  was  exploding:  Systemwide 
sales  rose  from  $302  million  in  1982 
to  $1.1  billion  in  1985,  then  doubled 
again  by  1988.  His  problem  was  satis- 
fying demand,  not  creating  new 
customers. 

Michael  Hitch,  64,  who  like  Mona- 
ghan grew  up  in  humble  surround- 
ings in  Detroit,  started  Little  Caesars! 
in  1959,  one  year  before  Monaghan 
started  Domino's.  But  while  Mona- 
ghan specialized  in  home  deliver)', 
Hitch  focused  on  carryout,  and  selling 
his  pies  as  cheaply  as  possible.  Carry- 
out  is  more  competitive  because  the 
little  mom-and-pop  pizza  restaurants 
that  still  account  for  half  the  market 
can  readily  offer  it.  But  carryout  is  also 
about  4%  cheaper  than  home  deliver}', 
with  its  onerous  capital,  insurance  and, 
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Who  else  would  you 
expect  to  produce  the  most 
complicated  mechanical 
wristwatch  in  the 
world? 


Pizza 


logistical  burdens.  That  4%  savings 
makes  a  huge  difference  in  a  business 
where  franchisees  are  lucky  to  pocket 
1%  aftertax.  Thus,  in  Chicago,  Hitch 
sells  two  14- inch  cheese  pizzas  for 
$11.99,  whereas  Monaghan  charges 
$10.99  for  one  14-inch  cheese  pie. 

To  get  customers,  Hitch  took  mar- 
keting seriously;  this  ate  up  some  of 
what  he  saved  on  his  carryout  strate- 
gy. Little  Caesars  hired  clever  adver- 
tising types  like  Cliff  Freeman,  creator 
of  Wendy's  successful  "Where's  the 
Beef?"  campaign.  And  Hitch  made 
Little  Caesars  the  low-price  value 
leader  back  in  1976,  when  he  intro- 
duced his  catchy  "Pizza!  Pizza!"  con- 


cept, with  the  irresistible  slogan 
"Two  Creat  Pizzas!  One  Low  Price." 

Another  difference:  Unlike  Domi- 
no's, Little  Caesars  expanded  its 
menu  to  include  items  like  salads. 

By  1988  Little  Caesars  still  had 
systemwide  sales  of  only  $908  mil- 
lion, less  than  half  Domino's  $2.3 
billion.  But  Hitch's  advantages — low 
price,  better  selection,  more  attention 
to  marketing — were  firmly  in  place  as 
pizza  growth  slowed  from  8.6%  annu- 
ally in  the  late  1980s.  Over  the  next 
four  years  Little  Caesars'  sales  dou- 
bled, while  Domino's  sales  hardly 
budged.  Domino's  average  unit  sales 
fell  from  about  $480,000  in  the  late 


1980s  to  about  $450,000  last  year 
That  lags  even  the  $475,000  of  Littl< 
Caesars,  which  historically  has  hac 
lower  unit  sales  due  to  its  lower 
priced  product.  In  1989  Monagharj 
put  Domino's  up  for  sale,  but  rei 
turned  to  active  management  in  199. 
after  failing  to  get  an  offer  he  liked 
Last  year  he  talked  about  taking  pri 
vately  held  Domino's  public,  but  witl 
his  weak  results,  that  isn't  likely. 

Monaghan  is  fortunate  in  one  rei 
spect.  Fast-food  giants  McDonald' 
and  Burger  King  have  been  unable  tc 
crack  the  pizza  market.  Not  that  the; 
haven't  tried.  McDonald's  has  tes) 
marketed  McPizza  for  years,  but  to 
day  sells  it  in  only  500  of  its  9,00» 
outlets.  Burger  King  has  given  up  oi 
pizza  entirely.  It  found  pizza  too  slo\ 
to  qualify  as  a  fast  food.  Burger  Kin; 
wants  customers  served  3  minute 
after  entering  a  restaurant,  and  say 
the  typical  customer  eats  and  exits  i; 
20  minutes.  But  pizza  takes  aroun 
1 5  minutes  to  produce,  an  eternity  i: 
fast-food  land. 

Unfortunately,  however,  Pizz 
Hut  introduced  home  delivery  in  th 
mid-1980s.  Jeno  Paulucci,  who  starl 
ed  Jeno's  Pizza  Rolls  and  sold  it  t 
Pillsbury  in  1985,  reports  that  Pizz 
Hut  "is  eating  Domino's  lunch." 

Say  this  for  pizza:  It  has  mad 
Monaghan  and  Hitch  wealth; 
Forbes  estimates  Monaghan's  pe: 
sonal  worth  at  $450  million,  eve 
after  factoring  in  Domino's  problem 
Michael  Hitch  is  worth  around  $60 
million;  last  year  he  bought  the  Di 
troit  Tigers  baseball  team  for  $8 
million,  from  Monaghan. 

Slowly,  Domino's  is  responding.  1 
1989  it  introduced  its  first-ever  ne 
product,  pan  pizza.  While  Monagh? 
asserted  he'd  never  expand  the  men 
Domino's  now  sells  salads  and  brea« 
sticks.  Monaghan  shunned  carry-ou 
yet  recently  introduced  the  Domin 
tor,  a  carry-out-only  pizza  too  big  j 
deliver.  Still,  change  comes  slowly. 4 
tried  to  get  Monaghan  to  add  pasta 
his  line,  but  damn,  he  wouldn't  cl 
it,"  says  Jeno  Paulucci,  who  thin 
pasta  presents  huge  opportunities  f 
food  entrepreneurs. 

Paulucci  may  or  may  not  be  rig 
about  pasta,  but  unless  Tom  Monlj 
ghan  continues  to  adjust  his  strateg 
a  big  chunk  of  his  fortune  will  probl 
bly  wither  away.  ■  ! 


The  next 

pizza— 

pasta.5 


In  1958  Frank  Carney,  of 
Wichita,  Kans.,  needed 
money  for  college.  He 
read  a  Saturday  Evening 
Post  story  about  a  new 
food  popular  with  teen- 
agers and  college  kids — 
pizza,  popularized  by  Gls 
returning  from  Italy  after 
World  War  II.  Carney  bor- 
rowed $600  from  his 
mother,  found  someone  to 
teach  him  to  make  pizza, 
and  opened  the  first  Pizza 
Hut.  Over  the  next  19 
years  he  built  Pizza  Hut 
into  a  2,000-outlet  fran- 
chise chain  and,  in  1977, 
sold  it  to  PepsiCo  for 
$320  million.  Carney's 
12%  was  then  worth  $38 
million.  Carney  stayed  on 
to  run  Pizza  Hut  until 
1980.  With  7,600  U.S. 
outlets,  Pizza  Hut  is  now 
the  nation's  biggest  pizza 
chain,  with  over  25%  of  a 
$16.4  billion  market. 

Forbes  asked  Carney 
what  foodstuff  might  form 
the  basis  of  new  fast- food 
fortunes.  Mexican  food  was 
Carney's  first  response. 
"Tacos  are  going  to  be 
everywhere,"  he  said.  But 
tough  competition  already 
exists:  PepsiCo  also  owns 
$3.2  billion  (revenues) 
Taco  Bell,  the  biggest 
Mexican  fast-food  chain 


and  growing  fast. 

Thinking  some  more, 
Carney  came  up  with  an- 
other food  with  big  fast- 
food  potential:  pasta.  Like 
pizza,  pasta  ingredients 
are  cheap,  it's  already  popu- 
lar and  considered 
healthy,  and  there  are  lots 
of  quick,  easy,  different 
ways  of  preparing  it.  The 
concept  isn't  new,  of 
course.  General  Mills  owns 
the  400-outlet  Olive  Gar- 
den, an  Italian  sit-down 
restaurant  chain  with  a 
heavy  focus  on  pasta.  And 
Brinker  International  is 
developing  Romano's 
Macaroni  Grill,  an  up- 
market Italian  chain  that 
now  has  22  restaurants. 

Jeno  Paulucci,  founder 
of  Jeno's  Pizza  Rolls,  is  get- 
ting into  pasta,  too.  Pau- 
lucci's  current  food  venture 
is  Luigino's.  It  recendy 
introduced  a  line  of  frozen 
pasta,  sauce  and  lasagna 
entrees  for  quick  home- 
cooking.  -M.B.  Hi 
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The  Grande  Complication 
by  IWC. 

Long  considered  impossible, 
and  now  a  timepiece  of 
historic  significance. 


$  ]  75 '000  Platinum  with  leather  strap 
Suggested  Retail  Price 


The  very  idea  of  designing  and  constructing 
a  wristwatch-size  "Grande  Complication" 
had  always  seemed  unthinkable.  How  was 
any  manufacturer  to  take  what  was  already 
the  pinnacle  in  mechanical  watchmaking  to 
yet  greater  heights  by  making  it  even  smaller? 
But  when  something  on  the  open-ended  scale 
of  mechanical  achievement  is  considered 
unattainable,  we  at  IWC  are  unable  to  resist 
rising  to  the  challenge.  And  now,  after  almost 
seven  years  of  intensive  development,  we 
have  succeeded  in  creating  a  mechanical 
wristwatch  that  is  not  only  the  most  complex 
ever  made,  but  also  astonishingly  simple  to 
operate. 

IWC's  "Grande  Complication"  contains  659 
different  parts  operating  in  perfect  harmony 
to  drive  nine  hands,  a  perpetual  calendar,  an 
automatic  chronograph  and  a  chiming  minute 
repeater. 

The  one  thing,  however,  which  even  we 
cannot  do  here,  is  describe  the  "Grande 
Complication"  in  the  detail  it  so  richly 
deserves. 

For  that,  you  will  have  to  turn  to  our 
20-minute  video  and  our  lavishly  produced 
240-page  book,  "The  Grande  Complication 
by  IWC"  -  the  most  comprehensive 
instruction  manual  ever  produced  for  a  watch. 


I  would  like  to  know  how  this  unique 
wristwatch  functions  in  minute  detail. 
Please  send  me: 

CH  The  book:  "The  Grande  Complication  by 

IWC"  (by  Manfred  Fritz,  pub.  Edition 

Stemmle)  at  $  195. 
EH  The  video:  "The  Grande  Complication  by 

IWC"  (length:  20  minutes)  at  $  25. 
CH  The  free  brochure:  "The  Grande 

Complication  by  IWC". 

Please  select  appropriate  box(es)  and  return 
to  IWC,  P.O.  Box  1807,  Winchester,  VA  22604. 
To  order  by  telephone,  call  (800)  432-9330. 


Name: 


persona 


Address: 


City/State/Zip: 
Date:  


Signature: 


oellini 


J       E        W       E       L  R 


1  i  t  y 


l  n 


eve 


r  y 


i  e  c  e 


Cellini  at  The  Waldorf  Astoria.  31)1  Park  Ave..  New  York.  NY  10022.  212-751-9824.  Cellini  on  Madison,  509  Madison  Ave.  at  53rd  St..  New  York.  NY  10022,212-888-0505. 

To  order  or  for  further  information,  please  call  800-255-3310. 


If  you're  a  lawyer,  mortician,  taxi  driver  or  other  self- 
employed  business  person  likely  to  evade  taxes,  the  IRS 
is  writing  a  book  on  you. 

The  tax  cheater 
handbook 


By  Janet  Novack 


Are  you  a  self-employed  taxpayer 
who  uses  that  status  to  cut  corners  on 
your  taxes — perhaps  by  writing  off 
your  fine  w  ine  collection  or  polo  po- 
nies as  a  business  expense.5 

If  so,  the  Internal  Revenue  Service 
has  a  new  tactic  to  get  you.  Elsewhere 
in  this  issue  (sec  p.  169)  we  point  out 
that  the  most  efficient  use  of  deduc- 
tions is  often  on  a  Schedule  C,  E  or  F 
for  a  small  business.  This  is  true,  and 
the  irs  knows  it.  So  the  tax  people  are 
starting  to  teach  their  examiners  how 
to  audit  specific  species  of  self-em- 
ployed tax  cheats.  Among  those  at 
risk:  lawyers  who  take  deductions  for 
things  like  family  ski  trips  and  honey- 
moons; bed -and -breakfast  owners 
who  write  off  personal  vacations  as 
"antique  hunting"  trips;  cemetery 
owners  who  depreciate  their  homes. 

Small  businesses  may  be  creating 
many  of  the  new  jobs  in  the  country, 
but  according  to  the  Treasury  they're 
not  making  the  appropriate  sacrifices 
at  taxpaying  time.  At  1.8%,  the  audit 
rate  for  small  businesses  is  less  than 


half  what  it  was  in  1980, 
and  studies  show  that  cor- 
porations with  assets  of  less 
than  $1  million  pay  only 
about  half  the  taxes  they 
actually  owe.  In  the  San 
Diego  area,  over  10%  of 
lawyers  don't  even  bother 
to  file  returns. 

So  as  part  of  a  new  "Mar- 
ket Segment  Specialization 
Program,"  the  [RS  is  edu- 
cating some  of  the  18,500 
examiners  in  its  63  district 
offices  on  how  small -busi- 
ness people  in  different  in- 
dustries minimize  their  tax 
bills.  To  train  the  new  specialists,  the 
IRS  is  publishing  a  series  of  manuals, 
one  for  each  of  the  31  industries 
targeted  so  far.  (More  will  be  added 
later.)  By  the  time  1998  returns  are 
filed,  the  irs  also  plans  to  incorporate 
information  on  different  industries 
into  the  computers  that  help  it  decide 
which  taxpayers  to  audit. 

Scary?  It  sure  is  if  you're  in  one  of 
the  industries  covered.  The  manuals 
already  finished  and  available  to  the 
public  are  on  lawyers,  mortuary  and 
cemetery  owners,  gas  retailers,  bed- 
and-breakfast  owners,  taxicab  drivers, 
truckers  and  air  charterers.  Still  to 
come  are  audit  guides  for  ministers, 
pizzeria  owners,  check  cashers,  peo- 
ple in  the  music  industry  and  more. 

Won't  making  the  manuals  avail- 
able to  the  public  tip  off  cheats  as  to 
where  the  IRS  auditors  will  look  for 
suspicious  deductions  and  unreport 
ed  income?  IRS  Assistant  Commis- 
sioner John  Monaco  says  the  IRS  de- 
cided to  make  the  manuals  public 
because  it  believes  that  much  non- 


compliance stems  from  taxpayer  i^ 
norance  or  confusion.  So  it  wants  t 
"educate"  folks  about  the  recoil 
keeping  and  standards  irs  auditoi 
require. 

There's  another  interpretation.  15 
making  the  manuals  public,  the  IH 
probably  hopes  to  make  its  job  easic 
by  scaring  people  away  from  the] 
favorite  tax-whittling  techniques. 

The  manuals  released  so  far  mak 
fascinating  reading  for  anyone  inte 
ested  in  how  many  small-busine^ 
owners  have  maximized  their  afterfp 
earnings.  Some  highlights: 

Attorneys:  The  manual  tells  aud 
tors  to  check  the  returns  of  self-en 
ployed  lawyers  carefully  for  hobbic 
and  personal  travel  and  entertainmei 
deductions.  It  also  points  out  th; 
criminal  attorneys  sometimes  collec 
their  fees  in  unreported  cash  or  asset 
Lawyers  often  refuse  to  give  auditoi 
information  about  their  fees,  citin 
attorney-client  privilege. 

Bed  &  breakfast  owners:  Beside 
checking  on  whether  "antique  hunt 
ing"  trips  were  really  personal  vac^ 
tions,  this  manual  tells  auditors  to  sd 
if  deductions  have  been  taken  fc 
personal  food.  (The  IRS  says  eve 
leftovers,  if  eaten  by  the  family,  aren 
deductible. )  If  there's  only  one  telev 
sion  in  the  inn,  cable  service  can't  b 
deducted,  since  the  family  watche 
the  TV,  too.  Unreported  income  it 
eludes  cancelation  fees;  tips;  and  "rq 
ferral  fees"  paid  by  local  businesses  fc 
steering  guests  their  way. 

Taxicabs:  Fewer  than  40%  of  th 
drivers  who  pay  a  daily  fee  to  lease 
cab  and  keep  all  receipts  themselvei 
file  returns.  Agents  are  told  how  t 
reconstruct  a  driver's  income  usin 
odometer  readings  or,  if  need  be,  ol 
change  invoices. 

Gas  station  owners:  Independer 
gas  stations  are  the  most  difficult  t 
audit  since  it  is  harder  to  get  accuratj 
information  on  how  much  fu^ 
they've  bought.  Owners  of  seven 
stations  may  even  neglect  to  repon 
results  from  one  or  more  station 
Many  gas  stations  blend  their  gasc 
line,  for  example,  by  diluting  premi 
urn  with  regular,  thereby  cheatin 
consumers  as  well  as  the  taxman. 

Want  more?  For  a  copy  of  a  manua 
write  to:  IRS  FOi  Reading  Room,  P.C 
Box  388,  Ben  Franklin  Station,  Wash 
ington,  D.C.  20044. 
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"I  asked  my  broker  what  he 
had  for  a  guy  who  will  jump  out  of 
planes  but  is  scared  to  death  of 
investing.  He  said,  'an  investment 
with  an  emergency  chute.' 


The  last  thing  many  people  want  to  get  adventurous  with  is  their  hard-earned 
savings.  If  you're  one  of  them,  we  have  the  perfect  investment  for  you:  MBIA-insured 
municipal  bonds.  They're  guaranteed,  so  you're  safe  no  matter  what  happens  to  the  city 
or  state  that  issued  your  bonds.  And  they're  tax-free,  so  your  returns  are  all  yours. 

For  more  information,  call  your  broker  or  send  for  our  free  brochure. 
And  take  a  leap  into  the  great  known-a  guaranteed  income. 


Name. 


Address . 
City  


.  State . 


Zip 


Send  to:  Municipal  Bond  Investors  Assurance  Corporation,  P.O.  Box  65605, 
Salt  Lake  City,  Utah  84165.  Or  call:  1  SOO  633-6262,  ext.  001 

America's  Leading  Bond  Insurer 


Feeding  their  readers'  fantasies  with  sanitized 
images  of  celebrities,  Madrid's  Sanchez  clan  has 
successfully  invaded  Britain  and  is  readying  an  assault 
on  glamour-starved  Americans. 

She's  beautiful, 
she's  caring ..." 


By  Roula  Khalaf 

Says  Maggie  Koumi,  editor  of  the 
weekly  British  celebrity  magazine 
Hello!:  "The  fact  that  we're  nice 
about  people  opens  an  awful  lot  of 
doors." 

Like  a  fawning  portrait  painter  who 
omits  the  warts  and  bumps,  Hello! 
paints  only  sweet,  flattering  accounts 
of  celebs  who  never  sweat  and  are 
always  in  good  taste.  While  British 


tabloids  make  fun  of  its  royals,  pictur- 
ing them  in  all  their  mindlessness, 
Hello!  fawns  over  them.  On  a  recent 
visit  to  Luxembourg,  Princess  Diana, 
according  to  the  magazine,  "went  on 
to  show  her  caring  and  compassionate 
nature  at  an  institute  for  the  mentally 
handicapped."  (Says  editor  Koumi  of 
Di,  "She's  beautiful,  she's  caring  and 
she  sells  the  magazines."  The  "lovely 


Claudia  Schiffer"  and  the  "radian 
Princess  Charlotte  of  Luxembourg' 
also  sell  magazines.) 

Lest  it  strain  its  readers'  literacy^ 
Hello! is  about  75%  photographs,  25°A 
text.  Its  celebrity  worship  makes  tha 
U.S.'  People  magazine  seem  astrin 
gent  by  comparison.  Where  People  ij 
newsy  in  recounting  the  gossip  of  thd 
week,  Hello!  treats  celebrities  as  new 
per  se,  taking  readers  into  thei 
homes.  Its  wedding  albums  of  star 
make  the  worshipers  feel  they  havj 
actually  been  at  the  wedding,  sipping 
the  champagne  and  tasting  the  caviar 
They  go  along  on  Princess  Diana's  o 
Brooke  Shields'  latest  trip.  The  maga 
zine  is  on  newsstands  on  Tuesdays 
but  it  has  sometimes  come  out  a  daj 
or  two  late  so  as  not  to  miss  a  Saturdai 
wedding. 

Divorces?  Scandals?  Caddish  be 
havior?  Not  among  HelloTs  celebs.  1 
Fergie  and  Prince  Andrew  aren't  thj 
best  of  friends,  Hello!  puts  a  shininj 
face  on  the  situation  by  running 
retrospective  of  the  days  when  the] 
were  a  happy,  radiant  couple.  Soo< 
after  Robert  Maxwell  cheated  his  pen 


Q     In  72  Hours ,We  11  Make 
You  Look  Like  You've 
Been  In  Business  10  Years 


Wketker  you're  starting  a  new  business  or  moving  to  a  new  location,  our  trained  consultants  can  solve 
)ur  problems.  With  just  one  quick  pkone  call,  Cort  can  give  your  business  tke  look  of  success  it  deserves. 


CORT 

FURNITURE  RENTAL 


You  Handle  Tke  Business.  We'll  Handle  Tke  Furniture™ 

Call  today  for  the  Cort  Showroom  near  you;  1-800-Q62-CORT.  Over  75  home  and  office  showrooms  from  coast  to  coast. 
In  Houston,  operated  as  Finger  Furniture  Rental  and  in  New  Orleans,  operated  as  Weiner-Cor'  Furniture  Rental. 


Hello! 

sioners  and  the  law  by  falling 
or  jumping  into  the  sea,  the 
magazine  visited  his  wife's 
French  retreat  and  described 
how  she  is  well  liked  by  the 
locals. 

Hello! couldn't avoid  mention 
ing  that  actor  Anthony  Quinn  had 
cheated  on  his  wife  and  fathered  a 
baby  out  of  wedlock,  but  it  man- 
aged to  make  everything  okay  with 
this  question  to  lolanda  Quinn:  "So 
what  is  your  advice  to  women  with 
loving  but  unfaithful  husbands?" 

Woody  Allen?  No  big  problem. 
Hello!  was  the  only  British  magazine 
Mia  Farrow  was  willing  to  talk  to 
during  her  custody  battle.  And  for 
good  reason.  The  toughest  question 
the  magazine  put  to  Farrow  in  a  re- 
cent interview  was,  "Do  you  look 
back  and  wish  that  Woody  had  been 
different?" 

One  wonders.  If  Hitler  were  still 
around  would  Hello!  have  dwelled  on 
his  love  for  architecture,  music  and 
animals? 

Who  reads  this  stuff?  A  surprisingly 
affluent  and  educated  audience.  Hel- 
loTs  readership  profile  is  76%  female, 
but  middle-  to  up-market  in 
income,  with  62%  of  readers 
between  the  ages  of  15  and  44. 
Hello!  has  almost  as  many  affluent 
readers  as  either  British  Vogue  or  Brit- 
ish Cosmopolitan. 

Being  nice  to  celebs  has  made  the 
Sanchez  family  of  Madrid  immensely 
wealthy.  They  own  both  Hello!  and  its 
Spanish  progenitor,  Hola!  For  nearly 
50  years  the  Sanchez  family's  fellow 
Spaniards  have  sought  escape  in  Ho- 
laPs  fantasy.  Ordinary  Spaniards  gob- 
ble it  up,  while  social  climbers  imbibe 
it  eagerly  so  as  to  appear  knowing  to 
their  hairdressers. 

In  a  perverse  way,  Hola!  is  a  prod- 
uct of  the  late,  unlamented  Franco 
dictatorship.  In  1944  the  editor  of  the 
Barcelona  daily  La  Prensa  decided  to 
start  a  gossip  sheet  in  his  spare  time. 
Antonio  Sanchez  Gomez's  first  Hola! 
was  a  four-page  gossip  sheet,  selling 
for  5  pesetas  (around  45  cents  at 
the  time). 

To  operate  under  Franco's  humor- 
less dictatorship,  Sanchez  Gomez  had 
to  be  careful  to  offend  no  one,  least  of 
all  the  rich  and  powerful.  So  he  de- 
vised the  formula  (which  Hola!  still 
uses)  of  building  fantasy  around  the 


Hola!  and  its  British  sister  Hello! 
Peddling  fantasy  in  full  color. 


famous  and  then  peddling  the  fantasy 
in  hill  color. 

Spaniards,  seeking  an  escape  from 
their  crabbed  and  threadbare  lives, 
lapped  it  up.  Sanchez  Gomez's  wife, 
Mercedes  Junco  Calderon,  divided 
her  time  between  raising  their  son 
Eduardo  and  laying  out  the  pages  of 
Hola!  Now  in  her  early  seventies,  she 
is  president  of  Hola!  and  still  cwersees 
all  the  layouts. 

And  the  company  is  still  a  family 
affair.  Hola!  is  published  out  of  offices 
situated  in  the  same  posh  Madrid 
apartment  building  that  houses  the 
Sanchez  clan.  Eduardo  Sanchez  Jun- 
co, Mercedes'  son,  acts  as  editor  in 
chief,  publisher  and  managing  editor. 
Other  members  of  the  family,  includ- 
ing Eduardo's  wife,  also  work  at  the 


magazine.  With  a  circulation  of 
660,000  in  Spain,  Hola!  has  the  high- 
est advertising  revenue  among  Span 
ish  weeklies. 

The  British  Hello!  was  something 
of  a  gamble.  Would  the  tabloid-hard 
ened  Brits  swallow  such  pabulum? 
Eduardo  Sanchez  Junco  was  sure  they 
would,  even  if  most  British  media 
people  scoffed  at  his  naivete.  The 
were  wrong.  He  was  right. 

After  a  slow  start,  Hello!  in  the) 
summer  of  1990  persuaded  th 
Duke  and  Duchess  of  York  to  b 
photographed  at  home  with  thei 
children.  Fergie  and  Andrev 
needed  the  good  public-] 
ity — even  then —  and  ap- 
parently lots  of  Brits  lust- 
ed for  a  bit  of  glamour 
Hello!  had  to  fly  in  addi- 
tional copies  from  Spain 
where  the  magazine  is  print- 
ed. British  newspapers  were) 
furious,  but  gave  Hello!  reams 
of  coverage. 
Hello!  still  has  only  15  or  sc| 
advertising  pages  in  100-pagd 
issues,  but  at  the  equivalent  ol 
SI. 80  a  copy  its  450,000  circulaj 
tion  generates  almost  enough  reve 
nue  to  cover  most  of  the  publica 
tion's  costs.  Managing  Director  Jaj 
vicr  Riera  says  Hello!  is  already  in  thq 
black.  It  is  certainly  a  success.  Riding 
on  the  Hello!  bandwagon,  Northern] 
and  Shell,  publishers  of  Penthonsi 
magazine,  recently  rolled  out  OK!  in 
London,  a  monthly  celebrity  magai 
zine  modeled  after  Hello! 

Will  the  formula  cross  the  Atlantic) 
successfully?  Quite  probably.  In  Au4 
gust  the  Sanchezes  placed  ads  in  the 
New  York  Times  and  the  Los  Aujjelei 
Times,  offering  free  copies  of  the  Brid 
ish  Hello!  containing  an  exclusive  in- 
terview with  Elizabeth  Taylor  al) 
home.  Hola!  claims  30,000  people 
wrote  in.  At  the  same  time  Sanchez] 
Junco  has  been  holding  joint-venture 
talks  with  U.S.  publishers,  including 
the' Hearst  Corp.  and  News  Corp. 

The  Sanchez  clan  had  better  move 
fast.  Seeing  what  Hello!  did  in  Britain, 
l  ime  Inc.  is  already  testing  In  Style,  a 
spinoff  of  People  magazine.  The  first 
issue,  which  hit  the  newsstands  if 
August,  had  stories  on  actress  Ana 
nette  Bening  "at  home,"  Jodie  Fosten 
"in  her  room"  and  Prince  Charles  in] 
his  "secret  garden."  ■ 
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are  so  many  frequent  flyers 
so  attracted  to  Qantas? 


Well,  for  starters,  you  won't 
catch  us  without  frequent 
flyer  miles. 

Fly  Qantas  to  Australia  or 
the  South  Pacific,  and  you  can 
choose  to  earn  mileage  with 
either  Alaska,  Canadian  or 
American  Airlines,  or  with 
our  own  program.  Birds  of  a 
feather,  and  all  that. 

Of  course,  some  frequent 
flyers  come  flocking  for  the 
service  and  genuine  Australian- 
style  welcome  that  you  just 
can't  find  anywhere  else. 

Others  come  for  the  world- 
renowned  reputation  for  both 
safety  and  maintenance.  One 
of  the  youngest  fleets  flying. 
As  well  as  the  most  nonstops, 
including  the  only  daylight  and 
nonsmoking  departures. 

Our  schedules  really  do 
leave  you,  well...  free  as  a  bird. 

You'll  probably  find  reasons 
of  your  own.  So  the  next  time 
you  fly  South,  try  Qantas. 

Contact  your  travel  agent 
or  call  us  at  1-800-227-4500. 

THE  AUSTRALIAN  AIRLINE 


Much  of  the  world  considers  U.S.  consumer  products 
to  be  hip.  Chewing  gum,  anyone? 

Chicle  is  chic 


By  Howard  Rudnitsky 

1 1  you  turn  on  TV  in  Hong  Kong  you 
might  catch  this  ad:  A  man  is  eating 
bean  curd  in  a  garlicky  sauce.  He 
finishes  and  pulls  out  a  pack  of  Wrig- 
ley's  Doublemint  chewing  gum,  puts 
a  stick  in  his  mouth,  then  gives  the 
young  lady  sitting  next  to  him  a  kiss 
on  the  cheek.  She  doesn't  wince  but 


smiles  happily. 

Move  on  to  Tokyo  and  turn  on  the 
TV.  There  you  might  see  a  woman  and 
a  man  in  a  department  store.  Smiling, 
she  offers  him  a  piece  of  Clorets 
breath-freshening  gum. 

Who  wants  bad  breath? 

In  Europe  Wrigley  ads  stress  dental 


U.S.  chewing 
gum  scores  abroad 
Selling  Clorets 
and  Trident  at 
a  kiosk  in  Tokyo; 
Wrigley's  Spear- 
mint (below) 
featured  at  a 
nearly  bare  food 
shop  in  Ukraine. 


0 


health  benefits:  Gum  chewing  hel] 
reduce  plaque  buildup  when  brush 
ing  isn't  an  option.  In  the  U.S.,  ped 
pie  are  told  that  chewing  is  an  altera 
five  when  smoking  is  not  allowed. 

Ads  such  as  these  have  helped  booj 
the  fortunes  of  America's  two  bi 
chewing  gum  manufacturers.  World 
wide  unit  volume  sales  for  both  Wnj 
Wrigley  Jr.  Co.  and  Warner- Lambei 
Co.  have  been  increasing  5%  to  6% 
year  since  1987  and  are  expected  t 
increase  another  6%  this  year.  Goqi 
news,  this,  for  Wrigley,  which  hai 
1992  earnings  of  $141  million  o 
revenues  of  $1.3  billion,  and  Ameii 
can  Chicle  Group,  owned  by  Warn|j 
Lambert  (see  story,  p.  76). 

The  two  producers  account  ft 
around  75%  of  domestic  sales  in  th| 
$1.6  billion  (at  wholesale)  markej 
The  chewing  habit  is  spreading  eve] 
faster  overseas:  This  habit  is  expecte 
to  produce  revenues  of  at  least  $90| 
million  this  year  for  the  pair,  up  mon 
than  10%  from  last  year. 

These  sunny  prospects  are  a  bi 
improvement  over  the  situation  tha 
prevailed  a  few  years  ago.  The  chew 
ing  gum  market  in  the  U.S  appeare 
stale.  Domestic  per  capita  consume 
tion  fell  from  215  sticks  in  1978  t 
168  sticks  in  1986,  but  after  tha 
recovered,  to  183  sticks  in  1992. 

Both  Wrigley  and  Warner-Lambei 
had  seized  opportunity  by  the  throai 
They  promoted  chewing  gum  as  a 
alternative  to  smoking.  They  afl 
touted  sugarless  gum  as  good  fa 
dieters  and  teeth.  Says  Lisbed 
Echeandia,  publisher  and  editor  d 
Confectioner  magazine:  "Marketinj 
chewing  gum  as  part  of  a  healthie 
lifestyle  is  paying  dividends." 

The  gumsters  did  another  smai 
thing:  They  held  the  line  on  mos 
prices.  A  five-stick  pack  of  Wrigley 
gum,  for  example,  still  goes  for 
quarter — the  same  as  in  1987 — whil 
cigarettes  and  candy  have  gone  up. 

High  volume  and  automation  havl 
enabled  the  gum  makers  to  improvi 
operating  efficiency,  while  costs  d 
ingredients  such  as  gum  base  and  cor 
syrup  have  declined.  And  even  afte 
adding  in  advertising  and  marketin 
expenses,  costs  remain  low.  A  pack  c 
gum  costing  Wrigley  an  estimated  1] 
cents  to  produce  can  provide  groa 
markups  totaling  108%  along  the  wa 
for  the  wholesaler  and  retailer.  Whicl 
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ranee  has  never  been 
so  close  to  home. 


^j^Qrom  the  moment  you  step  into  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your 
travel  agent  01  (-all 
1-800-SOFITEL. 


Hotel  Sofitel 


L'espnt 

Accok 


CHICAGO 


LOS  ANGELES 


MINNEAPOLIS 


North  America 

san  francisco  bay   •    washington  d  c. 


Chewing  gum 


If  you've  ever  wondered  about  those  old  American 
factories  that  get  dismantled  and  shipped  off  to  China, 
here's  a  fellow  who's  behind  some  of  the  action. 

Guanxi  spoken 
here 


gives  retailers  incentive  to  display 
gum  prominently. 

Low  prices  also  meant  there  was 
little  loom  for  private  labels  to  make 
inroads  on  name  brands.  Los  Ange- 
les-based National  Chewing  Gum  has 
tried  for  a  decade  to  sell  its  private- 
label  gums  to  big  retailers.  For  all  its 
effort,  only  one  big  chain,  Dollar 
General,  sells  house-brand  gum. 

But  it  is  overseas — where  chew  ing 
gum  marches  along  with  U.S.  rock 
music,  U.S.  jeans  and  U.S.  fast  food — 
that  has  Wrigley  and  Warner-Lambert 
drooling.  Thus  Wrigley,  which  has 
operated  in  Europe  for  80  years  and 
has  80%  of  the  market  in  Germanv 
and  Britain,  has  done  spectacularly 
well  in  Eastern  Europe  and  the  old 
Soviet  Union  since  the  fall  of  commu- 
nism. Sales  growth  there  has  been 
about  20%  a  year  since  1989. 

Wrigley  is  also  doing  well  in  China. 
In  March  the  company  opened  a 
70,000-square-foot  gum  manufac- 
turing plant  in  Guangdong  Province. 
The  plant  is  already  producing  at  ca- 
pacity, and  another  shift  will  probably 
be  added  next  year.  Guangdong's  65 
million  inhabitants  have  already  got- 
ten the  message  because  Guangdong 
is  right  next  to  Hong  Kong,  whose  TV 
constantly  sings  the  praises  of  Wrig- 
ley's  Doublemint  gum. 

One  of  Warner- Lambert's  successes 
abroad  has  been  its  Clorets  breath 
mints  and  gum,  with  worldwide  sales  of 
$180  million.  About  80%  of  that  comes 
from  outside  die  U.S.,  from  countries 
like  Japan,  Mexico  and  Canada. 
Warner- Lambert's  Trident  gum  has  to- 
tal sales  of  S255  million  and  nearlv  half 
of  its  sales  come  from  abroad.  Trident  is 
strongest  in  Spain  and  Canada. 

The  second-largest  gum  maker, 
Warner-Lambert  is  dominant  in  Mex- 
ico and  Brazil.  Wrigley  avoided  Latin 
America  until  recently,  most  likely  be- 
cause governments  riiere  insisted  on 
joint  ventures.  But  last  year  Wrigley 
entered  into  a  distribution  agreement 
with  Mexico's  largest  breadmaker, 
Grupo  Industrial  Bimbo.  Wrigley  dis- 
tributes candy  in  Mexico  through 
Bimbo's  Ricolino  confectionery  divi- 
sion. In  May  1993,  Ricolino  began 
national  distribution  of  Wrigley  chew- 
ing gum. 

Cultivated  Americans  may  turn  up 
their  noses  at  chewing  gum,  but  the 
world's  young  people  love  it.  HI 


By  Andrew  Tanzer 

Spend  only  a  few  minutes  with  Oei 
Hong  Leong  and  you  see  the  Chinese 
use  of  jjnanxi — connections — at 
work.  Restlessly  pacing  his  spacious 
office  on  the  52nd  floor  of  I.M.  Pei's 
angular  Bank  of  China  Building  in 
Hong  Kong,  the  tall,  stocky  Indone- 
sian-born Oei  (pronounced  Wee) 
works  the  phone. 

First  he's  on  with  the  mayor  of 
Fujian  province's  Quanzhou,  the  Oei 
family's  ancestral  home.  Then  it's  the 
mayor  of  Hangzhou,  in  coastal  Zhe- 
jiang  province.  Suddenly,  the  45- 
year-old  dealmaker  glances  at  his 
watch,  jumps  up  and  dashes  down  to 
his  white  Rolls-Royce:  It's  time  to 
attend  a  party  hosted  by  the  deputy 
governor  of  Shanxi  province . 

Oei  has  usedjjitanxi  and  his  consid- 
erable charm  to  buy  controlling  inter- 
ests in  nearly  200  former  state-run 
factories  in  China  since  early  1992. 
His  publicly  traded  investment  vehi- 
cle, China  Strategic  Investment  Ltd., 
has  committed  to  spend  about  $300 
million  on  the  mainly  domestic  con- 
sumer-good factories,  which  range 
from  breweries  to  paper,  tire,  cable 
and  wire  plants. 

Last  year  csi  simultaneously  pur- 
chased a  majority  stake  in  all  41  state- 
run  factories  in  Quanzhou  from  the 
local  government,  and  took  control  of 
more  than  30  plants  in  Ningbo,  a 
deepwater  port  near  Shanghai.  Early 
this  year  Oei's  firm  snapped  up  101 
state-owned  factories  in  the  northeast 
port  city  of  Dalian. 

"They're  cheaper  in  bulk,"  Oei 
jokes,  and  adds:  "We  have  over 
150,000  workers  in  China  now." 

For  its  majority  stakes,  csi  typically 
pays  anywhere  from  two  to  five  times 


earnings  for  the  ones  that  are  making 
money.  The  joint  ventures  typically 
receive  tax  breaks  such  as  a  two-yean 
tax  holiday  followed  by  three  years  oi 
reduced  taxes  under  foreign  invest- 
ment incentives.  The  local  municipal- 
ities usually  hold  minority  positions. 

Deal  done,  Oei  then  injects  equip- 
ment, technology  and  management! 
Some  managers  have  come  from  Tai- 
wan and  Singapore;  in  other  cases 
local  managers  have  been  sent  abroad 
for  training. 

For  csi's  China  Tire,  Oei  is  import- 
ing second-hand  machinery  from  olq 
Uniroyal  and  General  Tire  factories  ir 
Wisconsin  and  Ontario.  He's  alsd 
hired  a  tire  industry  consultant  fori 
merly  with  Firestone  to  serve  as  chie; 
operating  officer.  At  China  Tire': 
Hangzhou  factory,  output  is  up  35°/< 
this  year  with  fewer  workers.  The 
factory's  profits  should  double  thii 
year,  to  nearly  S10  million. 

Production  capacity  of  CSi's  puljj 
and  paper  plant  in  Ningbo  was  raised 
from  36,000  tons  to  50,000  tons  aftej 
the  process  was  adjusted  by  expert: 
brought  in  from  Indonesia,  from  pa, 
per  operations  there  owned  by  hi| 
lather's  Sinar  Mas  Group.  CSI  is  nov 
seeking  financing  from  the  Work 
Bank's  International  Finance  Corp 
and  other  financial  institutions  to 
build  a  new  250,000-ton  paper  plan 
in  Ningbo. 

CSi's  brewery  in  Hangzhou,  pro 
ducer  ofWest  Lake  and  Dragon  bran* 
beers,  still  looks  a  bit  state-owned.  I 
dense  growrii  of  cobwebs  hangs  fron 
the  walls  and  ceiling.  On  the  bottlin; 
line,  labels  are  peeling  off  the  bottle? 
which  are  filled  with  beer  to  differen 
levels.  But  under  csi,  volume  is  al 
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ady  up  22%,  the  work  force  is  down 
1%,  and  profits  are  way  up.  Soon 
ere  will  be  new  equipment  from 
crmany. 

Equally  important,  Oei  also  intro- 
ices  employee  incentive  systems, 
orkers'  attitudes  change  immedi- 
ply  when  they're  no  longer  working 
[r  the  government  but  for  their  own 
Kkets,  he  says.  "The  more  they 
oduce,  the  more  they  get  paid.11  If 
by  don't  show  up  for  work, 
lev're  fired. 


Oei's  billionaire  father,  Eka  Tjipta 
Widjaja,  founded  Sinar  Mas  Group, 
Indonesia's  second-largest  conglom- 
erate; it  has  interests  in  every  thing 
from  pulp  and  paper  to  edible  oils  and 
banking.  (Oei  goes  by  the  Widjaja 
family's  Chinese  name.)  In  the  1970s 
and  1980s  Oei  based  himself  in  Singa- 
pore; there  he  turned  an  obscure  de- 
tergent maker,  United  Industrial 
Corp.,  into  a  $2  billion  (assets)  group. 
"We  accounted  for  most  of  the  take- 
overs in  Singapore  in  the  1980s,"  Oei 


boasts. 

But  Oei  fell  afoul  of  the  Singapore 
authorities  over  a  stock  transaction 
technicality.  In  1991  he  considered 
retiring  to  his  lavish  Mediterranean- 
style  mansion  in  Vancouver,  B.C.,  but 
instead  moved  to  Hong  Kong  and 
turned  his  sights  on  China. 

"I  think  it's  the  opportunity  of  the 
century,"  he  says.  He  found  that  pro- 
vincial political  cadres  were  often  ea- 
ger to  get  loss- making  enterprises  off 
their  books.  "Today  state-run  enter- 
prises are  a  liability  to  the  govern- 
ments, not  an  asset,"  he  says. 

Turning  the  Chinese  factories 
around  is  only  an  intermediate  step 
for  Oei.  Once  they  are  patched  up, 
Oei  plans  to  sell  stakes  to  foreign 
partners.  It's  a  much  easier  way  for 
foreigners  to  gain  production  capaci- 
ty and  distribution  in  China  quickly, 
he  says.  Oei  will  not  name  names,  but 
he  says  he  is  already  negotiating  with 
Japanese,  American,  Australian  and 
European  companies. 

Assuming  the  fervid  interest  in  in- 
ternational investing  persists,  Oei  also 
plans  to  take  some  of  these  former 
state-owned  operations  public  over- 
seas. Morgan  Stanley  underwrote  his 
first  such  effort,  NYSE-listed  China 
Tire,  which  owns  two  of  his  tire 
plants.  The  deal,  closed  in  July,  raised 
$97  million  for  China  Tire.  Oei's  csi 
made  a  paper  gain  of  $31  million. 

Oei  has  impressed  some  hard-to- 
impress  investors.  Legendary  Hong 
Kong  billionaire  Li  Ka-shing  owns 
stock  and  convertible  notes  that 
would  give  him  a  27%  share  of  CSI 
upon  conversion.  In  April  Morgan 
Stanley  bought  a  3%  stake  in  the 
Hong  Kong- listed  csi. 

The  factories  Oei  is  buying  are  sit- 
ting on  some  potentially  valuable  hid- 
den assets:  the  real  estate  underneath 
them.  Many  of  these  plants  are  situat- 
ed in  prime  downtown  areas  of  rapidly 
growing  coastal  cities — an  irrational 
legacy  of  socialist  planning.  It's  a 
good  bet  Oei  is  thinking  about  using 
his  pfnavixi  to  move  some  of  the  fac- 
tories to  the  suburbs  and  develop  the 
downtown  real  estate.  Huge  fortunes 
were  made  that  way  in  Hong  Kong. 

Oei  hesitates  to  discuss  his  property 
development  plans;  the  subject  is  very 
sensitive  politically  in  China.  But  he 
does  say  this:  "When  the  factories  are 
old,  the  land  will  be  valuable."  WM 
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Cal  Turner  Jr.  nearly  wrecked  Dollar  General  in  the 
mid-1980s  by  forgetting  one  of  his  dad's  homilies. 
Now  he  may  be  following  another  one  too  closely. 

Of  mules  &  men 


By  William  Stern 

Cal  Turner  Jr.'s  father  and  grandfa- 
ther liked  to  use  a  homily  to  explain 
how  they  ran  their  family  business, 
Dollar  General  Corp.:  "A  mule  is 
smarter  than  a  man  because  a  mule 
returns  to  his  stall,  to  what  he  knows. 
But  once  a  man  gets  good  at  some- 
thing, he'll  try  something  else." 

Cal  Turner  lost  sight  of  that  princi- 
ple in  the  mid-1980s  and  nearly 
wrecked  the  company.  In  1977  he 
had  taken  over  day-to-day  operations 
from  his  lather  of  Dollar  General 
whose  small  town  discount  stores, 
spread  throughout  the  region,  of- 
fered lots  of  cheap  and  close-out  mer- 
chandise that  appealed  successfully  to 
low-income  consumers. 

Unfortunately,  Dollar  General  got 
carried  away  in  the  mid-  1980s  when  it 
used  debt  to  acquire  two  smaller  but 
similar  chains,  one  located 
in  Florida,  the  other  in  the 
Midwest  and  South.  Not 
only  did  debt  swell  from 
$13  million  in  1982  to  $71 
million  in  1985,  but  the 
company  forgot  grandpap- 
py's  homily  and  moved  to- 
ward pricier  merchandise. 
In  short  order,  close-out 
and  irregular  merchandise 
dropped  to  just  10%  of 
sales,  half  what  the  compa- 
ny considered  ideal 
(Forbes,  Dec.  1,  1986  ). 

Earnings  sank  from  $21 
million  in  1984  to  $4.3  mil- 
lion in  1986.  Buyers  in 
Kentucky  were  sending 
boys'  jeans  to  stores  in 
Clearwater  retirement 
communities,  where  there 
weren't  many  small  boys. 

Suddenly  Cal  Turner  re- 
versed himself.  He  fired  his 
younger  brother  and  sec- 
ond-in-charge,   who  had 


been  responsible  for  store  operations 
and  merchandising.  He  replaced  200 
of  his  top  300  executives  and  ordered 
his  managers  to  remember  who  their 
customers  were:  low-income  people 
who  were  willing  to  put  up  with  sparse 
surroundings  in  a  store  in  return  for 
low  prices.  Not  only  were  they  to 
carry  more  close-out  merchandise, 
but  they  were  also  to  cut  prices. 

Turner  was  again  giving  his  cus- 
tomers what  they  wanted.  And  sales 
at  the  1,720-store  Nashville-based 
chain  have  almost  doubled,  from 
$613  million  in  1988  to  an  expected 
$1.1  billion  this  year,  says  J.C.  Brad- 
ford &  Co.  retailing  analyst  J.  Gary 
Dennis.  In  the  same  period,  earnings 
have  climbed  from  $10  million  to  an 
estimated  $45  million. 

Wall  Street  is  impressed.  Dollar 


Cal  Turner  J 
"I  want  us 


r.  of  Dollar  General 

to  stay  slightly  behind." 


General's  stock  is  up  from  $4  a  shar< 
in  1988  to  a  recent  split-adjustec 
price  of  26V2. 

But  Turner  has  yet  to  deal  will 
what  may  turn  out  to  be  anotheJ 
serious  problem.  Whereas  from  th<| 
early  days  Sam  Walton  spent  heavil 
on  computers  for  Wal-Mart,  it  wai 
only  six  months  ago  that  DG  finally 
ditched  its  long  outdated  electric  casl 
registers.  Though  he  did  spend  $4.i 
million  on  electronic  registers,  he' 
still  years  behind  his  competitors 
When  Wal-Mart  sells  a  toaster,  it 
scanners  automatically  order  a  re 
placement,  which  could  arrive  in  th< 
store  within  two  or  three  days.  But  i 
DG  sells  a  toaster,  its  registers  tel 
management  only  that  a  $7.5( 
"housewares"  item  was  sold.  It  typi 
cally  takes  DG  two  weeks  to  get 
replacement  toaster. 

Turner  has  only  recently  autho 
rized  a  trial  of  electronic  scanners  d| 
the  type  that  have  become  standard  i 
Wal-Mart,  Kmart  and  other  majoj 
retailers.  Their  modern  scanners  held 
control  inventory  and  shrinkage.  An! 
point-of-sale  data  like  those  Wal-Marj 
uses  can  also  help  figure  how  manj 
checkout  employees  will  be  needed 
for  each  part  of  the  day.  Save  one  won 
hour  a  day  at  1 ,720  stores,  even  at  th< 
$4.25  minimum  wage,  and  you  an 
ahead  by  some  $2.5  millioi) 
a  year. 

Turner  justifies  the  tight! 
fisted  capital  spending 
consistent  with  the  old  familj 
principle  of  running  cheai 
and  selling  cheap.  "We'vj 
always  been  pretty  far  behinc 
on  new  technology,"  saw 
Turner,  "and  I  want  us  t<) 
stay  slightly  behind." 

Trouble  is,  being  slightlj 
behind  in  technology  has  it 
price.  Sales  per  square  foo 
are  $310  at  Wal-Mart,  an« 
just  $99  at  DG.  Analyst  Den 
nis  believes  that  dg's  skimp] 
technology  spending  is 
step  in  the  right  direction 
but  says  it's  not  cleaj 
the  firm  has  gone  fai 
enough  yet. 

Turner  shrugs  and  quote 
another  family  homily) 
"Never  forget  the  finalit 
of  costs,  nor  the  unpredid] 
abilitv  of  benefits." 
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LASSALE 

THE  ART  OF 

SE  I  KO 


Bracelets,  cases,  and  casebacks  finished  in  22  karat  gold. 
GOLDSTOCK  CO.  THE  HOUSE  OF  WATCH  BANDS 


BORSHEIM'S 


The  best  thing  W.C.  Fields  could  say  about 
Philadelphia  was  that  he'd  rather  be  there  than  dead. 
But  come  1995,  even  the  old  gambler  might  feel 
at  home  in  the  City  of  Brotherly  Love. 

Keeping  the 
money  at  home 


By  Randall  Lane 

Physically  ailing  and  barred  from 
seeking  a  third  term,  Robert  Casey 
will  step  down  as  governor  of  Penn- 
sylvania in  January  1995.  With  him 
will  go  the  last  obstacle  to  legalized 
gambling  in  the  financially  hard- 
pressed  Keystone  State.  The  front- 
runners  for  his  post  have  indicated 
that  they  will  not  stand  in  the  way  of 
gambling  for  Philadelphia,  Pitts- 
burgh or  Erie.  The  legislature  is 
poised  to  quickly  approve  a  statewide 
referendum  on  the  issue  for  that  May. 

The  leading  proponent  of  legalized 
gambling  is   Philadelphia's  strong 

Pro-gambling  Philadelphia 
Mayor  Edward  Rendell  (below) 
and  one  of  the  city's 
prospective  casino  sites, 
just  north  of  the 
Ben  Franklin  Bridge 
Atlantic  City  shudders. 


mayor,  Edward  Rendell.  He  says  vot- 
ers will  approve  gambling  by  a  4-to-l 
margin  and  predicts  there  will  be 
floating  casinos  on  the  Delaware  Riv- 
er by  September  1995. 

That  prospect  has  casino  operators 
licking  their  chops:  Stephen  Wynn's 
Mirage  Resorts,  John  Connelly's 
President  Riverboat  Casinos  and  Mi- 
chael Rose's  Promus  Cos.  They  and  a 
good  number  of  others  have  discreet- 
ly visited  Philadelphia  in  the  past  few 
months,  meeting  with  Rendell  or  lo- 
cal developers. 

Some  companies  are  doing  more 


than  looking.  Bally  Manufacturn 
Corp.  has  agreed  to  pay  a  local  unk 
$5  million  for  a  $44  million  option  j 
buy  a  26-acre  waterfront  tract,  whi 
Atlantic  City-based  Capital  Gamii 
recently  took  an  option  to  pay  sever 
million  dollars  for  a  small  sliver 
waterfront  land  just  south  of  tl 
Bally  site. 

Rendell  says  he  expects  a  plan  th 
will  set  a  finite  number  of  license 
perhaps  six,  for  barges  or  riverbo;i 
docked  on  the  Delaware  River  in  h 
city.  In  exchange,  operators  interes! 
ed  in  this  oligopoly  might  each  pay 
much  as  $50  million  in  advance,  a  su 
Philadelphia  badly  needs. 

Mayor  Rendell,  very  much  a  polil 
cian  of  the  new,  fiscally  responsih 
school,  has  taken  on  the  city's  greec 
public  service  unions  and  wrung  ol 
sizable  concessions  on  salaries,  ben( 
fits  and  work  rules  (Forbes,  Nov. 
1992).  But  his  tax  base  is  still  erodin 
the  Philadelphia  Na\y  Yard — a  larjj 
regional  employer — is  closing  and  II 
needs  to  draw  events  to  the  city's  ne 
$500  million  convention  center. 

Legalized  gambling  would  be  a  b| 
help  in  drawing  tourists  and  convei 
doners.  Rendell  says  he's  found 
partial  solution,  projecting  up  f 
$300  million  in  one-time  fees,  $1 
million  a  year  in  direct  taxes,  8,0C 
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Public  broadcasting  has  been 
helping  preschoolers  learn  for  25  years. 

Now  it's  time  to  bring  business 
into  the  picture. 


What  place  do  Big  Bird  and  Mister 
ers  have  in  child  care  centers?  How  do 
rib  Chop,  Barney  the  Dinosaur,  and 
>mas  the  Tank  Engine  fit  into  your 
lpany's  school  readiness  agenda? 
These  familiar  characters  from  public 
dcasting's  popular  children's  television 
pams  are,  perhaps,  the  most  visible 
anient  to  our  25  years  of  working  in 
school  learning. 

Less  visible  —  yet  no  less  important  — 
public  broadcasting's  other  school 
liness  resources. 

Ranging  from  teacher  materials  to 
ructional  videos  to  computer  programs, 
se  resources  strengthen  the  educational 
le  of  our  television  programming.  Projects 


such  as  "Mister  Rogers'  Neighborhood  Child 
Care  Partnership"  and  "Sesame  Street 
Preschool  Educational  Project"  have  been 
developed  in  consultation  with  educators, 
parents,  and  child  care  providers.  Each  has 
been  carefully  tested  and  refined  to  help 
adults  make  the  best  use  of  television  to  teach 
children  basic  learning  and  social  skills. 

Most  important,  each  shares  a  common 
goal:  to  help  children  enter  school  ready 
to  learn. 

Now  it's  time  for  you  to  enter  the 
picture.  Make  school  readiness  a  priority  in 
your  education  reform  activities.  To  leam 
how  public  broadcasting's  preschool 
resources  can  help  you,  complete  and  mail 
the  coupon. 


Please  send  me  more  information  about: 

□  Public  broadcasting's  preschool 
learning  resources. 

□  Public  broadcasting's  other  school 
reform  resources. 


Name 


Title 


Company/Organization 


Address 


City 


State 


Zip 


Telephone 

Mail  to: 

Corporation  for  Public  Broadcasting 

Preschool  Learning 
CORPORATION  * 
FOR  PUBLIC  p  o-  Box  549 

BROADCASTING  Alexandria,  VA  22313 


Gambling 


Undeveloped 
land  on  the 
South  Philadelphia 
waterfront, 
near  tracts 
optioned  by 
Bally  and 
Capital  Gaming 
Previously  an 
eyesore,  now 
worth  perhaps 
$2  million  an  acre 


new  jobs  and  a  big  plus  for  the  city's 
convention  center  and  hotels. 

More  often  than  not,  casino  gam- 
bling proves  fool's  gold.  Besides,  Wil- 
liam Penn's  City  of  Brotherly  Love 
and  the  Liberty  Bell  contaminated  by 
slot  machines?  Better  that  than  closed 
schools  and  a  bankrupt  city. 

Also,  Atlantic  City's  proximity 
makes  Rendell's  proposal  an  easier 
sell.  It's  hard  to  argue  against  expos- 
ing Philadelphians  to  the  evils  of  gam- 
bling when  area  residents  lost  almost 
$1  billion  last  year  alone  by  traveling 
just  60  miles  to  Atlantic  City  casinos. 
"If  people  in  Philadelphia  want  to 
blow  their  paychecks,  they  can  go  55 
minutes  down  the  road  to  blow  their 
paychecks,"  says  Rendell,  an  occa- 
sional Atlantic  City  blackjack  player. 
"I  consider  that  a  nonissue." 

For  Rendell,  maybe,  but  not  for 
Atlantic  City.  The  nation's  Second 
City  for  gambling  over  the  past  de- 
cade, Atlantic  City's  New  York  base  is 
already  shrinking  as  gamblers  flock  to 
the  closer  Foxwoods  Indian  reserva- 
tion casino  in  Ledyard,  Conn.  Now 
they  face  imminent  competition  from 
Philadelphia,  which  represents  30%  of 
Atlantic  City's  $3.2  billion  market. 
"It's  going  to  be  a  bloodbath  for  most 
of  the  operators,"  says  Philadelphia- 
based  gambling  analyst  Marvin  Roff- 
man.  Roffman  says  that  with  relish: 


He  was  once  fired  by  a  brokerage 
house  when  Donald  Trump  com- 
plained about  his  pessimistic  projec- 
tions for  Trump's  Atlantic  City  gam- 
bling palace,  the  Taj  Mahal. 

Roffman  is  not  alone  in  his  judg- 
ment. "You  will  end  up  with  two, 
maybe  three,  bankruptcies,"  forecasts 
Raymond  Cheesman,  a  gambling  an- 
alyst with  the  Merrion  Group.  Even 
without  competition  from  Philadel- 
phia, 5  of  Atlantic  City's  12  casinos 
lost  money  during  the  first  half  of 
1993.  Only  Harrah's  and  Caesars 
could  count  on  making  money  in  the 
face  of  such  competition,  while  strug- 
gling casinos  without  deep  pockets — 
notably  the  Claridge  and  Trump's 
Castle — would  be  most  vulnerable. 

Aware  of  this,  most  Atlantic  City 
operators  are  scrambling  to  follow 
Bally's  lead  and  secure  sites  in  Phila- 
delphia. This  includes  Trump,  but  his 
financial  troubles  make  it  difficult  for 
him  to  expand.  Trump's  party  line, 
therefore,  is  that  Philadelphia  and 
Foxwoods  will  create  new  gamblers, 
who  will  come  to  Atlantic  City  for  the 
big-time  action.  "It  was  like  when 
Atlantic  City  happened,"  says  Trump, 
who  is  expected  to  attempt  a  public 
offering  for  his  three  casinos  within  six 
months.  "Everyone  said  Las  Vegas 
was  going  to  be  destroyed.  There  was 
a  one-year  glitch  and  all  of  a  sudden,  it 


got  good  again." 

Unfortunately  for  Trump,  Atlanti 
City  is  nothing  like  Las  Vegas.  Wit 
its  90,000  hotel  rooms,  ample  cod 
vention  facilities  and  increasingly  dj 
verse  activities,  Las  Vegas  remains 
multiday  destination  spot.  Atlanti) 
City  is  essentially  a  seaside  slum,  wit 
a  severe  shortage  of  hotel  rooms  an 
convention  space,  and  cursed  with 
small-town  airport.  Atlantic  City 
nominal  success  came  because  it  wa 
the  only  place  east  of  Nevada  wit 
legal  casino  gambling,  and  an  eaa 
day-trip  from  New  York  or  Philadel 
phia.  That  monopoly  has  been  broke 
by  the  Indian  reservation  in  Conned 
icut  and  soon  will  be  by  Philadelphi 
as  well. 

As  gambling  spreads  nationwide 
states  are  no  longer  legalizing  it  just  t: 
secure  additional  revenues.  It  has  be 
come  a  defensive  tactic:  Legalize  it  2 
home  or  the  locals  will  go  elsewher 
to  lose  their  money. 

These  defensive  tactics  explain  ho' 
gambling  spread  in  two  years  fror 
one  riverboat  in  Davenport,  Iowa  t 
five  states  on  the  Mississippi  Rive 
and  why  Massachusetts  and  Rhod 
Island  are  considering  casinos  to  corr 
bat  Connecticut's  Foxwoods. 

Can  Atlantic  City  continue  to  d 
fairly  well  against  all  this  competitior 
We  wouldn't  bet  on  it.  ■ 
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Before  you  buy  a  plain  paper  fax, 
take  a  look  at  our  shopping  list. 


Canon's  reputation  for 
equality  has  always  put  our 
|  in  paper  fax  at  the  top  of 
iryone's  list.  But  now  there's 
b  more  reason  to  make  the 
>in  fax  your  #1  choice:  Value. 

If  you  buy  any  Canon  Laser 
!iss™  700  Series  FAX  from 
member  1-November  30, 1993 
ticipating  Canon  authorized 
ilers  will  throw  in  a  special 
:kage  with  the  extras  you  want 
!  st:  More  memory,  more  service 
:\  computer  connectivity. 

All  that,  plus  Canon's  built-in 
i/antages.  Exclusive  image  pra- 
ising and  laser  printing  technology 


'Per  economy. 

,Le  memory  oWSr*k,,lot 

•^ovedooera^  ^ 

.Freecomp»W^soi,ware 
resularpnce.  ^M/mj 


^     Official  Facsimile  of 
WorldCupVSAW 
and  U.S.  National  Team 

i  dealer  prices  may  vary  Canon  USA  does  not  warrant  or  endorse  third  party  tax  software  Memory  upgrade  not  available  on  FAX-L790 
uter  Interface  not  available  on  FAX-L7007  L790  'Based  on  CCITT  ttl  chart  O  1993  Canon  U  S  A  ,  Inc 


that  create  extremely  high-quality 
output.  As  fast  as  a  6-second* 
transmission  time  that  saves  on 
long-distance  phone  charges.  And  a 
completely  self-contained  cartridge 
that  allows  you  to  easily  replace 
,  everything  that  can  wear  out  in 
the  printing  process. 

Canon  has  even  simplified 
choosing  the  right  fax  for  your 
needs.  Call  1-800-OK-CANON 
and  we'll  send  you  a  free  Fax 
Decision  Maker's  Kit  (or  we'll 
fax  it  if  you're  in  a  hurry). 

So  why  wait?  There's  never 
been  a  better  time  to  stop 
shopping  and  start  buying. 


Canon 


Our  training  for  flight 
attendants  is  extremely 
rigorous.  Maybe  that's  why 
our  flights  are  so  relaxing. 


Simply  to  qualify  for  the  Korean  Air  train- 
ing program  is  an  accomplishment.  Of  every 
thousand  who  apply,  only  a  few  possess  just  the 
right  blend  of  grace  and  poise. 

Then,  nine  hours  a  day,  six  days  a  week  for  a 
month  or  even  more,  their  natural  abilities  are 
refined.  They  study  world-class  service.  And  hos- 
pitality. And  a  number  of  different  languages. 

By  the  time  our  flight  attendants  graduate, 
they're  skilled  in  all  the  arts  of  comfort.  Which 
leaves  our  passengers  nothing  to  do  but  relax. 


KSREANAIR 

Fly  the  spirit  of  dedication." 


ivery  corporate  giant  was  once  a  small,  struggling  enterprise. 
>ny  society  that  fails  to  nurture  its  entrepreneurs 
I  doomed  to  decay. 

Hie  world's  best 
small  companies 


7  V/ 

L  ££l  f> 


 d.  


f  Fleming  Meeks 

the  Eighties  small  companies  created  more  than  60% 
the  country's  net  new  jobs,  according  to  the  Small 
isiness  Administration.  That  figure  is  growing.  Over  the 
st  year,  as  big  companies  have  continued  to  scale  back, 
lall  companies  have  created  virtually  all  of  the  country's 
pt  new  jobs. 

!  Nothing  really  surprising  here:  Insofar  as  they  produce 
om  modify  products  in  highly  competitive  markets,  giant 
Impanies  are  by  their  very  nature  forced  to  strive  inces- 

ntly  toward  doing  more  with  less:  turning  out  the  same 
umber  of  cars,  light  bulbs,  shoes,  PCs  with  fewer  people, 
I  riving    continuously  to 
!|ueeze  cost  and  labor  out 
if  their  products, 
j  So  it's  left  to  the  smaller 

wnpanies  on  their  way  to 

pcoming  big  companies  to 

eate   the   bulk   of  any 

iciety's  new  jobs. 

It's  also  in  the  nature  of 

iy  dynamic  economy  that 

g,  dominant  companies 

cay.  How  many  of  our 

aders  remember  that  U.S. 

eel  was  once  the  biggest 

•rporation  in  America  in 

mis  of  revenues  and  as- 

ts?  More  recently  the  star- 
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tling  declines  of  IBM  and  GM  have  reinforced  the  point, 
loseph  Schumpeter  coined  the  term  "creative  destruc- 
tion" to  describe  this  process,  and  Forbes  has  long 
embraced  the  term.  But  an  economy  that  fails  to  nurture 
smaller  companies  to  replace  the  stricken  giants  is  an 
economy  condemned  to  stagnation. 

Having  recognized  early  the  vital  role  of  small,  dynamic 
companies,  Forbes  has  every  year  since  1979  trained  its 
computers  on  die  universe  of  small,  publicly  traded  com- 
panies, seeking  out  those  with  the  best  job-  and  wealth- 
creating  possibilities.  This  year  we  screened  5,000  compa- 
nies with  revenues  between 
$5  million  and  $350  mil- 
lion to  identity  the  200  best 
of  the  bunch  in  the  U.S. 

Recognizing  that  neither 
business  nor  finance  is  re- 
stricted by  national  bound- 
aries, this  year  we  have  ex- 
panded our  Best  Small 
Company  concept  to  em- 
brace the  globe. 

On  page  288  begin  case 
studies  and  listings  of  small- 
er companies  in  industrial- 
ized and  emerging  markets 
that  we  have  identified  as 
Up  &  Comers.  9B 
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Sam  Walton  and  Don  Tyson  aren't  the  only  super 
entrepreneurs  to  come  out  of  northwest  Arkansas. 
Meet  American  Freightways'  Sheridan  Garrison. 

A  lesson 
learned  early 


By  William  Stern 

Except  for  a  six-month  stint  at  Fo- 
ley's Department  Store  in  Houston, 
Tex.,  where  he  sold  men's  hats,  Sheri- 
dan Garrison  has  spent  all  of  his  59 
years  in  and  around  Harrison,  Ark. 
(pop.  9,922).  Garrison,  now  chair- 
man of  American  Freightways  Corp., 
explains  why  he  never  left  home:  The 
land  is  beautiful  and  the  people  are 
straightforward. 

They  are  also  extremely  entrepre- 
neurial. Northwest  Arkansas  is  fertile 
territory  for  entrepreneurs:  Wal- 
Mart's  Sam  Walton,  J.B.  Hunt  Trans- 
port's Johnnie  Bryan  Hunt  and  Tyson 
Foods'  Donald  Tyson.  To  that  list, 
add  Sheridan  Garrison.  Last  year  his 
11 -year-old  firm  took  in  revenues  of 
$262  million  hauling  freight 
throughout  the  South  and  Midwest 
for  the  likes  of  Wal-Mart,  General 
Motors,  Sony  and  J.C.  Penney. 

Three  of  the  last  four  years,  Ameri- 
can Freightways  (formerly  known  as 
Arkansas  Freightways)  has  made  our 
list  of  the  Best  200  Small  Companies 
in  America,  this  year  at  number  129. 
Only  a  quarter  of  the  companies  on 
the  list  have  that  staying  power. 

How  do  you  build  a  fast- growing 
company  in  the  hinterlands  of  die 
Ozark  Mountains?  Garrison  makes  it 
sound  simple,  a  cliche:  Satisfy  your 
customer. 

Don't  all  business  people  try  to  do 
that?  Garrison  tells  a  story.  When  he 
was  growing  up,  Garrison's  father 
owned  the  local  Pepsi- Cola  bottling 
plant,  where  Sheridan  worked  when 
he  was  a  17-year-old  freshman  at  the 
University  of  Arkansas  in  nearby 
Fayetteville. 

The  year  was  1951.  Garrison  w  as 


managing  his  father's  warehouse. 
"Our  biggest  customer  was  the 
Safeway  grocer)'  store,"  recalls  Garri- 
son, with  a  coarse  Arkansas  twang. 
"The  manager  asked  me  to  do  bottle 
pickups  ever\r  day  rather  than  once  a 
week.  I  told  him  that  wasn't  my  way, 
and  he  cut  us  off. 

"When  I  explained  this  to  dad,  he 
grabbed  me  by  the  nape  of  my  neck 
and  I  just  about  had  to  crawl  over 
there  on  my  belly  to  apologize  and  get 
the  account  back." 

But  satisfying  the  customer  isn't 
always  that  simple.  Not  with  unions 
and  regulators  breathing  down  your 
neck.  Garrison  had  taken  over  Garri- 
son Motor  Freight,  his  family's  $1- 
million-a-year  trucking  business,  after 
his  father  died  in  1966.  In  1979  he 
decided  to  close  the  company. 

Why?  Then-President  Jimmy  Car- 
ter was  pushing  to  deregulate  the 
trucking  industry,  which  Garrison  fa- 
vored. But  deregulation  meant  that 
only  the  efficient,  low-cost  producers 
could  survive.  Unless  he  could  get 
concessions  from  the  Teamsters,  he 
figured  little  union  shops  like  his 
would  be  doomed . 

The  Teamsters  weren't  in  a  giving 
mood.  In  October  1979  Sheridan 
Garrison  found  a  buyer  who  took  the 
company  off  his  hands  for  $4.3  mil- 
lion. And,  figuratively  speaking,  he 
went  fishing. 

In  his  mid-40s  and  flush  with  cash, 
Garrison  built  a  house  on  63  acres  of 
virgin  forest  just  south  of  Harrison, 
clearing  the  land  with  a  bulldozer  and 
blasting  the  tree  trunks  himself.  For 
diree  years  Garrison  sat  tight  and 
watched  as  his  former  competitors — 


W 


American 

Freightways' 

founder, 

Sheridan  Garrison 
"If  you're  dread- 
ing showing  up  at 
work,  then  it's 
time  you  looked  for 
another  job." 


unionized  shops  like  East  Texas  MoJ 
tor  Freight  Lines  and  Spector  Red 
Ball — fell  on  tough  times  in  the  wake 
of  the  1980  deregulation  of  interstara 
trucking. 

All  the  time,  he  was  plotting  hi$ 
return  to  the  trucking  industry,  bid 
this  time,  no  Teamsters.  He  woulfi 
run  the  business  on  the  principle  his 
father  had  almost  beaten  into  his  heap 
back  at  that  Pepsi  warehouse:  If,  say, a 
customer  wants  a  3:30  a.m.  pickup] 
give  him  a  3:30  a.m.  pickup;  and  serv^ 
every  town  in  Arkansas  whether  thi 
freight  justified  the  delivery  or  noil 
He  put  up  $1  million  of  his  ow| 
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bney  and  borrowed  another 
00,000  from  his  family.  In  October 
82  Arkansas  Freightvvays  opened 
f  business  with  60  tractors  and  165 
lilers. 

(It  was  a  costly  strategy.  For  the  first 
w  months,  the  firm  lost  $10,000  a 
n  by  making  pickups  and  deliveries 
towns  where  the  amount  of  busi- 
es didn't  yet  justify  the  service.  But 
irrison  never  doubted.  So  while 
her  truckers  competed  on  price 
|me,  Arkansas  Freightways  may 
ye  charged  a  little  more,  but  offered 
bvenience  and  served  places  that 
herwise  might  not  get  service. 


By  July  1983  the  company  was  in 
the  black.  Two  years  later  revenues  hit 
$25  million,  and  the  company  pock- 
eted $500,000  after  taxes. 

As  the  company  grew,  Garrison 
expanded  his  blanket  delivery  policy 
from  Arkansas  into  1 1  other  states. 
And  to  further  satisfy  its  customers, 
Garrison's  firm  became  one  of  the 
first  truckers  to  deliver  on  a  published 
schedule.  Garrison  prints  a  38-page 
service  guide  that  tells  shippers  the 
exact  number  of  days  it  will  take  to 
move  goods  from,  say,  Enid,  Okla.  to 
Decatur,  Ala.  "AF  has  been  coming  in 
and  out  of  here  for  1 1  years,"  says 


Jerry  Coleman  of  Coleman  Heat 
Treating  in  Jacksonville,  Ark.  "And 
there  has  never  been  an  unpleasant 
surprise.  They  say  they'll  be  there  with 
the  goods  and  they  are.  Show  me 
another  trucker  like  that." 

Garrison  keeps  freight  moving  and 
costs  low  by  using  a  combination  of 
the  latest  technology  and  long-term 
employee  incentives.  American 
Freightvvays  was  one  of  the  first  truck- 
ers to  give  each  driver  a  computer  to 
aid  in  plotting  routes  and  inventory 
control.  From  early  on,  Garrison  has 
encouraged  the  drivers  and  dock 
loaders  to  save  money  any  way  they 
can — like  not  idling  their  engines  to 
save  on  fuel. 

One  of  Garrison's  favorite  lines: 
"Don't  treat  people  as  if  they're 
idiots."  His  5,000  workers  seem  to 
appreciate  that  approach.  In  the  last 
two  years,  four  regional  efforts  to 
bring  a  union  to  American 
Freightways  have  been  voted  down  by 
2-to-l  margins.  Says  Jefferson  Jack- 
son, who  drove  nine  years  for  a  union 
trucker,  "American  Freightways 
treats  us  with  respect;  there's  none  of 
that  running  you  off  to  a  grievance 
hearing  or  some  union  bullshit." 

In  addition  to  keeping  his  custom- 
ers and  his  employees  happy,  Garrison 
has  kept  his  investors  happy.  Since  the 
company  went  public  in  1989,  Ameri- 
can Freightways'  shares  have  risen 
sixfold,  to  a  recent  split-adjusted  19. 
Garrison  owns  39%  of  the  company, 
worth  $210  million.  He  may  soon 
become  the  eleventh  member  of  The 
Forbes  Four  Hundred  from  Arkansas. 
This  year  American  Freightways'  rev- 
enues are  expected  to  jump  26%,  to 
$330  million,  with  earnings  rising 
33%,  to  $18  million,  or  63  cents  a 
share.  To  keep  up  the  growth  pace, 
the  firm  is  looking  at  pushing  its 
trucking  line  north,  farther  west  and 
into  the  Midatlantic. 

But  Garrison  himself  won't  follow 
his  trucks.  He  plans  to  stay  close  to 
Harrison,  Ark.,  where  he  still  has 
breakfast  every  morning  at  7  a.m. 
sharp  at  his  favorite  table  in  Harri- 
son's Ramada  Inn.  Over  bran  flakes 
one  morning  this  fall,  he  recalled  a 
lesson  from  his  days  at  Garrison  Mo- 
tor Freight:  "If  you're  dreading 
showing  up  at  work,  then  it's  time  you 
looked  for  another  job."  He's  not 
looking.  m 


rbes  ■  Novembers,  1993 


221 


THE  WORLD'S  BEST  SHALL  COMPANIES 


In  Digi  International,  former  rocket  scientist 

John  Schinas  may  have  created  the  perfect  high-tech 

niche  marketing  company. 

The  tightwad  and 
the  rocket  scientist 


By  Gary  Slutsker 

When  Mykoia  Moroz  was  6  years 
old,  he  says  he  and  his  family  were 
deported  from  their  native  Ukraine  to 
a  Nazi  work  camp.  While  his  mother 
helped  build  Stuka  aircraft  for  the 
Luftwaffe  and  his  father  worked  on  an 
air  raid  cleanup  crew,  little  Mykola 
spent  his  days  scavenging  for  cigarette 
butts,  tobacco  then  being  tradable 
for  bread. 

Helped  by  the  child's  desperate 
scavenging,  the  Moroz  family  sur- 
vived the  war.  Today  little  Mykola 
goes  by  Mike.  He's  56,  lives  in  Min- 
neapolis and  is  chief  executive  of  Digi 
International,  a  computer  network- 
ing company  that  is  expected  to  re- 
port revenues  of  over  $90  million  for 
fiscal  1993  (ended  Sept.  30).  Digi  has 
made  Forbes'  list  of  the  200  Best 
Small  Companies  for  the  fourth  year 
in  a  row;  this  year  Digi  ranks  61st. 

"I  am  living  the  American  dream," 
Moroz  says,  with  a  faint  European 
accent.  This  particular  American 
dream  is  fortified  with  $50  million  in 
cash — a  lot  of  money  for  a  company 
with  assets  of  just  $82  million  and  a 
total  market  capitalization  of  just  over 
$300  million.  Perhaps  remembering 
his  prison  camp  days,  Mike  Moroz 
runs  the  company  as  if  he  still  doesn't 
know  where  his  next  slice  of  bread  will 
come  from. 

From  its  founding  in  1985  until 
two  years  ago,  Digi's  staff  shared  rent- 
ed grimy  $2-a-square-foot  space  in  a 
machine  shop  where  the  heat  came 
from  gas  furnaces  hung  from  the  ceil- 
ing and  oil  dripped  from  overhead 
pipes  onto  engineers'  blueprints. 

Unusual  for  a  technology  compa- 
ny, its  chief  executive  is  neither  an 
engineer  nor  a  marketing  man,  but  a 
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former  purchasing  manager.  There's 
a  sound  reason  for  it.  Moroz's  talents 
nicely  complement  those  of  the  com- 
pany's principal  founder  and  chair- 
man, John  Schinas,  a  former  rocket 
scientist  who  started  Digi  in  1985. 
Knowing  his  limitations,  Schinas 
turned  operations  over  to  Moroz  to 
enable  himself  to  concentrate  on 
products  and  strategy. 

Engineer  Schinas  worked  on  mis- 
sile projects  at  GTE  Sylvania,  helped 
write  software  to  control  the  lunar 
excursion  module  for  the  Apollo 
moonshot  as  a  researcher  at  MIT,  and 
at  Raytheon  wrote  air  traffic  control 
software. 

By  1982  Schinas  felt  his  career  at 
Raytheon  had  stalled.  So  when  a  for- 
mer Raytheon  colleague  asked  him  to 
help  start  a  personal  computer  com- 
pany, Schinas  decided  to  give  it  a  shot, 
and  moved  his  young  family  from  his 
native  Boston  to  Minneapolis.  But 
within  two  years  the  fledgling  com- 
puter venture  had  flopped. 

Casting  about  after  the  failure, 
Schinas  became  convinced  that 
networking  was  the  place  to  be  in 
computing.  In  1985  Novell  and  a  few 
other  companies  had  begun  pioneer- 
ing the  market  for  local  area  networks. 
Schinas  thought  he  could  provide  a 
cheaper  alternative — a  computer 
board  that  allowed  dumb  terminals  to 
run  off  of  a  single  personal  computer, 
just  as  people  used  to  share  minicom- 
puters and  mainframes. 

In  1985  Schinas  raised  $400,000 
by  taking  a  second  mortgage  on  his 
house  and  borrowing  from  acquaint- 
ances. He  then  set  about  designing 
the  hardware  and  software  that  would 
turn  PCs  into  multiuser  systems.  Hav- 


John  Schinas  (left) 
and  Mike  Moroz 
of  Digi 
International 
A  previous 
business  failure 
taught  them  to  be 
tight  with  a  buck. 
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ng  just  come  off  a  business  failure,  he 
new  the  importance  of  keeping  ex- 
ienses  low. 

And  he  knew  from  his  failed  at- 
empt  that  he  needed  a  partner  who 
/ould  watch  costs  while  he  concen- 
rated  on  technology.  He  also  knew 
le  had  to  nurse  his  small  pool  of 
apital.  One  way  to  do  so  would  be  to 
tay  out  of  manufacturing.  He  put 
/loroz  in  charge  of  buying  compo- 
lents  and  contracting  out  the  assem- 
»ly  to  local  firms.  Digi,  in  effect, 
•ecame  a  research  and  development 
irm  with  a  marketing  arm. 

The  timing  was  perfect.  As  personal 


computers — and  later,  worksta- 
tions— became  more  powerful,  they 
began  to  replace  minicomputers  in 
smaller  companies  or  divisions  of 
large  companies.  Instead  of  putting  a 
powerful  PC  on  every  desk,  lots  of 
companies  are  finding  it  pays  to  use 
cheap  video  terminals  and  tie  them  all 
into  a  single  powerful  PC,  or,  today, 
workstation.  Digi  sells  the  circuit 
boards,  jacks,  cabling  and — most  im- 
portant— software  which  enable  this 
sharing  to  take  place. 

Digi  wasn't  the  first  company  to 
get  into  the  so-called  multiuser  PC 
business,  but  its  software  was  better 


than  anyone  else's.  While  Digi's  sales 
and  earnings  have  more  than  dou- 
bled over  the  past  three  years,  its 
chief  competitor,  publicly  held 
Computone  Corp.  (formerly  known 
as  World-Wide  Technology — see 
Forbes,  Aug.  6,  1990),  has  been 
racking  up  losses,  and  sales  have  been 
halved,  to  $23  million.  "Digi  buried 
their  competitors  and  left  them  in  the 
dust,1'  says  William  Blair  &  Co.  ana- 
lyst James  Hickey. 

The  Digiboard  is  now  the  de  facto 
standard  in  the  personal  computer 
industry  for  multiuser  applications. 
IBM,  NEC,  NCR  all  sell  multiuser  per- 
sonal computers  and  workstations  us- 
ing private-label  Digi  hardware  and 
software.  The  telephone  companies 
are  getting  into  the  computer 
networking  game,  and  Digi  now  sells 
equipment  through  Bell  Atlantic  and 
BellSouth. 

So  Schinas  was  as  successful  on  his 
second  try  as  he  was  unsuccessful  on 
his  first.  In  fiscal  1992,  Digi  earned 
$12.5  million,  or  88  cents  a  share,  on 
sales  of  $71  million.  Analyst  Hickey 
expects  Digi  to  report  earnings  of 
$1 .08,  up  23%  for  the  year  just  ended. 

Digi  went  public  in  1989,  at  a  split- 
adjusted  $3.33;  its  Nasdaq-traded 
shares  recently  fetched  $21.50. 
Schinas  owns  a  14%  stake,  worth 
$42.5  million;  Moroz,  who  sold  $1 
million  of  his  stock,  holds  $2  million 
in  stock  and  options. 

But  prosperity  hasn't  spoiled  Digi. 
The  company  moved  its  offices  out  of 
its  oil-stained  machine  shop,  but  only 
to  a  frumpy  1970s- vintage  glass  and 
steel  box  on  a  hill  outside  Minneapo- 
lis, with  a  fishing  pond  out  back. 
Schinas  and  Moroz  picked  it  up  in 
1991,  after  a  bank  had  foreclosed  on 
its  $2.6  million  mortgage.  They  paid 
$900,000. 

With  no  debt  and  $50  million  in 
the  bank,  Schinas  and  Moroz  are  out 
looking  for  acquisitions.  But  these 
days  there  isn't  much  available  to  suit 
their  parsimonious  sensibilities.  Rath- 
er than  overpay,  Moroz  says  the  com- 
pany may  simply  pay  the  cash  out  to 
shareholders  as  a  dividend. 

Moroz  still  lives  in  the  same  house 
he  bought  25  years  ago  and  drives  a 
CMC  Suburban  truck.  "I've  always 
worked  diligently  and  hard  all  my  life. 
This  is  just  an  extension  of  that.  .  .  I 
don't  like  to  spend  money."  Hi 
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Applying  the  lessons  he  learned  scalping  football 
tickets,  Tom  Kartsotis  has  made  a  big  success  selling 
made-in-Hong  Kong  watches. 

Selling  nostalgia 
and  whimsy 


By  William  P.  Barrett 

In  the  early  1980s  Tom  Kartsotis 
was  a  familiar  face  outside  Texas  Sta- 
dium in  suburban  Dallas,  where  he 
hawked  hard -to- get  tickets  for  sport- 
ing events  and  concerts.  He  called 
himself  a  ticket  broker — a  fancy  term 
for  scalper. 

As  it  turned  out,  that  tough  line  of 
work  proved  to  be  a  wonderful  educa- 
tion in  marketing  for  the  Texas  A&M 
dropout.  It  led  him  to  considerable 
wealth  and  to  the  position  of  chair- 
man and  chief  executive  of  Fossil  Inc. 
( 1992  revenues,  $74  million),  a  nine- 
year-old  designer  and  marketer  of 
moderately  priced  watches.  This  year 
the  Dallas-based  company  will  sell 
some  3  million  watches,  retailing  for 
$45  to  $110. 

What  has  ticket  scalping  got  to  do 
with  watches?  More  than  you  would 
think.  Fossil's  business  is  in  so-called 
fashion  watches — timepieces  sold  on 
the  basis  of  style  rather  than  accuracy 
or  expensive  prestige  names.  Fossil's 
watches,  assembled  in  Hong  Kong, 
often  deal  in  nostalgia,  with  designs 
and  packaging  adapted  from  the  For- 
ties and  Fifties.  They  also  capitalize  on 
people's  desire  to  be  different,  with 
whimsical  gimmicks  like  a  sun- 
dial watch,  which  sold  over  250,000 
pieces  at  $16  (retail)  each. 

Capitalizing  on  fads  and  fancies 
requires  agility — just  like  ticket  scalp- 
ing. If  you  are  caught  with  the  wrong 
merchandise,  you  can  lose  it  all.  And 
when  an  item  is  hot,  you  darned  well 
better  have  plenty  of  it.  Fossil  revamps 
its  500-watch  product  line  five  times  a 
year  and  will  produce  over  1,000 
different  watch  models  this  year. 

Move  it  or  lose  it.  Just  like  in  the 
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ticket  scalping  business. 

Fossil's  overhead,  too,  is  rock  bot- 
tom. Forget  about  a  swank  Fifth  Ave- 
nue showroom.  Fossil  works  out  of  a 
collection  of  nondescript  buildings 
on  Dallas'  decidedly  unfashionable 
east  side.  Annual  rent:  well  under  $5  a 
square  foot.  "We're  cheap,"  Kartsotis 
says.  "Besides,  with  fax  machines  it 
doesn't  matter  [where  you  are]  any- 
more. Out  here,  we're  more  in  touch 
with  consumer  patterns."  Faxes  make 
it  easy  to  communicate  over  13  time 
zones  with  the  Far  East. 

Fossil  earned  $7  million,  or  62 
cents  a  share,  last  year.  Sales  and 
earnings  are  expected  to  climb  20% 
this  year.  Since  Fossil  does  little  man- 
ufacturing— it's  mostly  contracted 
out — its  business  is  not  capital-inten- 
sive. When  it  pays,  it  pays  big.  Fossil's 
return  on  equity  has  averaged  over 
100%  for  the  past  five  years.  That 
places  the  company  in  the  number 
three  spot  on  our  list  of  the  200  Best 
Small  Companies  in  America. 

By  1984  Kartsotis,  then  24,  wea- 
ried of  hawking  Dallas  Cowboys  tick-  „ 
ets.  "We  had  a  substantial  share  of  a  | 
market  that  wasn't  growing,"  he  says.  a 
"And  I  didn't  want  to  be  a  30-year- 
old  ticket  scalper."  He  sold  out  to  his 
partner  and  started  looking  for  some- 
thing else  to  do. 

An  older  brother,  Kosta,  was  a  mer- 
chandise executive  at  Sanger  Harris, 
then  a  big  Dallas  department  store 
chain.  Kosta  told  him  about  the  fat 
profit  margins  in  importing  retail 
goods  made  in  the  Far  East  and  espe- 
cially about  the  growing  trend  in 
moderately  priced  fashion  watches 
pioneered   by  Swatch,  the  Swiss- 


RIGHT: 

Fossil  keeps  its 
500-watch  line  fresh 
by  revamping  it  five 
times  a  year 

BELOW: 

Fossil's 

Boris  and  Natasha 
watch 
Gimmicky 
packaging  and 
nostalgic  themes 
move  a  lot  of 
watches. 


owned  brand.  Tom  went  to  Honj 
Kong  and  pondered  a  number  o 
items,  including  stuffed  animals  anc 
toys.  Then  he  followed  his  brother': 
advice  and  settled  on  watches. 

Good    timing:  Battery-operatec 
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lartz  watches  were  becoming  popu- 
",  and  prices  were  coming  down. 
Lacking  much  of  a  fashion  sense, 
irtsotis  hired  Lynne  Stafford,  a 
end  whose  taste  he  admired,  to 
rve  as  his  designer.  She's  still  with 
ti.  To  help  him  line  up  financing 
d  run  the  business  side,  Kartsotis 
rned  to  Alan  Moore,  a  high  school 
end  who  had  a  master's  degree  in 
counting. 

•Putting  up  $200,000  from  his  sav- 
es and  the  sale  of  the  scalping  busi- 
ss,  Kartsotis  enlisted  a  Hong  Kong 
inufacturer  to  produce  1,500 
itches,  which  he  peddled  to  local 
partment  stores  and  boutiques.  To 
fract  more  attention,  he  came  up 
th  the  retro  theme.  Then,  in  1989, 
>ssil  began  packaging  the  watches  in 
iborately   crafted   tin  containers, 


Fossil  watch  designer  Lynne  Stafford 
When  founder  Tom  Kartsotis  needed  a 
designer  for  his  startup,  he  turned  to  the 
most  fashionable  person  he  knew. 


which  further  played  up  the  nostalgia 
angle.  Brother  Kosta,  who  had  joined 
the  company  a  year  earlier,  helped 
push  the  line  into  department  stores 
across  the  country. 

Inspiration  for  new  designs  and 
marketing  gimmicks,  then  as  now, 
came  largely  from  ads  in  the  pages  of 
old  magazines,  like  Life,  Look  and 
Time.  Kartsotis,  who  now  commands 
a  team  of  ten  designers,  still  sends  his 
staff  out  to  flea  markets  and  junk 
shops  scrounging  for  old  magazines. 

Between  1987  and  1989  sales 
jumped  from  $2  million  to  $20  mil- 
lion. Growth  was  assisted  by  liberal 
credit  from  the  company's  Asian 
manufacturers. 

Cashing  in  on  the  success — w  hich 
he  probably  knew  to  be  ephemeral— 
Kartsotis  recruited  Montgomery  Se- 
curities and  J.C.  Bradford  to  take  his 
little  company  public.  In  June  Fossil 
sold  20%  of  its  equity  to  public  inves- 
tors for  $19  million.  Half  the  cash 
went  to  pay  down  the  company's 
debt — mostly  notes  to  sharehold- 
ers— while  the  rest  went  into  working 
capital. 

Since  the  offering,  Fossil's  shares 


have  more  than  doubled,  to  a  recent 
15%,  or  21  times  expected  1993  earn- 
ings. On  paper,  at  least,  Tom  Kartso- 
tis' 44%  stake  in  the  company  is  worth 
$88  million.  Brother  Kosta  owns 
20%,  worth  $40  million.  Alan  Moore 
has  a  16%  stake,  worth  $32  million. 

Did  the  public  buy  in  at  the  peak? 
Quite  possibly.  It's  a  tough  business. 
Swatch,  which  invented  the  moder- 
ately priced  fashion  watch  category 
ten  years  ago,  appears  to  have  slipped 
from  the  number  one  spot  in  the  U.S. 
market,  with  Guess  (made  under  li- 
cense from  the  jeansmaker  by  Timex) 
and  Fossil  now  battling  for  the  lead. 

To  insure  against  the  almost  inev- 
itable drying  up  of  profitability  in  the 
fashion  watch  business,  Fossil  is  hedg- 
ing its  bets.  In  1990  Kartsotis  began 
designing  and  selling  a  line  of  leather 
goods,  which  now  includes  handbags, 
belts  and  wallets.  He  has  started  a 
second,  less  expensive,  watch  brand — 
Relic — to  sell  in  stores  like  Sears  and 
J.C.  Penney.  The  company  is  also 
looking  to  expand  into  the  European 
market. 

But  it's  clear  that  whatever  it  does, 
competition  will  see  to  it  that  Fossil 
doesn't  continue  making  these  as- 
tounding returns  on  its  capital.  So  for 
all  his  success,  Kartsotis  tells  Forbes: 
"•Work,  work,  work.  That's  what  I  do 
these  days."  IBS 
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Bog  Creek  Farm  may  not  be  Yellowstone,  but  the  mere  fact  y 
can  be  here  at  all  is  beautiful  to  contemplate.  It  was  once  one  of  1 


tions  worst  hazardous  waste  sites. 
;  also  one  of  10,000  we  ve  cleaned  up. 


RUST  International  Inc. 

A  WMX  Technologies  Company 


©  |»3  WMX  Trdviolog,,,.  I, 


THE  BEST  SMALL  COMPANIES  IN  AMERICA 

j 

No  other  small  companies  in  America  can  match  the 
profitability  and  the  stamina  of  these  honor  roll  members. 

The  best 
of  the  best 

By  Steve  Kichen 

patient  blood  oxygen,  respiratory  ga 
and  blood  pressure.  Nellcor,  whic) 
was  first  rated  as  one  of  America's  bes 
small  companies  in  1990,  is  making  it 
first  honor  roll  appearance. 

At  the  other  extreme  is  Forest  Lab 
oratories,  Inc.  This  maker  of  brande< 
and  generic  drugs  became  a  best  smai 
company  back  in  1983.  Except  fo 
1988,  it  has  qualified  every  year  sine 
then.  Forest  Laboratories  has  been  si 
successful  that  this  might  be  the  las 
g  time  We'll  call  it  a  small  company 
t  With  revenues  of  $309  million  and 
|  five-year  sales  growth  rate  of  28% 
I  Forest  Labs  appears  headed  towan 
-  the  big  leagues. 


Sinck  Forbks  first  published  a  list  of 
top-ranked  small  companies  back  in 
1980,  nearly  1 ,600  firms  have  been  so 
honored.  For  most  companies,  the 
commendation  is  short-lived:  The  av- 
erage tenure  on  our  list  is  two  years. 

The  following  1 3  firms  have  defied 
the  odds.  Each  has  been  on  our  200 
Best  Small  Companies  list  at  least  four 
times  in  the  last  five  years.  They  also 
show  five-year  and  latest- 12-month 
return  on  equity  of  at  least  12.5%  and 
latest- 12-month  earnings  at  least  10% 
higher  than  last  year's  results. 

One  of  the  winners:  Nellcor  Inc.,  a 
Hayward,  Calif  -based  manufacturer 
of  medical  equipment  that  monitors 


An  honor  well  deserved 


Company 

Years 

—Return  on  equity— 

—5-year  growth- 

Recent 

Value  of 

Chief  executive 

on 

5-year 

latest 

sales 

EPS 

price 

$10,000 

list1 

average 

12  mos 

invested2 

Arnold  Industries 

20.4% 

19.5% 

16% 

11% 

39% 

$26,364 

Edward  H  Arnold 

BMC  Software 

i ! 

31.4 

31.5 

43 

53 

56% 

91,419 

Max  P  Watson  Jr 

DH  Technology 

17.7 

14.6 

16 

10 

15 

26,667 

William  H  Gibbs 

Forest  Laboratories 

10 

13.5 

14.2 

28 

24 

38% 

32,396 

Howard  Solomon 

Frontier  Insurance  Group 

7 

19.5 

19.6 

28 

19 

471/s 

64,396 

Walter  A  Rhulen 

Heartland  Express 

7 

23.1 

24.7 

28 

24 

29'/2 

56,189 

Russell  A  Gerdin 

International  Recovery 

4 

17.8 

16.6 

42 

23 

141A 

12,955 

Ralph  R  Weiser 

Maxim  Integrated  Products 

4 

19.1 

23.9 

30 

31 

38 

59,608 

John  F  Gifford 

MS  Carriers 

4 

14.1 

16.9 

27 

10 

25 

32,258 

Michael  S  Starnes 

Nellcor 

4 

13.8 

16.3 

18 

22 

19% 

13,361 

C  Raymond  Larkin  Jr 

Nichols  Research 

5 

14.3 

15.6 

30 

18 

12% 

25,432 

Chris  H  Horgen 

Sbarro 

4 

19.1 

19.8 

20 

23 

39% 

28.727 

Mario  Sbarro 

Tootsie  Roll  Industries 

8 

17.6 

18.6 

15 

16 

75% 

28,374 

Melvin  J  Gordon 

1  On  the  200  Best  Small  Companies  list  since  1980.    2  On  Oct.  14,  1988 


A 1988  investment  of  $130,000  in  these  honor  roll  companies  would  have  grown  to  $498,145  (excluding  dividends), 
Invested  in  the  S&P  500,  the  same  amount  would  have  yielded  only  $217,206. 
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The  Indy  500,000. 


Every  night,  over  five  hundred  thousand  pounds 
packages  race  through  our  brand  new  Indianapolis 

hub,  the  central  facility 
for  Express  Mail? 

The  action  begins 
after  midnight,  when 
dozens  of  Postal  Service 
jets  converge  on  our 
central  facility,  bearing 
ackages  from  across  the  country.  Their  cargo  is 
viftly  removed,  sorted,  and  reloaded;  by  3  a.m.,  the 
st  jet  has  sped  off  into  the  night. 


Short  hours  later,  the  overnight  race  has  run  its 
course  and  the  Express  Mail  packages  reach  their  final 
destinations.  Tracked,  traced  and  guaranteed. 

If  you'd  like  to  see  how  fast  Express  Mail  can 
move,  you  don't  have  to  go  to  Indianapolis. 
Call  1 800  THE-USPS  ext.  469 
for  a  free  Express  Mail 
Starter  Kit.  From  just  $9.95, 
it  should  be  just  your  speed. 

When  you  want  it 
overnight,  guaranteed,  we 
deliver  for  you. 


United  States  Postal  Service 


993  U  S  Postal  Service 


We  Deliver  For  You. 


Picking  America's 
best  small  companies 


This  year's  eclectic  crop  of  dynamic  small  companies  between  $5  million  and  S350  million;  the  five-year  avei 

includes  a  manufacturer  of  snowmobiles  and  jet  skis  age  return  on  equity  had  to  be  at  least  10%.  We  eliminate 

( Arctco),  a  Boston  operator  of  Italian  restaurants  ( Bertuc-  firms  that  grossly  underperformed  the  overall  stock  markc 

ci's)  and  dozens  of  medical  and  computer  technology  over  the  past  12  months  or  had  recent  profit  downturns 
outfits.  What  do  all  these  firms  have  in  common?  Each        Our  principal  data  source  is  William  O'Neil  &  Cc 

passed  more  than  a  dozen  strict  tests.  Earnings  estimates  and  some  performance  informatio 

Among  our  criteria:  Latest- 12 -month  sales  had  to  be  come  from  the  Institutional  Brokers  Estimate  System. 


— Rank— 
this  last 
year  year 

Company                      Return  on  equity 
business                      5-year  latest 
average  12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/ 
equity 

Recent 
price 

YTD 

price 
change 

Market 
value1 
($mil) 

Latest  12  mos 
EPS  P/E 

Est 
1993 
EPS 

1  *\ 

■ 

Lone  Star  Steakhouse  &  Saloon  100.0+% 
steak  restaurants 

18.3% 

85% 

$74 

$11.4 

0% 

26 

38.2% 

$877 

$0.36 

72.2 

$0.46 

■ 

Nautica  Enterprises  100.0+ 
men's  apparel 

21.3 

14 

176 

12.6 

28% 

86.9 

202 

1.60 

17.8 

1.60 

3 

■ 

Fossil  100.0+ 
fashion  wristwatches 

57.7 

51 

85 

8.7 

6 

16% 

NA 

212 

NA 

NA 

0.74 

4 

■ 

Roper  Industries  90.7 

33.7 

40 

110 

13.6 

70 

35V8 

290.3 

513 

0.94 

37.4 

1.26 

pumps,  valves  &  controls 

5 

■ 

DIY  Home  Warehouse  841 

warehouse-format  home-improvement  centers 

49.1  48 

77 

2.3  35 

13 

NA 

95 

NA 

NA 

0.50 

6 

■ 

Southern  Electronics  65.0 
distributes  microcomputers  &  peripherals 

57.8 

41 

250 

8.4 

12 

12 

-10.0 

85 

1.13 

10.6 

1.312 

7 

■ 

Apple  South  64.1 
largest  operator  of  Applebee's  restaurants 

31.0 

55 

122 

5.7 

70 

21 

117.2 

327 

0.38 

55.3 

0.44 

8 

■ 

Aames  Financial  57.4 

mortgage  brokerage  &  servicing 

41.2 

41 

31 

5.0 

10 

8% 

12.7 

52 

1.13 

7.9 

1 182 

9 

■ 

Taco  Cabana  48.4 
Texas-based  casual  Mexican  restaurants 

12.6 

60 

75 

4.5 

5 

27% 

38.4 

249 

0.64 

43.0 

0.83 

10 

5 

Zoom  Telephonies  45.2 
fax/modems  &  communications  software 

38.3 

91 

52 

4.4 

20 

12 

-30.4 

72 

0.75 

16.0 

085 

11 

■ 

Schuler  Homes  44.8 

23.5 

79 

110 

20.2 

20 

27% 

69.5 

555 

1.01 

27.5 

1.35 

home  builder  in  Hawaii 

Stock  prices  as  of  Oct.  8.   ■  Not  on  last  year's  list.    'Includes  all  share  classes.   21994  estimate.    NA:  Not  available  or  not  applicable. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 
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— Rank— 
this  last 
/ear  year 

Company                      Return  on 
business  5-year 
average 

equity 
latest 
12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/' 
equity 

Recent 
price 

YTD 

price 
change 

Market 
value1 
($mil) 

Latest  12  mos 
EPS  P/E 

Est 
1993 
EPS 

12 

■ 

Franklin  Quest  42.5% 

time  management  books,  software  &  services 

26.5% 

107% 

$154 

$21.9 

12% 

26% 

32.1% 

$527 

$1.03 

25.5 

$1.08 

13 

f 

Physicians  Health  Services  41.9 
health  maintenance  organizations  in  New  York 

39.3  45 
&  Connecticut 

279 

10.1 

20 

im 

NA 

153 

NA 

NA 

1.21 

14 

6 

Intergroup  Healthcare  39.2 
health  maintenance  organization 

31.9 

86 

345 

17.4 

14 

37 

41.0 

363 

1.80 

20.6 

1.86 

15 

■ 

Bed  Bath  &  Beyond  39.0 
bedding  &  housewares  stores 

34.8 

18 

258 

19.0 

38 

m 

75.7 

1,097 

0.57 

57.0 

0.61 

16 

■ 

Copley  Pharmaceutical  37.3 
generic  &  over-the-counter  pharmaceuticals 

24.7 

49 

73 

16.0 

10 

49% 

108.7 

901 

0.91 

54.7 

0.94 

17 

10 

American  Power  Conversion        36.5        47.7  60 
manufactures  uninterruptible  power  supplies  for  computers 

198 

36.2 

12 

20 

42.9 

1,784 

0.40 

50.0 

0.49 

18 

■ 

United  American  Healthcare       36.1        23.1  82 
management  &  consulting  services  to  health  care  providers 

29 

4.7 

17 

10% 

12.0 

68 

0.73 

14.7 

0.892 

19 

8 

Outback  Steakhouse  35.7 
steak  restaurants 

21.4 

96 

221 

198 

3 

35 

20.7 

925 

0.73 

48.0 

0.83 

20 

■ 

R&B                                 35.6         17.4        48  57 
designs,  manufactures  &  distributes  replacement  automotive  &  marine  parts 

4.2 

15 

10% 

51.9 

69 

0.63 

16.3 

0.69 

21 

7 

Zebra  Technologies  35.5 
bar  code  label  printers  &  supplies 

34.0 

33 

71 

14.3 

1 

47 

95.8 

564 

1.20 

39.2 

1.37 

22 

17 

Stephan  35.2 

hair  care  &  personal  grooming  products 

39.0 

75 

15 

2.6 

16 

17% 

7.6 

57 

0.82 

21.7 

NA 

23 

■ 

Sierra  Health  Services  34.7 
health  maintenance  organization  in  Nevada 

36.3 

49 

249 

15.4 

18 

18 

-16.8 

222 

1.27 

14.2 

1.38 

24 

■ 

NCI  Building  Systems  34.4 
building  materials  made  from  metal 

25.0 

20 

118 

5.3 

10 

18 

107.7 

110 

0.83 

21.7 

0.92 

25 

■ 

Speizman  Industries  32.6 

industrial  knitting  machines 

89.1 

30 

40 

2.4 

38 

12V2 

354.6 

25 

1.03 

12.1 

0.802 

26 

20 

Mercury  Finance  32.4 
consumer  financing  for  purchases  of  used  cars 

40.8 

35 

163 

59.1 

28 

20 

79.3 

2,310 

0.51 

39.2 

0.53 

27 

■ 

Adobe  Systems  32.2 
graphics  software  &  computerized  type  fonts  & 

22.1        17  298 
font-management  software 

49.7 

1 

19% 

22.2 

865 

1.08 

17.8 

1.14 

28 

■ 

Score  Board  31.8 
sports  trading  cards  and  memorabilia 

32.5 

131 

96 

9.3 

38 

31 

63.2 

163 

1.75 

17.7 

1.98 

29 

15 

BMC  Software                      31.4  31.5 
communications  &  database  integration  software 

53 

253 

70.4 

0 

56% 

-22.2 

1,482 

2.68 

21.0 

3.17 

30 

24 

Utah  Medical  Products  31.4 
medical  devices  used  m  obstetrics,  gynecology 

29.9  49 
&  critical  care 

38 

7.5 

0 

8% 

-28.1 

101 

0.63 

13.9 

0.68 

31 

14 

Medicus  Systems  31.3 

software  for  the  health  care  industry 

31.2 

80 

27 

2.8 

4 

14 

33.3 

73 

0.52 

26.9 

0.68 

32 

■ 

Interlinq  Software  30.9 

PC-based  software  for  mortgage  ienders 

84.8 

170 

15 

2.5 

24 

m 

NA 

46 

NA 

NA 

0.532 

tock  prices  as  of  Oct.  8.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.  21994  estimate.  NA:  Not  available  or  not  applicable. 
ources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 
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—Rank— 
this  last 
year  year 

Company                       Return  on  equity 
business                      5-year  latest 
average  12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/ 
equity 

Recent 
price 

YTD 
price 
change 

Market 
value' 
($mil) 

Latest  12  mos 
EPS  P/E 

Est 
199 
EPS 

oo 

n 

Homecare  Management            30.8%  26.9% 
drug  therapies  &  home  infusion  services 

98% 

$31 

$2.6 

5% 

11 

-20.0% 

$69 

$0.44 

25.0 

HI 

34 

Supreme  International              29.9  64.5 
designs,  imports  &  markets  men's  apparel 

107 

40 

2.4 

2 

10'/« 

NA 

38 

NA 

NA 

HI 

00 

SciMed  Life  Systems               29 .5  31.8 
disposable  products  &  supplies  for  cardiac  care 

92 

251 

58.9 

0 

48% 

-18.2 

732 

3.84 

12.6 

$42 

ou 

% 

State  Of  The  Art                     29.5        19.1  35 
PC  accounting  &  financial  management  software  for  businesses  & 

25 

individuals 

5.3 

5 

10  Vk 

36.7 

90 

0.59 

17.4 

0.6! 

37 

Callaway  Golf                       28.5  57.5 
premium-priced  golf  clubs 

230 

187 

28.6 

7 

61% 

255.4 

1,007 

1.78 

34.7 

2.0, 

38 

American  List                       28.2  31.8 
student  mailing  lists 

12 

11 

3.8 

3 

15Vs 

8.0 

63 

0.91 

16.6 

Ni 

39 

■ 

Megahertz                           27.8  382.4 
fax/modems  for  portable  computers 

71 

54 

7.8 

3 

14'/4 

192.0 

254 

0.52 

27.4 

0.9' 

40 

41 

K-Swiss                             27.6  21.3 
athletic  shoes 

38 

140 

11.4 

3 

21'/s 

-4.0 

138 

1.73 

12.2 

1.8 

41 

26 

Concord  EFS                        27.5        24.6        32         71  9.7 
equipment  &  services  for  check  &  credit  card  authorization  &  electronic  funds  transfer 

0 

23'/2 

-20.3 

240 

0.89 

26.4 

1.0 

42 

28 

US  Robotics                        27.1  24.4 
fax/modems  &  communications  software 

80 

151 

14.6 

1 

32% 

59.8 

364 

1.26 

26.0 

1.3 

43 

■ 

Arrow  International                 27.0  28.2 
central  vascular  access  catheterization  products 

23 

150 

23.6 

11 

23 

-8.9 

514 

1.06 

21.7 

1.3 

44 

■ 

Res-Care                            26.9  23.4 
residence  support  services  for  the  mentally  retarded 

32 

96 

4.2 

5 

15 

22.5 

94 

0.77 

19.5 

0.7 

45 

■ 

SPS  Transaction  Services          26.3  30.7 
electronic  credit  transaction  processing  services 

123 

187 

26.4 

0 

58% 

35.5 

792 

1.97 

29.8 

2.1 

46 

■ 

Electronic  Information  Systems    26.2  26.0 
call  center  telecommunications  systems 

52 

30 

3.9 

0 

11% 

28.8 

60 

0.70 

16.8 

0.7 

47 

■ 

TRM  Copy  Centers                  26.2  15.7 
installs  &  supports  self-service  photocopy  machines 

47 

31 

3.3 

0 

IIV2 

-11.5 

73 

0.48 

24.0 

0.5 

48 

28 

Ballard  Medical  Products           26.1        32.3        43         61         17  5 
disposable  equipment  for  providing  critical-care  patients  with  mechanical  ventilation 

0 

17% 

-23.0 

460 

0.64 

27.5 

0.6 

49 

■ 

USA  Truck                          25.6  20.6 
truckload  shipper  east  of  the  Rockies 

49 

70 

5.1 

28 

27% 

37.7 

134 

1  05 

26.6 

1.0 

50 

27 

Monro  Muffler  Brake               25.5  20.7 
automotive  repair  shops  specializing  in  mufflers  &  brakes 

37 

82 

6.5 

72 

13% 

2.8 

82 

0.94 

14.8 

1.0 

51 

■ 

Analysts  International               25.4  26.1 
consulting  &  programming  services 

12 

160 

8.3 

0 

21 

24.8 

148 

1.15 

18.3 

1.3 

52 

■ 

American  Medical  Response        25.3  20.8 
national  provider  of  ambulance  services 

53 

134 

7.4 

23 

27 

37.6 

303 

0.75 

00. U 

0.8 

53 

■ 

Waterhouse  Investor  Services       25.3  68.3 
discount  securities  brokerage 

164 

84 

14.4 

2 

49'/s 

199.5 

298 

2.35 

20.9 

HI 

Stock  prices  as  of  Oct.  8.    ■  Not  on  last  year's  list.    'Includes  all  share  classes.    21994  estimate.  NA 

Sources:  William  O'Neil &  Co.;  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 

Not  available  or  not  applicable. 
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including  design. 
4  1,000  JOBS     R&D,  manufacturing 
marketing 
and  dealerships. 


50  JOBS 


FROM  our  American  research  and  design  centers  to  our  U.S.  manufacturing  plants,  Toyota 
is  committed  to  job  growth  in  all  the  communities  where  we  operate.  Our  more  than 
$5  billion  investment  in  America  is  paying  off  in  the  form  of  thousands  of  jobs  right 
across  the  country.  It's  an  investment  in  people  and  that's  an  investment  in  the  future. 

Investing    in    t h e    thin g s    we    a l l     c are    a b o u t . 


TOYOTA 


For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,    9  West  57th  Street,   Suite  4900,  New  York,   NY  10019. 


-   .  ■     -  , 

"Capacity. 
You  Can't  Have  Too  Much  Of  It." 


Offer  depth  and  breadth  of  services,  backed  by  capital 
strength  and  professionalism.  Apply  them  to  maximum  advantage 
in  the  client's  best  interests.  That's  capacity. 

With  Chemical's  increasing  capital  strength,  upgrades  in  our 
credit  ratings,  and  our  formidable  market  presence,  our  capacity  to 
serve  clients  has  expanded  even  more. 


At  Chemical  our  capacity  supports  our  goal:  to  be  the  b 
broad-based  financial  institution,  a  leader  in  our  chosen  mar. 
We  dedicate  all  our  skills  and  strengths  to  building  strong  an 
mutually  valuable  relationships  with  our  clients— as  banker, 
advisor,  and  trading  and  investment  partner. 

Our  broad-based  approach  produces  results.  For  examf 


Chemical 


6  1993  Chemical  Banking  Corporation 


rst  in  the  world  in  loan  syndications,  thanks  to  structuring 
se  and  our  strong  emphasis  on  distribution.  As  a  natural 
on  of  these  strengths,  Chemical  Securities  Inc.  can 
iderwrite  and  deal  in  all  types  of  debt  securities  in  the 
I  States,  including  corporate  bonds, 
hemical  also  has  leadership  positions  in  trading,  treasury, 


corporate  finance,  operating  services  and  capital  markets  activities 
worldwide.  And,  at  a  time  when  others  have  retreated  from  inter- 
national arenas,  we  have  a  global  network  across  35  countries. 

Our  growing  capacity  has  demonstrably  increased  our 
usefulness  to  our  clients.  If  you'd  like  to  test  it,  we'd  like  to 
hear  from  you. 


Expect  more  from  us; 


Chemical  Securities  Inc. -Member  SIPC 


THE  BEST  SMALL  COMPANIES  IN  AMERICA 


— Rank— 
this  last 
year  year 

Company                       Return  on  equity 
business                      5-year  latest 
average  12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/ 
6C|uity 

Recent 
pric6 

YTD 

price 
change 

Market 
value' 
($mil) 

Latest  12  mos 
EPS  P/E 

Est 
199; 
EPS 

54 

■ 

Davidson  &  Associates  25.1% 

Math  Blaster  &  other  educational  software 

28.5% 

'  29% 

$C1 

JO  I 

$A  A 

VI. 4 

22% 

20V4 

NA 

$336 

MA 

m 

MA 

NA 

$0.39 

55 

25 

Digi  International                  25.1        23.8  48 
data  communications  hardware  &  software  for  microcomputers 

oc 

00 

1  A  0 

14.3 

0 

21V2 

-9.0% 

304 

tl  00 

■M-Uo 

00  0 

2U.9 

108 

56 

64 

Electronic  Arts                     25.1  30.2 
computer  games  for  Sega  Genesis,  Super  Nintendo  &  PCs 

71 

o7o 

00  A 

00.4 

0 

35% 

70.9 

1,638 

0  70 

(J. /(J 

CO  A 

0U.4 

085 

57 

■ 

Stein  Mart  24.8 
apparel  stores  m  the  South 

29.3 

18 

ono 
duo 

1 A  7 

14./ 

0 

23 

22.1 

518 

0  C7 

U.O/ 

OA  0 

34.0 

0.74 

58 

■ 

On  Assignment                    24  4  32.6 
temporary  employment  services  for  professionals 

48 

oc 

00 

0  0 

Li 

0 

10 

-9.1 

43 

0  Al 

U.4/ 

01  0 

0.50 

59 

A  A 

44 

Nature's  Sunshine  Products  24.2 
vitamins  &  other  nutritional  products 

27.7 

16 

1  1C 

lib 

c  c 
b.b 

0 

11 'A 

-21.1 

125 

0  CO 

1 Q  0 

18.0 

0.65 

60 

■ 

Pacific  Physician  Services         24.2        19.9  51 
health  maintenance  organization  &  physician  management  services 

101 

lol 

C  1 

b.l 

4 

19V2 

53.9 

242 

0  R7 

U.O; 

OA"  0 

347 

0.68 

C  i 

bl 

■ 

Ag  Services  of  America             23.7  18.3 
agricultural  supplies  &  financial  services  to  farmers 

Zo 

CO 

bo 

0  0 

L.L 

2 

16% 

8.1 

29 

1  10 

1.13 

1 A  1 
14.1 

1.25 

CO 

b2 

A 7 

4/ 

Fastenal  23.6 
retails  fasteners  &  construction  materials 

26.0 

jU 

00 
30 

1 0  0 

1U.U 

3 

28 

34.9 

531 

0  CO 
I). 00 

CO  Q 

0.63 

CO 

bo 

■ 

SSE  Telecom  23.5 
satellite  telecommunications  equipment 

30.6 

0/ 

00 

to 

1  c 
1.0 

20 

12V4 

188.2 

55 

0  00 
U7B 

A"i  Q 
40.0 

NA 

CA 

b4 

AC 

4b 

Bridgford  Foods  23.3 
makes  &  distributes  snacks  &  frozen  foods 

22.8 

17 

ioa 
1U4 

c  c 
0.0 

0 

12% 

-25.0 

120 

0  CQ 

U.oo 

00  0 

0.70 

cc 
fab 

■ 

Insurance  Auto  Auctions  23.3 
auctioneer  of  wrecked  automobiles 

12.4 

66 

01 

c  c 
0.0 

2 

38 

65.2 

352 

0  CQ 

U.bo 

CC  0 
00.3 

0.80 

cc 

DO 

■ 

Steck-Vaughn  Publishing  23.3 
educational  materials  &  books 

32.9 

28 

CO 

OU 

Q  C 

o.o 

10 

11% 

NA 

169 

MA 

MA 
NA 

NA 

C7 
0/ 

45 

Heartland  Express  23.1 
motor  carrier  of  genera!  commodities  in  48 

24.7 
states 

24 

1  07 

107 

1  0  0 

0 

29V2 

-14.5 

295 

1  00 
1.C3 

00  0 

1.35 

CO 

Do 

■ 

DF&R  Restaurants  22.8 
American  &  Mexican-style  restaurants 

13.5 

46 

AO 

4o 

0  7 

S.I 

7 

21 

NA 

112 

MA 

NA 

MA 
NA 

0.85 

CO 

GBC  Technologies                 22.8  16.6 
wholesaler  of  microcomputer  network  equipment 

62 

1  00 

109 

0  1 

2.1 

0 

12V4 

-12.5 

35 

0  07 

U.o/ 

1 A  1 

14.1 

0.85 

/U 

■ 

Coastal  Healthcare  Group  22.7 
health  care  management  &  services 

23.4 

77 

321 

12.4 

15 

28% 

1.3 

385 

0  oc 
U.9b 

00  Q 
^3.0 

1.09 

71 

■ 

Arctco  22.2 
Arctic  Cat  snowmobiles  &  jet  skis 

20.7 

14 

205 

19.5 

1 

251/4 

102.0 

491 

1.00 

25.3 

1.20 

72 

42 

Tecnol  Medical  Products  22.2 
orthopedic  &  disposable  medical  products 

21.1 

29 

83 

13.6 

6 

14% 

-21.0 

290 

0.69 

21.4 

0.73 

73 

81 

Xilinx  22.1 
programmable  logic  chips  &  software 

24.5 

63  . 

193 

30.2 

3 

46  Ve 

82.7 

1.034 

1.27 

36.3 

1.58 

74 

■ 

Green  Tree  Financial  21.7 
mortgage  financing  &  servicing 

30.6 

41 

283 

91.3 

99 

56% 

136.5 

1,876 

2.95 

19.2 

330 

Stock  prices  as  of  Oct.  8.    ■  Not  on  last  year's  list.    'Includes  all  share  classes.    J1994  estimate.  NA 
Sources:  William  O'Neil  &  Co.:  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 

Not  available  or  not  applicable. 
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Your  demand  for  a  first-class  ticket  to  Milan.  Pronto. 
Not  Overlooked. 

Youx  desire  for  trousers  pressed  to  military  standards.  On  the  double. 

Not  Overlooked. 

Your  craving  for  NewY^rk  steak  with  hand-cut  fries.  At  1:30  a.m. 

Not  Overlooked. 

and 

Above, 

an  example  of  some  things  we  admittedly  overlook. 


You  ve  never  experienced  anything  quite  like  it. 
Even  in  Newport. 


FourSeasonsHotel 

NEW  YORK 

57  EAST  57TH  STREET  BETWEEN  MADISON  AND  PARK 
PHONE  (2121 758-5700  OR  YOUR  TRAVEL  COUNSELOR 


THE  BEST  SMALL  COMPANIES  IN  AMERICA 


— Rank— 
this  last 
year  year 

Company                       Return  on  equity 
business                      5-year  latest 
average  12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/ 
equity 

Recent 
price 

YTD 
price 
change 

Market 
value1 
($mil) 

Latest  12  mos 
EPS  P/E 

Est 
1993 
EPS 

75 

86 

Input/Output                        21.5%      21.1%   '  54%  $60 
instruments  to  measure  seismic  data  for  locating  potential  oil  &  gas  deposits 

$10.1 

1% 

23V4 

116.3% 

$174 

$1.35 

17.2 

$1.43 

76 

■ 

Integrated  Circuit  Systems  21.5 

designs,  manufactures  &  markets  standard  & 

77.4       156         75  11.3 
application-specific  integrated  circuits 

1 

16V4 

-16.7 

165 

1.15 

14.1 

IM 

77 

60 

Total  System  Services  21.4 
bank  card  data  processing  services 

22.7 

16 

146 

19.5 

12 

31% 

121.7 

1,026 

0.62 

51.4 

0.64 

78 

68 

Buffets  213 

buffet-style  family  restaurants 

24.7 

37 

285 

17.1 

17 

23% 

42.2 

715 

0.58 

40.3 

0.65 

79 

■ 

Eaton  Vance  21.3 

mutual  fund  management  &  distribution 

36.2 

22 

180 

28.0 

79 

36% 

20.5 

333 

3.29 

11.2 

3.07 

80 

■ 

Atlantic  Southeast  Airlines  21.2 
commuter  airline  in  tbe  southeast 

21.9 

29 

255 

39.2 

82 

29 

32.6 

996 

1.15 

25.2 

1.42 

81 

76 

Gainsco  21.2 
property  &  casualty  insurance 

25.3 

30 

86 

13.9 

12 

123/e 

-3.4 

218 

0.77 

16.1 

0.85 

82 

43 

Jean  Philippe  Fragrances           21.2  28.6 
manufactures  &  markets  clones  of  designer  fragrances 

42 

54 

5.3 

4 

15 

20.0 

147 

0.58 

25.9 

0.62 

83 

■ 

Broderbund  Software              21.1  30.9 
Carmen  Sandiego  &  other  educational  software 

30 

96 

13.6 

0 

48% 

14.7 

462 

1.36 

35.9 

1.33 

84 

■ 

Mylan  Laboratories  21.1 
generic  drugs 

25.5 

27 

232 

75.4 

2 

28% 

-8.3 

2,281 

0.99 

29.2 

1.15 

85 

■ 

Men's  Wearhouse  21.0 
men's  apparel  stores 

17.5 

15 

195 

6.7 

23 

27% 

146.0 

337 

0.59 

47.3 

0.67 

86 

51 

Progress  Software  210 

developer  &  end-user  software  services 

22.1 

51 

104 

11.8 

0 

58% 

1.5 

352 

1.84 

31.8 

1.99 

87 

73 

Rotech  Medical  21.0 
home  infusion  &  respiratory  therapies 

29.3 

123 

48 

5.1 

6 

12% 

-8.0 

94 

0.77 

16.7 

0.99 

88 

■ 

Claire's  Stores  20.7 
retailer  of  women's  fashion  accessories 

23.3 

9 

263 

17.9 

13 

15% 

23.3 

327 

0.88 

18.0 

1.03 

89 

75 

Paychex  20.7 
payroll  accounting  services 

25.6 

19 

198 

21.8 

1 

33% 

43.6 

1,005 

0.73 

46.2 

0.85 

90 

72 

Craftmade  International  20.5 
ceiling  fans  &  lighting  fixtures 

33.0 

43 

28 

1.7 

1 

10'/2 

55.6 

36 

0.48 

21.9 

0.68: 

91 

59 

Haemonetics  20.5 
automated  systems  for  collection,  processing 

20.8        19  226 
i  surgical  salvage  of  blood 

26.4 

8 

22% 

-12.7 

642 

0.93 

24.6 

1.07 

92 

65 

Arnold  Industries                   20.4  19.5 
truckload  &  less-than-truckload  transporter  in  Northeast 

11 

&  South 

249 

26.5 

0 

39% 

19.0 

530 

2.00 

19.9 

2.15 

93 

■ 

GenCare  Health  Systems  20.4 
health  maintenance  organization 

28.7 

74 

179 

13.8 

0 

26% 

13.8 

286 

1.29 

20.7 

140 

94 

■ 

O'Reilly  Automotive  20.4 
auto  parts  stores 

26.1 

35 

124 

7.6 

43 

24% 

NA 

213 

NA 

NA 

0.95 

95 

■ 

Life  USA  Holdings  20.2 
life  insurance 

35.1 

63 

175 

13.8 

21 

18% 

69.7 

364 

0.87 

21.7 

0.66 

s  't&S'.  >  h^Ss^J  Stock  prices  as  of  Oct.  8.    ■  Not  on  last  year's  list.    'Includes  all  share  classes.    21994  estimate. 

j^y&ij*  Sources'  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 


NA:  Not  available  or  not  applicable. 
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Considering  how  our  phone 
systems  affect  revenues, 
perhaps  we  should  consider 
a  new  design. 

How  would  you  like  a  phone         Lost  customer  calls  are  being 
ystem  that's  designed  not  only  for       recovered.  And  the  sales  just  keep 
naking  calls,  but  for  '  


rolling  in. 


business.  Find  out  how  it  all  works. 
Then  we  develop  a  customized 
solution  that  helps  your  business 
work  faster  Leaner.  More  profitably. 

Call  us  at  I-800-ROLM-I23to 
learn  more.  We'll  send  you  a  free 
video  featuring  a  number  of  ROLM 


naking  money?  One  that 
sts  you  pick  up  any  line, 
;ven  your  bottom  line? 

Sound  interesting? 
"hen  a  ROLM  system 


ROLM  is  part  of  the 
Siemens  family. 

The  world's  largest 
private  communication 
systems  manufacturer 


business  success  stories. 

Once  you  see  for  yourself  how 
our  phone  systems  are  ringing  up 
than  other  PBX  vendors.     sales,  we're  sure  you'll  find  our 
We  can.  But  we  also  design  is  just  fine  as  is. 


It's  not  simply  that 
ROLM  can  offer  more 
sophisticated  features 


vill  sound  downright  fascinating. 

In  the  case  of  C.R.  England  & 
ions,  Inc.  trucking  company,  ROLM 
lelped  them  haul  in  a  26%  increase 
i  annual  revenues.  Then  there's 
\cme  Premium  Supply  Company. 
\  ROLM  system  supplied  them  with 
i  25%  increase  in  annual  sales. 

With  customer  after 
:ustomer,  we  hear  the  same 
tory  They  can  handle 
nore  calls  in  less 
ime  without 
iddmg  people. 


take  a  more  intelligent  approach  to 
putting  those  features  together.  We 
take  time  to 


A  Siemens  Company 


—Rank— 
this  last 
year  year 

Company                       Return  on  equity 
business                      5-year  latest 
average  12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/ 
-  equity 

Recent 
price 

YTD 
price 
change 

Market 
value1 
(3>mil) 

Latest  12  mos 
EPS  P/E 

Est 
1993 

CDC 

96 

■ 

Parametric  Technology             20.2%      46.3%  -  114%    $142  $36.4 
develops  &  markets  software  tor  computer-aided  design,  engineering  &  manufacturing 

I  /o 

4U  /2 

59  8% 

V  I8fi 

$0.64 

63.3 

tf)  7? 

97 

■ 

Eskimo  Pie                         20  1  28.5 
ice  cream  bars  &  desserts 

40 

66 

4.8 

1 

1 

183/. 
10/4 

11  Q 

fi8 

00 

1.32 

14.2 

1  W 

l-JO 

98 

48 

Vicor                               20 1  14.7 
power  systems  for  computers  &  electronic  equipment 

52 

72  y 

13.0 

1 

1 

10/2 

J.O 

Tin 

JJU 

0.60 

27.5 

U.00 

99 

■ 

Catalina  Marketing                  20.0  29.5 
marketing  &  promotional  services  to  retailers 

173 

74 

8.7 

n 

A]  '/•> 

41/2 

8  5 

O.J 

W7 

0.85 

48.8 

1  V 

1.0/ 

100 

117 

Cordis                               20.0        20.7        46  256 
angioplastic  equipment  &  diagnostic  devices  for  cardiology  &  neurology 

29.1 

i 

j  j  /a 

7  fl 

Jul 

2.00 

17.6 

9  V 

L.JL 

101 

57 

IMRS                                20.0  17.5 
PC-network-based  business  information  software 

82 

61 

5.8 

j  i 

LL  /4 

8  1 

157 
i  j/ 

0.78 

29.2 

1  Oft 
1  Uu 

102 

110 

Linear  Technology                  19.9        22.4       37  151 
designs,  manufactures  &  markets  high-performance  linear  integrated  circuits 

36.4 

n 
u 

95  5 

1  n5 

0.99 

32.3 

1  28 

103 

■ 

Dames  &  Moore                    19  8  19.1 
engineering  &  consulting  services 

24 

252 

24.0 

u 

10/8 

7  ] 

4c0 

1.07 

17.6 

1  91 

104 

■ 

Southwest  Securities  Group        19.8        31.4  55 
securities  transaction  processing,  brokerage  &  investment  banking 

91 

10.7 

j/ 

19  V* 

\L  /2 

il  1 

4/.1 

1U4 

1.51 

8.3 

1  5fl 

105 

■ 

Acordia                              19.7  17.7 
insurance  brokerage 

14 

218 

22.1 

l 
i 

9K 

CO 

90  q 

L\l.  J 

JJj 

1.68 

15.5 

1  85 

1  ,OJ 

106 

■ 

Healthsource                       19.6  17.3 
health  maintenance  organization 

45 

235 

20.6 

1 

40 

9(1 1 
ZU.j 

57A 

0/4 

,  1.66 

27.7 

1  Q9 

L.JL 

107 

66 

Frontier  Insurance  Group           19.5  19.6 
specialty  property  &  casualty  insurance 

19 

141 

21.0 

\i 
m 

4/  /8 

1Q  9 

jj7 

2.91 

16.2 

1  IK 
J.1D 

108 

52 

Vitalink  Pharmacy  Services         19.5  14.9 
operates  pharmacies  in  hospitals  &  nursing  facilities 

44 

76 

7.7 

n 
u 

1(1 
1U 

on  s 

—L\J.O 

14U 

0.55 

18.2 

(1  fifi 

109 

■ 

Jack  Henry  &  Associates           19.4  42.5 
data  processing  systems  for  banks 

65 

33 

5.3 

L 

15V> 

U/2 

ni 

Ml 

0.61 

25.4 

(1  7fi 

110 

■ 

Credit  Acceptance                 19.2  24.0 
auto  financing  services  for  high  risk  individuals 

36 

24 

10.1 

(1 

04  /2 

lfM  i 
1U4.4 

Hi 

4/4 

0.74 

46.6 

U.OJ 

111 

108 

Minntech                          19.2  20.5 
blood-handling  &  dialysis  equipment  &  supplies 

60 

46 

4.7 

a 

0 

19V> 
1L  /2 

19  3 

75 

0.73 

17.1 

fl  86 
u.ou 

112 

■ 

Bancinsurance                     191  29.4 
property  &  casualty  insurance 

31 

17 

2.2 

40 

K3/. 
074 

99  7 
LL.l 

Jj 

0.37 

18.2 

Ni 

llr 

113 

93 

Maxim  Integrated  Products         19  1        23  9  31 

designs,  manufactures  &  markets  analog  integrated  circuits 

110 

17.3 

1 

1 

JO 

98  8 
£0.0 

Jl  J 

1.15 

33.0 

1 44 

114 

a 

Sbarro                               19.1  19.8 
Italian  restaurants 

23 

253 

27.7 

o 

39% 

12.5 

534 

2.05 

19.3 

2.12 

115 

165 

Prima  Energy                        19.0        24.3        49  15 
exploration,  development  &  production  of  oil  &  gas  in  the  Rocky  Mountain  region 

3.9 

1 

14 

40.0 

54 

1.02 

13.7 

1.05 

116 

■ 

Zilog                               19.0  19.6 
microprocessor,  microcontroller,  memory  &  logic  circuits 

20 

181 

21.6 

27 

36% 

59.9 

645 

1.20 

30.4 

1.38 

Stock  prices  as  of  Oct.  8.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.  21994  estimate.  NA:  Not  available  or  not  applicable. 
Sources:  William  O'Neil  &  Co.:  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 
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You  can 't  work  any  harder, 
but  maybe  your  assets  can. 


hard  to  properly  manage  your  assets. 

At  U.S.  Trust,  we've  been  successfully  providing  clients  and 
their  families  with  comprehensive  asset  management  for  over  140 
years.  Our  investment  strategy  combines  a  disciplined  search  for  value 
with  appropriate  asset  diversification  to  limit  risk  and  maximize 
returns.  What's  more,  we  create  highly  individualized  plans  to  help 
each  client  meet  their  specific  financial  objectives. 

If  you're  interested  in  having  your  assets  work  harder,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 


NEW  YORK    STAMFORD    PRINCETON    PALM  BEACH    BOCA  RATON    NAPLES    DALLAS    LOS  ANGELES    PORTLAND   GRAND  CAYMAN 


THE  BEST  SMALL  COMPANIES  IN  AMERICA 


—Rank—  Company 
this  last  business 
year  year 


Return  on  equity  5-year  Latest  12  mos  Debt/  Recent  YTD  Market  Latest  12  mos 
5-year    latest      EPS      sales     profits    equity     price     price     value1     EPS  P/E 


average     12  growth 
mos  rate 


($mil) 


change  ($mil) 


117 

■ 

Forschner  Group                   18.7%      13.2%  ' 
pocket  knives,  cutlery  &  watches 

12% 

$85 

$5.7 

61% 

17% 

43.0% 

$115 

$0.88 

20.3 

$0.97 

118 

113 

NAI  Technologies                   18.7  24.3 
designs,  manufactures  &  markets  rugged  computer  systems 

49  78 
&  peripherals 

5.8 

30 

10 

17.7 

64 

0.93 

10.8 

NA 

119 

■ 

Keane                              18.5        16.7        19  136 
software  development  &  management  services  for  manufacturing,  insurance  i 

7.3        0  21 
i  financial  service  companies 

20.0 

154 

0.98 

21.4 

1 14 

120 

92 

Old  Dominion  Freight  Line         18.5  20.0 
less-than-truckload  carrier  of  general  commodities 

59 

191 

9.0 

29 

18 

-17.2 

151 

1.07 

16.8 

1.11 

121 

61 

Software  Spectrum                 18.5  13.4 
supplies  PC  software  &  services  to  businesses 

41 

233 

6.7 

0 

23% 

4.4 

98 

1.72 

13.8 

1.95 

122 

■ 

Wabash  National                   18.4  20.5 
truck  trailers 

17 

331 

12.7 

29 

26% 

8.0 

338 

1.13 

23.8 

1.40 

123 

96 

X-Rite                              18.4  22.1 
makes  &  sells  sophisticated  electronic  &  optics  equipment 

19 

37 

7.5 

0 

20% 

-23.1 

213 

0.72 

28.3 

0.80 

124 

■ 

Cerner                             18.1  31.5 
software  for  the  health  care  industry 

26 

109 

12.2 

22 

34% 

24.0 

448 

0.84 

40.8 

0.96 

125 

78 

Rainbow  Technologies             18.0  18.0 
hardware  &  software  for  computer  security 

39 

35 

6.2 

11 

25V2 

41.7 

135 

1.12 

22.8 

1.27 

126 

■ 

Health  Management  Associates    17.8  21.9 
acute  care  hospitals  in  the  Southeast  &  Southwest 

32 

305 

29.7 

47 

25% 

49.0 

771 

1.01 

25.6 

1.06 

127 

■ 

International  Recovery             17.8  16.6 

23 

261 

5.7 

14 

14% 

12.9 

67 

.  1.21 

11.8 

1.31 

aviation  fueling  services,  oil  recycling 

128 

74 

DH  Technology                     17  7  14.6 

high-performance  printers  that  make  tickets,  labels,  receipts 

10 

&  reports 

54 

5.8 

15 

-1.6 

76 

1.12 

13.4 

1.24 

129 

71 

American  Freightways              17.6  18.5 
less-than-truckload  shipper  of  general  commodities 

25 

293 

16.6 

60 

19% 

65.6 

537 

0.59 

32.6 

0.64 

130 

95 

Tootsie  Roll  Industries             17.6  18.6 
candy 

16 

255 

33.8 

0 

75% 

0.8 

800 

3.19 

23.8 

3.45 

131 

124 

Lattice  Semiconductor             17.5        20.0       41  116 
designs,  develops  &  markets  high-speed  CMOS  programmable  logic  devices 

19.7 

0 

23 

38.0 

414 

1.05 

21.9 

1.28 

132 

90 

One  Price  Clothing  Stores          17.5  18.5 
stores  selling  women's  &  children's  apparel  at  one  low  price 

11 

209 

7.1 

0 

18 

-5.3 

122 

1.03 

17.5 

1.21 

133 

83 

Respironics                         17.3  23.5 
makes  &  sells  respiratory  products  for  home  use 

39 

69 

7.4 

14 

18 

-41.5 

146 

0.85 

21.2 

1.06: 

134 

146 

HealthCare  Compare               16.9        26.6       66       146  34.6 
reviews  claims  &  provides  cost  management  for  health  care  insurance  companies 

0 

19% 

-35.8 

673 

0.97 

19.9 

1.07 

135 

139 

Merrill                               16.9  27.3 
financial  printing  &  document  management  services 

51 

161 

10.7 

5 

27% 

90.5 

204 

1.37 

20.2 

1.48 

136 

■ 

Right  Management  Consultants    16.8  13.2 
career  management  &  consulting  services 

47 

60 

1.9 

14 

15% 

57.5 

41 

0.76 

20.7 

0.86 

137 

■ 

Dataram                             16.7  17.9 
computer  memory  chips  &  boards 

46 

67 

3.4 

0 

9 

-5.3 

34 

0.84 

10.7 

NA 

Stock  prices  as  of  Oct.  8.  ■  Not  on  last  year's  list.  'Includes  all  share  classes.  21994  estimate.  NA:  Not  available  or  not  applicable. 
Sources:  William  O'Neil  &  Co.:  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 
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THE  BEST  SMALL  COMPANIES  IN  AMERICA 


— Rank— 
this  last 
year  year 

Company                       Return  on  equity 
business                      5-year  latest 
average  12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/ 
equity 

Recent 
price 

YTD 
price 
change 

Market 
value1 
($mil) 

Latest  12  mos 
EPS  P/E 

Est 
199: 
EPS 

138 

84 

Swift  Transportation  16.7% 

regional  truckload  carrier 

14.7%  ' 

32% 

$247 

$10.5 

13% 

29% 

18.9% 

$244 

$1.31 

22.8 

$1.4; 

139 

a 

Banyan  Systems  16.6 
computer  networking  software 

18.8 

16 

121 

11.1 

0 

17'/2 

-16.7 

295 

0.62 

28.2 

0.8( 

140 

107 

Medical  Technology  Systems         16.6      17.8  30 
medication  dispersing  systems  &  clinical  diagnostic  services 

17 

2.4 

55 

9V4 

-1.3 

36 

0.64 

14.5 

0.8( 

141 

■ 

Books-A-Million  16.4 
bookstores  in  the  Southeast 

10.8 

36 

108 

4.1 

0 

22% 

33.8 

164 

0.69 

33.0 

0.7! 

142 

■ 

Comair  Holdings  16.2 
regional  commuter  airline  east  of  the  Rockies 

17.2 

24 

263 

24.9 

24 

31 

93.8 

665 

1.27 

24.4 

1.31 

143 

■ 

Synopsys  16.2 
software  for  designers  of  integrated  circuits 

19.2 

67 

95 

11.2 

1 

45 

30.0 

639 

0.71 

63.4 

0* 

144 

■ 

Syratech                               16.1  14.7 
silver  flatware  &  serving  pieces;  plastic  furniture 

49 

203 

16.5 

6 

14V2 

-29.3 

154 

1.56 

9.3 

1.5; 

145 

■ 

ConferTech  International  15.9 
teleconferencing  equipment  &  services 

13.3 

.20 

31 

2.0 

12 

8 

52.4 

58 

0.31 

25.8 

0.3( 

146 

■ 

Hoenig  Group                          15  9 

securities  brokerage  &  financial  research 

17.5 

16 

59 

5.1 

83 

6 

29.7 

62 

0.44 

13.6 

Ni 

147 

85 

Bertucci's  15.7 
Italian  restaurants  in  Boston  area 

10.2 

41 

62 

5.4 

0 

22V2 

15.4 

193 

0.61 

36.9 

0.7; 

148 

141 

Chipcom                             15.7  18.6 
designs,  manufactures  &  distributes  computer  networkin 

106 
;  products 

119 

10.5 

6 

49 

79.8 

470 

1.13 

43.4 

1.4 

149 

169 

Adaptec  15.6 
adapter  &  controller  cards  for  microcomputers 

23.1 

69 

328 

52.0 

6 

30 

15.4 

768 

1.99 

15.1 

2.2. 

150 

103 

Mail  Boxes  Etc                         15.6  14.7 
stores  specializing  in  postal  &  packaging  services 

25 

40 

7.3 

1 

12% 

-22.1 

156 

0.59 

21.6 

0.61 

151 

159 

Micros  Systems                      15.5      24  4       65  55 
point  of  sale  transaction  processing  equipment  for  restaurants  &  hotels 

5.8 

7 

17V4 

-14.8 

130 

0.74 

23.3 

0.9 

152 

123 

Invacare                              15.4  17.2 
medical  products  for  disabled  &  at-home  patients 

42 

337 

19.6 

69 

25 

3.1 

369 

1.35 

18.5 

1.5 

153 

■ 

Frozen  Food  Express  Industries       14.9  19.2 
less-than-truckload  transport  of  produce  &  frozen  foods 

14 

207 

8.0 

29 

16% 

0.0 

157 

084 

19.9 

0.9' 

154 

■ 

Nabors  Industries  14.9 
contract  drilling  for  oil  &  gas 

19.7 

52 

306 

36.4 

25 

91/4 

42.3 

594 

0.55 

16.8 

0.5- 

155 

■ 

Markei  14.8 
markets  &  underwrites  specialty  insurance 

17.4 

12 

214 

19.1 

92 

39% 

26.8 

214 

3.43 

11.6 

2.6' 

156 

■ 

Network  General  14.7 
networking  software 

10.3 

26 

90 

11.4 

0 

12% 

-32.2 

237 

0.61 

21.1 

0.6( 

157 

■ 

Quick  &  Reilly  Group  14.6 
discount  securities  brokerage 

21.8 

27 

228 

36.9 

0 

36%  . 

56.4 

392 

3.49 

10.6 

3.4( 

158 

■ 

Learning  Co  14.5 
Reader  Rabbit  &  other  educational  software 

19.3 

12 

28 

3.6 

0 

15V2 

-17.3 

110 

0.52 

29.8 

o.e: 

Stotk  prices  as  of  Oct.  8.    ■  Not  on  last  year's  list.    'Includes  all  share  classes.    21994  estimate.    NA:  Not  available  or  not  applicable. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 
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8W-222-TREE 


One  smart  business  call. 

That's  all  it  takes  to  put  you  in  touch  with  over  60  Doubletree  Hotels  from  coast  to  coast,  where  you'll  enjoy  the 
xuries  you  like  at  rates  that  will  let  you  rest  easier. 

And  at  every  Doubletree,  you'll  find  the  kind  of  personal  service  and  special  attention  that  will  bring  you  back  again 
id  again.  And  it  begins  the  very  first  night  with  our  welcoming  chocolate  chip  cookies. 

So.  You  don't  have  to  give  up  the  great  restaurants,  swimming  pools,  and  health  clubs  that  make  business  trips 
^arable.  Because  now,  you've  got  the  right  connection.  Doubletree  Hotels.  It's  a  smart  call. 

DOUBLETREE 

HOTELS 

When  your  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


—Rank— 
this  last 
year  year 

Company                       Return  on  equity 
business                       5-year  latest 
average  12 
mos 

5-year 
EPS 

growth 
rate 

Latest  12  mos 
sales  profits 
 ($mil)  

Debt/ 
equity 

Recent 
price 

YTD 

price 
change 

Market 
value1 
($mil) 

Latest  12  mos 
EPS  P/E 

Est 
1993 
EPS 

159 

■ 

Ambac                             14  4%      18.2%  ' 
municipal  bond  insurance 

13% 

$295 

$157.2 

17% 

49 

14.0% 

$1,728 

$4.46 

11.0 

$4.10 

160 

■ 

McDonald  &  Co  Investments        14.4  22.4 
securities  brokerage  &  underwriting 

43 

184 

17.5 

49 

l51/2 

31.7 

131 

2.06 

7.5 

NA 

161 

147 

OEA                                 14.4  16.6 
automotive  air  bag  propellanls  &  equipment 

23 

88 

15.7 

0 

28 

21.7 

571 

0.77 

36.4 

0.72 

162 

125 

Nichols  Research                   14.3  15.6 

18 

154 

6.9 

0 

12% 

-33.1 

77 

1.11 

11.6 

1.14 

technical  services  in  electro-optics  &  soltware  for  US  military  &  defense  contractors 

163 

134 

MS  Carriers                         14.1  16.9 

10 

200 

12.1 

45 

25 

14.9 

317 

1.11 

22.5 

1.19 

truckload  carrier  of  commodities  in  Eastern  US  &  Canada 

164 

■ 

Vivra                                 14.1  16.3 
kidney  dialysis  centers 

20 

223 

23.0 

5 

34% 

23.5 

447 

1.78 

19.6 

1.86 

165 

120 

Jones  Medical  Industries           14.0        15  6 
pharmaceuticals  &  nutritional  supplements 

26 

31 

4.7 

2 

16V2 

131.6 

146 

0.50 

33.0 

0.65 

166 

130 

Octel  Communications             14.0  13.2 
voice  information  processing  systems 

16 

250 

22.7 

0 

Wa 

15.5 

435 

1.19 

20.4 

1.47 

167 

■ 

Magma  Power                       13.9  15.3 
geothermal  energy 

36 

131 

43.1 

30 

39'A 

21.7 

907 

1.34 

21.3 

2.12 

168 

137 

Nellcor                             13.8  16.3 

22 

218 

25.1 

1 

19% 

—42.0 

331 

1.50 

13.3 

1.72 

manufactures  electronic  sensing  &  patient  monitoring  equipment  for  hospitals 

169 

149 

Forest  Laboratories                 13.5  14.2 
generic  drugs 

24 

309 

67.9 

9 

38% 

-3.4 

1,671 

.  1.50 

25.9 

1.75 

170 

i 

Watson  Pharmaceuticals           13.5  40.2 
off-patent  drugs  &  advanced  drug  delivery  systems 

48 

50 

7.9 

19 

28% 

NA 

437 

NA 

NA 

0.70 

171 

■ 

Cagle's                             13.4  24.2 
poultry  processing  &  poultry  products 

27 

294 

6.5 

66 

26 

44.4 

55 

3.07 

8.5 

NA 

172 

167 

Empi                               13.4  24.9 

81 

52 

6.8 

7 

30 

60.0 

249 

0.81 

37.0 

1.07 

noninvasive  electiotherapeutic  devices  used  to  reduce  pain,  stimulate  muscle  tone  or  treat  incontinence 

173 

■ 

Ramsay-HMO                       13.4        23  3 
health  maintenance  organization  in  Florida 

18 

274 

12.0 

1 

32 

-16.3 

236 

1.67 

19.2 

2.06 

174 

143 

BancTec                           13.3  13.5 
document  processing  equipment  software  for  banks 

11 

240 

14.8 

11 

20% 

8.0 

220 

1 35 

15.5 

1.48 

175 

164 

Dallas  Semiconductor              13.3  16.2 
integrated  circuits 

25 

139 

22.0 

3 

16% 

22.4 

408 

0.83 

19.7 

0.93 

176 

■ 

GMIS                                133  14.1 
claims  processing  software  &  services  for  health  insurers 

114 

19 

3.3 

6 

18V2 

0.0 

140 

0.49 

37.8 

0.53 

177 

■ 

Jefferies  Group                     13.2        23  1 
securities  brokerage  &  research 

29 

253 

22.3 

42 

35 

77.2 

162 

4.59 

7.6 

4  00 

178 

■ 

Three-Five  Systems                 13.2  40.3 
liquid  crystal  &  light-emitting  diode  display  devices 

21 

27 

1.9 

37 

22 

528.6 

73 

0.53 

41.5 

NA 

179 

■ 

Bombay                            13.1  27.3 

31 

232 

16.1 

5 

47 

93.2 

1,122 

0.70 

67.1 

0.87 

retailer  of  traditionally  styled  home  furnishings 

Stock  prices  as  of  Oct.  8.    ■  Not  on  last  year's  list.    'Includes  all  share  classes.    21994  estimate. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 


NA:  Not  available  or  not  applicable 
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When  some  clown  says  he  needs 
the  report  first  thing  Monday  morning 


••• 


(how  him  some  real  magic! 

t's  Friday  afternoon.  SURPRISE!  The  report  is  due  first 
hing  Monday  morning.  Sharp,  crisp  and  professional. 

)on't  clown  around.  Dazzle  'em  with  a  little  magic  of  your 
iwn.  And  wow  the  crowd,  first  thing  Monday  morning, 
without  ever  breaking  a  sweat. 

"he  secret  is  the  Brother  HL-6  laser  printer  or  the  Brother 
U-  400  ink  jet  printer.  You  get  professional  printing 
wherever,  and  whenever  you  want.  Magically  simple  to  use. 
Vith  powerful  productivity  and  text/graphics  features. 

"he  HL-6  has  60  fonts,  a  high  speed  bi-directional  parallel 
tort,  and  patented  auto -emulation  and  interface  switching, 
"he  HJ-400  prints  at  360  DPI,  has  up  to  42  fonts,  100-page 
utomatic  feeder,  patented  auto -interface  switching  and 
istant  Apple6*  Mac  and  IBM"11  compatibility.  Practically 


IL-6  laser  printer 

■  6-page-per-minute  speed 
at  300  DPI,  PC  compatibl. 

1  Special  Windows"  driver 
1  Up  to  60  fonts,  including 
TrueType  -compatible  fonts 
Automatic,  hassle  free  operation 

■  Two-year  warranty 


everything  is  automatic  to  make  them  easy  to  use.  Both 
print  a  variety  of  standard  business  papers  and  envelopes, 
and  are  backed  by  a  two-year  warranty.  Both  have 
everything  you  need  for  a  "knock-em-dead"  performance 
every  time.  (And  all  at  a  matinee  price!) 

With  these  powerful  printers  no  one  will  ever  know -or 
care -if  you  printed  your  work  at  that  circus  you  call  your 
office,  or  at  home. 

Face  it:  in  a  world  of  clowns,  you  need  powerful  business 
magic  like  the  HL-6  laser  or  the  HJ-400  ink  jet  to  help  you 
manage  your  work  and  your  time. 

The  amount  of  work  won't  go  away.  But  you  can  decide 
where  and  when  to  do  it  without  compromising  quality. 
And  isn't  that  real  magic? 

Call  1-800 -276 -PRINT,  ext.  642  for  the  nearest  dealer. 
(In  California  call  1-714-859-9700,  ext.  642.) 


HJ-400  ink  jet  printer 


Laser-like  output  at  360  DPI 
PC  and  Macintosh"  instant  compatibility 
Windows  and  Quickdraw  1  drivers 
Up  to  42  fonts,  including  TrueType- 
compatible  fonts 

Standard,  automatic  cut-sheet  feeder 
Two-year  warranty 


Available  at  Scars  Brand  Central,  Silo,  Lethmere,  Nobody  Beats  The  WiZj  and  other  fine  dealers. 


We're  at  your  side 


tther  is  a  registered  trademark  of  Brother  Industries,  Ltd  Apple,  Macintosh  and  Quickdraw  are  registered  trademarks  of  Apple  Computer  TrueType  is  a  trademark  of  Apple  Computer.  Inc.  Which  may  he  registered  in  ( 
ions.  W'ndows  is  a  trademark  of  Microsoft  Corporation    IBM  is  a  registered  trademark  of  International  Business  Machines    All  other  hrand  and  produt  l  names  an-  registered  trademarks  or  trademarks  of  their  rcspct  tiv* 


THE  BEST  SMALL  COMPANIES  IN  AMERICA 


—Rank—  Company 
this  last  business 
year  year 


Return  on  equity  5-year  Latest  12  mos  Debt/    Recent     YTD  Market  Latest  12  mos 

5-year    latest  EPS  sales     profits  equity     price     price  value1  EPS  P/E 

average     12  growth   ($mil)   change  ($mil) 

mos  rate 


180 

166 

Sunrise  Medical  13.1% 

wheelchairs  &  other  rehabilitation  aids 

19.6%  ' 

33% 

$319 

$18.1 

59% 

25% 

-6.5% 

$410 

$1.21 

21.0 

$1.47 

181 

■ 

Communications  Systems  12.9 

telecomm  equipment 

17.8 

32 

54 

6.2 

'  I 

14V4 

85.4 

127 

0.70 

20.4 

0.75 

182 

154 

Computer  Data  Systems  12.8 
data  processing  services 

19.5 

26 

181 

5.5 

39 

13 

52.9 

73 

0.97 

13.4 

NA 

183 

170 

Psicor                              12.8  15.3 
perfusionist  services  &  equipment  for  open-heart  surgery 

17 

76 

4.5 

3 

IPA 

-19.6 

49 

1.00 

11.3 

101 

184 

173 

Sterling  Software  12.8 

storage  management,  applications  development 

18.2       34  282 
&  communications  software  f 

18.4  52 
<  services  for  mainframes 

26Va 

24.4 

464 

1.44 

18.1 

1.38 

185 

171 

Vertex  Communications  12.7 
ground  station  satellite  antennas 

17.5 

22 

54 

3.7 

3 

14V2 

-3.3 

66 

0.94 

15.4 

0.94 

186 

187 

InterVoice                           12  5 

voice  automation  software  &  hardware 

22.5 

21 

52 

9.9 

0" 

21V4 

161.5 

353 

0.56 

38.0 

0.65 

187 

■ 

Fair  Isaac  &  Co                     12.2        18  9 
credit  risk  tools  for  the  financial  services  industry 

21 

60 

5.0 

10 

21V4 

70.0 

123 

0.84 

25.3 

0.86 

188 

■ 

GTI  12.0 
computer  network  equipment  &  electronics 

24.7 

36 

119 

12.0 

6 

39V4 

45.4 

318 

1.23 

31.9 

1.4C 

189 

■ 

New  Line  Cinema  12.0 
motion  picture  production  &  distribution 

11.8 

39 

302 

8.5 

41 

21% 

57.7 

343 

0.55 

39.8 

0.91 

190 

■ 

Magnetic  Technologies  11.8 
precision  components  for  copiers,  laser  printers 

43.5  37 
&  digital  printers 

18 

1.5 

13 

8V2 

134.5 

15 

0.83 

10.2 

W 

191 

■ 

Computer  Network  Technology  11.7 

high  performance  computer  networking  systems 

20.1 

75 

41 

4.1 

3 

m 

47.7 

145 

0.24 

33.9 

0.26 

192 

193 

Cooker  Restaurant  11.6 
full-service  restaurants  in  the  Midwest 

12.8 

47 

60 

4.3 

68 

16 

-281 

122 

0.56 

28.6 

o.e: 

193 

178 

Dimark  11.5 
printing  &  marketing 

15.2 

48 

57 

2.9 

9 

301/4 

174.4 

86 

0.80 

37.8 

0.94 

194 

■ 

Quantum  Health  Resources        114        171  169 

therapies  &  support  services  for  patients  with  chronic  disorders 

148 

11.8 

0 

24% 

-7.1 

368 

0.84 

29.0 

1.05 

195 

■ 

Watsco                             11.1  17.9 
central  air-conditioning  &  other  climate  control  equipment 

13 

207 

4.5 

54 

14% 

17.4 

58 

1.38 

10.4 

1.2C 

196 

■ 

CCA  Industries  10.8 
health  &  beauty  products 

32.5 

45 

40 

2.2 

22 

61/2 

246.7 

43 

0.27 

24.1 

Ht 

197 

■ 

Exar  104 

semiconductors  &  integrated  circuits 

13.4 

56 

154 

14.5 

16 

32 

15.3 

214 

2.09 

15.3 

2  34 

198 

182 

Kent  Electronics  10.4 
distributes  electronic  equipment 

9.7 

15 

163 

8.0 

3 

25% 

1.5 

165 

1.23 

20.9 

1.4! 

199 

■ 

Maxxim  Medical  10.3 
disposable  medical  products 

8.7 

36 

103 

5.1 

4 

19% 

38.7 

116 

0.89 

21.6 

0.9! 

200 

a 

Timberland  102 

quality  footwear,  apparel  &  accessories 

15.2 

13 

336 

16.0 

40 

66 

238.5 

712 

1.45 

45.5 

1.8! 

Stock  prices  as  of  Oct.  8.    ■  Not  on  last  year's  list.    'Includes  all  share  classes.    21994  estimate.    NA:  Not  available  or  not  applicable. 

Sources:  William  O'Neil  &  Co.;  Institutional  Brokers  Estimate  System,  via  OneSource  Information  Services. 
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In  today's  economy, 
paddling  faster  isn't  enough. 

Youhavetoknow 
whereyou're 
going. 


In  the  stormy  waters  that  have  typified 
the  insurance  business  lately,  many  boats 
have  been  knocked  off  course  by  the  batter- 
ing of  an  uncertain  economy  and  a  jagged 
stock  market.  But,  guided  by  sound  man- 
agement and  prudent  judgment,  AFLAC  has 
held  a  steady  course,  and  has  logged  some 
impressive  achievements  along  the  way 

Like  a  selection  of  supplemental  policies 
that  is  among  the  broadest  in  the  business. 
Like  over  35  million  people  worldwide  who 
depend  upon  AFLAC  to  help  close  insurance 
gaps  like  copayments  and  deductibles.  Like 
a  portfolio  free  of  junk  bonds,  and  an  asset 
base  of  over  $13.2  billion.  Like  recognition 
in  1992  by  Financial  World  magazine  as 
*  1  in  safety,  placing  AFLAC  at  the  top  of  a 
list  of  America's  50  largest  and  best  known 
life  insurance  companies. 

In  these  turbulent  times,  it  is  reassuring 
to  see  that  experience,  judgment  and  com- 
mitment have  enabled  one  company  not 
only  to  stay  afloat,  but  to  thrive  and  grow. 
That  company  is  AFLAC. 

For  more  information  on  AFLAC 
supplemental  insurance,  contact  AFLAC 
Worldwide  Headquarters,  1932  Wynnton 
Road,  Columbus,  Georgia  31999.  Or  call 
1-800-99-AFLAC  (1-800-992-3522). 


AMERICA  \  EMILY  IIIE:  ASM  H,\\(E  C  OUI'lXl 

Insuring  Over  35  Million 
People  Worldwide 

©  1993,  AFLAC  Incorporated.  All  rights  reserved.  Financial  World  magazine  is  the  nab 


CEOs  OF  THE  BEST  SMALL  COMPANIES  IN  AMERICA 


The  debate  about  executive  pay  will  continue, 
but  this  survey  shows  that  the  best-paid  bosses 
generally  have  the  most  successful  companies. 

Payday  for  the 
best  small  company 
executives 


By  Eric  Hardy 

The  200  Best  Small  Companies  in 
America  are  overachievers.  The  medi- 
an outfit  had  net  income  of  $10  mil- 
lion and  a  five-year  median  return  on 
equity  of  20%.  But  even  on  a  champi- 
on team  there  are  superstars  and  utili- 
ty players.  The  ten  companies  that 
paid  their  bosses  the  most  last  year 
had  a  median  net  income  of  $48 
million.  In  contrast,  the  ten  lowest- 
paid  executives  headed  firms  with  me- 
dian net  income  of  only  $6  million. 

Stock  options — one  of  the  most 
controversial  forms  of  remunera- 
tion— account  for  a  large  portion  of 
total  compensation.  As  a  group,  the 
heads  of  the  200  Best  Small  Compa- 


nies in  America  recognized  gains  of 
$130  million  from  exercising  options 
last  year.  That's  more  than  half  their 
$230  million  in  total  compensation. 
Do  stockholders  of  the  57  compa- 


nies where  chief  executives  exercis 
options  have  reason  to  compla 
Probably  not.  For  one  thing,  optic 
don't  necessarily  come  directly  out 
the  corporate  treasury.  They're  va 
able  only  if  the  price  of  the  stc 
rises — a  move  that  benefits  all  sha 
holders.  The  median  executive  h< 
8.7%  worth  of  his  or  her  firm's  sto< 

A  few  of  these  executive  stockho 
ers  are  in  a  class  by  themselves.  Sidr 
Swartz,  who  heads  Timberland, 
shoe  company,  owns  62%  of  its  stoi 
Swartz's  shares  are  worth  $439  n 
lion,  giving  him  the  largest  holdir 
of  our  200  executives. 

In  over  half  these  companies,  t 


The  highest-paid  small  company  bosses . . . 


Chief  executive/company 

-Compensation  ($thou)- 

 Stock  owned  

Latest  12  mos 

Return 

salary 

other 

stock 

total 

% 

mkt  value* 

sales 

profits 

equit) 

+  bonus 

gains 

($thou) 

 ($mil 

5-yr  av 

Howard  Solomon/Forest  Laboratories 

$542.9 

$5.7 

$32,033.7 

$32,582.3 

1.26% 

$21,105 

$309 

$67.9 

13.5 

Steven  C  Walske/Parametric  Technology 

504.2 

4.4 

13,708.1 

14,216.7 

2.25 

49,086 

142 

36.4 

20.2 

John  N  Brincat/Mercury  Finance 

1,103.3 

6.5 

6,912.2 

8,022.0 

1.40 

32.380 

163 

59.1 

32.4 

Douglas  H  Stickney/Quantum  Health  Resources 

244.0  ' 

6.618.1 

6,862.1 

5.89 

21,694 

148 

11.8 

11.4 

James  C  Smith/HeaithCare  Compare 

435  5 

16.2 

5,273.4 

5,725.1 

2.23 

15,030 

146 

34.6 

16.9 

George  Zimmer/Men's  Wearhouse 

360.0 

1.2 

5,269.7 

5,630.9 

26.41 

'  88.918 

195 

6.7 

21.0 

Sterling  L  Williams/Sterling  Software 

800.0 

70.2 

4,565.6 

5,435.8 

0.08 

366 

282 

18.4 

12.8 

Lawrence  M  Coss/Green  Tree  Financial 

5.118.2 

5,118.2 

2.04 

35,333 

283 

91.3 

21.7 

Roy  McKnight/Mylan  Laboratories 

2.000.0 

453.2 

2.375.0 

4,828.2 

2.53 

57.796 

232 

75.4 

21.1 

Max  P  Watson  Jr/BMC  Software 

861.6 

5.0 

3,895.6 

4,762.2 

0.70 

10.339 

253 

70.4 

31.4 

includes  all  share  classes. 

Howard  Solomon,  chief  executive  of  Forest  Laboratories,  exercised  a  lot  of  options  last  year  and,  once  again,  heads  this  list. 
Note:  Forest  Labs'  stock  tripled  during  the  past  five  years;  the  S&P  500  gained  only  67%. 
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'he  oldest 


The  wealthiest 


ame/companv  Age 

hmed  D  Kafadar/OEA  78 

owland  Schaefer/Claire's  Stores  77 

ly  R  Callaway/Callaway  Golf  74 

lelvin  J  Gordon/Tootsie  Roll  Industries  73 

oy  McKnight/Mylan  Laboratories  72 

he  youngest 

pencer  F  Kirk/Megahertz  32 

:an  Madar/Jean  Philippe  Fragrances  32 

lyde  B  Anderson/Books-A-Million  33 

jm  Kartsotis/Fossil  ,  33 

ichard  Cervera/Taco  Cabana  36 


ing  a  good  manager  doesn't 
;essarily  have  to  do  with  age. 

rson  in  the  corner  office  is  the 
inder  or  the  cofounder.  For  many 
these  people,  that  probably  meant 
jng  out  a  second  mortgage,  bor- 
ving  from  their  friends,  families 


Chief  executive/company 


Sidney  W  Swartz/Timberland 
James  K  Schuler/Schuler  Homes 
Donald  A  Foss/Credit  Acceptance 
Jay  Stein/Stein  Mart 
Jane  C  I  Hirsh/Copley  Pharmaceutical 

Steven  M  Scott/Coastal  Healthcare  Group 
F  Sheridan  Garrison/American  Freightways 
Rodger  B  Dowdell  Jr/American  Power  Conversion 
Patrizio  Vinciarelli/Vicor 
Robert  M  Davidson/Davidson  &  Associates 


and  life  insurance  policies  to  get  start- 
up capital.  They  took  a  big  chance. 
Now  they're  reaping  some  of  the 
benefits. 

It's  interesting  that  40  of  the  Best 
Small  Company  executives  in  Ameri- 
ca earn  their  living  in  the  health  care 
industry  and  are  innovative  leaders  in 
the  diagnosis  and  treatment  of  dis- 
ease. The  relatively  free  market  these 
companies  have  had  up  to  now  has 
allowed  them  to  grow  and  thrive. 

If  proposed  Clinton  health  care 
changes  cripple  the  profitability  of 
these  firms,  it  won't  be  just  the  execu- 
tives who'll  feel  ill.  These  companies 
have  been  helping  drive  the  stock 


 Stock  owned   Total 

market  value*  %  compensationt 

($thou)  ($thou) 

$438,656  61.58%  $557.3 

409,052  73.70  498.0 

305,998  64.60  401.5 

299,028  57.78  437.6 

258,725  27.12  367.6 

231,817  60.26  362.8 

208,965  38.94  196.3 

200,952  11.26  689.1 

173,011  49.44  143.4 

162,032  48.20      '  216.8 


market  to  new  heights  and  have  been 
fattening  the  pensions  and  mutual 
funds  of  millions  of  Americans — all  of 
whom  have  an  indirect  stake  in  the 
future  of  these  firms. 


'Includes  all  share  classes,   tlncludes  salary  plus  bonus,  other  compensation  and  stock  gains 


A  successful  small  company  can  lead 
to  a  large  personal  fortune. 


. .  the  lowest-paid 


lief  executive/company 

-Compensation  ($thou)— 

 Stock  owned  

Latest  12  mos 

Return  on 

salary 

other 

stock 

total 

% 

mkt  value* 

sales 

profits 

equity 

+  bonus 

gains 

($thou) 

($mil)  

5-yr  avg 

;orge  Feldenkreis/Supreme  International 

$20.8 

$8.5 

$29.3 

32.59% 

$12,405 

$40 

$2.4 

29.9% 

)bert  A  Kierlin/Fastenal 

120.0 

120.0 

15.03 

79,839 

93 

10.0 

23.6 

chard  H  Lewis/Prima  Energy 

126.71 

7.6 

134.3 

15.20 

8,257 

15 

3.9 

19.0 

itrizio  Vinciarelli/Vicor 

129.8 

13.6 

143.4 

49.44 

173,011 

72 

13.0 

20.1 

mie  B  Coulter/Lone  Star  Steakhouse  &  Saloon 

145.0t 

145.0 

17.02 

149,209 

74 

11.4 

100.0+ 

mes  R  Fornear/Res-Care 

149.3 

2.5 

151.8 

20.15 

18,864 

96 

4.2 

26.9 

iul  M  Verrochi/American  Medical  Response 

155.0t 

155.0 

8.35 

25,286 

134 

7.4 

25.3 

illiam  P  Kennedy/Rotech  Medical 

155.8 

155.8 

29.36 

27,704 

48 

5.1 

21.0 

jrtis  A  Sampson/Communications  Systems 

156.3 

156.3 

32.89 

41,623 

54 

6.2 

12.9 

mes  R  Ridings/Craftmade  International 

159.8 

9.6 

169.4 

19.11 

6,842 

28 

1.7 

20.5 

ncludes  all  share  classes.  tAnnualized. 

npared  with  their  corporate  counterparts,  these  ten  chief  executives  are  modestly  compensated. 

:  weep  not  for  these  hardworking  gentlemen.  On  average,  they  hold  $54  million  worth  of  their  firm's  stock. 
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It  pays  to  be  the  boss 


What  are  the  tangible  benefits  of  running  one  of  the  200 
Best  Small  Companies?  A  nice  paycheck,  for  one  thing. 
Last  year  a  typical  executive  on  the  follow  ing  list  had  total 
earnings  of  $1.1  million.  The  breakdown:  an  average  of 
$447,000  from  salary  and  bonus;  $650,000  from  the 
exercise  of  stock  options;  another  $40,000  from  "other" 
forms  of  compensation,  such  as  automobile  allowances, 
employer  contributions  to  401  (k)  savings  plans,  compa- 
ny-paid insurance  premiums,  forgiven  loans  and  housing 


allowances.  Note:  The  "other"  category  also  includes  tl 
value  of  restricted  stock  that  became  vested  in  the  late 
fiscal  year. 

In  figuring  ownership,  we  include  only  shares  that  tl 
most  recent  proxy  information  designates  as  being  bene 
daily  owned  by  the  executive,  his  spouse — provided  tl 
spouse  is  not  an  officer  of  the  company — and  min 
children.  Excluded,  where  possible,  are  options  to  pi; 
chase  shares  and  stock  pledged  to  charitable  institution 


Chief  executive  Age   Years   Undergraduate      College   Compensation  ($thou)   — Stock  owned- 

Company  with        as  graduate         degrees     salary      other      stock       total        %  mktva 

company     CEO  college  +  bonus  gains  ($thoi 


Gary  K  Judis 
Aames  Financial 

55 

14 

1 

$736.0 

— 

$736.0 

42.72% 

$22,02 

L  Ben  Lytle 
Acordia 

47 

4 

4 

East  Texas  State  U 
Indiana  U 

BS 
JD 

640.3 

$12  5 

— 

652.82 

1.07 

3,64 

John  G  Adler 
Adaptec 

56 

8 

6 

U  of  Mississippi 
Stanford  U 

BSEE 
MBA 

741.9 

22.7 

$1.8053 

2,569.9 

0.41 

3.11 

John  E  Warnock 
Adobe  Systems 

53 

11 

11 

U  of  Utah 
U  of  Utah 

BS 
PhD 

406.2 

427.3 

— 

833.5 

2.05 

17,76 

Henry  C  Jungling  Jr 
Ag  Services  of  America 

46 

8 

0 

167.2 

2.6 

— 

169.83 

9.25 

2,63 

Phillip  B  Lassiter 
Ambac 

50 

2  : 

2 

NC  State  U 

BS 

630.0 

38.7 

30.4 

699.1 

0.05 

80 

F  Sheridan  Garrison 
American  Freightways 

59 

11 

11 

U  of  Arkansas 

BA 

192.4 

3.9 

196.3 

38.94 

208,96 

Martin  Lemer 
American  List 

60 

28 

28 

Polytechnic  U 

BS 

726.4 

30.0 

756.4 

8.71 

5,46 

Paul  M  Verrochi 
American  Medical  Response 

44 

1 

r 

US  Merchant  Marine 

BS 

155.0 

155.0 

8.35 

25,28 

Rodger  B  Dowdeli  Jr 
American  Power  Conversion 

44 

8 

8 

Brown 

U  of  Rhode  Island 

BS 
MS 

659.0 

30.1 

689.1 

11.26 

200,95 

Frederick  W  Lang 
Analysts  International 

69 

27 

27 

U  of  Minnesota 

BBA.  BSEE 

481.7 

2.6 

484.3 

3.10 

4,60 

Tom  E  Dupree  Jr 
Apple  South 

41 

15 

15 

Georgia  Tech 
Georgia  State  U 

BS 
MS 

339.0 

339.0 

37.27 

121,86 

Christopher  A  Twomey 
Arctco 

45 

10 

."'77 

U  of  North  Dakota 

BA 

325.0 

4.4 

329.4 

0.66 

3,22 

Edward  H  Arnold 
Arnold  Industries 

54 

36 

22 

U  of  Notre  Dame 

BS 

811.7 

24.7 

836.4 

26.73 

141,5? 

Marlin  Miller  Jr 
Arrow  International 

61 

18 

18 

Alfred  U 
Harvard 

BS 
MBA 

542.7 

101.3 

644.0 

21.05 

108.27 

George  F  Pickett  Jr 
Atlantic  Southeast  Airlines 

52 

14 

14 

U  of  Texas  Austin 
Georgia  State  U 

BS 
MBA 

340.2 

38.4 

399.6 

778  2 

1.72 

17.16 

Stock  prices  as  of  Oct.  8.  'Includes  all  share  classes,  includes  compensation  received  as  chief  executive  of  Acordia's  parent,  Associated  Insuranc 
Cos.    3Became  chief  executive  August  1993.  Salary  is  annualized  and  for  position  of  chief  operating  officer. 
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Has  Earned  Its  Wings  From  USAir. 


|       Dependable  departures  and  on-time  arrivals.  That's  why 
I  millions  of  people  get  on  board  USAir.  Crisp,  clean  copies  of  any 
i   document.  That's  why  USAir  is  on  board  with  Konica.  MsFm 

For  more  information,  call  1-800-2-KONICA.  I^OiilOfl 


©  1902  Konica  Business  Machines.  U.S.A.,  Inc. 


COPIERS'FAX 


CEOS  OF  THE  BEST  SMALL  COMPANIES  IN  AMERICA 


Chief  executive 
Company 

Dale  H  Ballard 
Ballard  Medical  Products 

Si  Sokol 
Bancinsurance 

Grahame  N  Clark  Jr 
BancTec 

David  C  Mahoney 
Banyan  Systems 

Warren  Eisenberg 
Bed  Bath  &  Beyond 

Joseph  P  Crugnale 
Bertucci's 

Max  P  Watson  Jr 
BMC  Software 

Robert  E  M  Nourse 
Bombay 

Clyde  B  Anderson 
Books-A-Million 

Allan  L  Bridgtord 
Bridgford  Foods 

Douglas  G  Carlston 
Broderbund  Software 

Roe  H  Hatlen 
Buffets 


Age   


Years-; — 
with  as 
company  CEO 


70 


65 


50 


48 


4? 


4/ 


55 


46 


50 


J  Douglas  Cagle 
Cagle's 

Ely  R  Callaway 
Callaway  Golf 

Tommy  D  Greer  62 
Catalina  Marketing 

David  Edell  61 
CCA  Industries 

Neal  L  Patterson  43 
Cerner 

John  R  Held  55 
Chipcom 

Rowland  Schaefer  77 
Claire's  Stores 

Steven  M  Scott  45 
Coastal  Healthcare  Group 

David  R  Mueller  41 
Comair  Holdings 

Curtis  A  Sampson  60 
Communications  Systems 

Gordon  S  Glenn  45 
Computer  Data  Systems 


15 


23 


22 


40 


32 


15 


23 


23 


-Compensation  ($thou)- 


Undergraduate      College  — 

graduate  degrees  salary  other  stock  total 
college  .  +  bonus  gains 


U  of  Utah 


BS 


U  of  Nebraska  Omaha  BA 
SMU  MBA 


Merrimack  C 


BS 


Louisiana  Tech  U  BBA 


Queens  U  BS 
U  of  Western  Ontario  MBA 


U  of  Alabama 

Stanford  U 

Harvard 
Harvard 


BS 


JO 


Pacific  Lutheran  U  BA 
U  of  Oregon  MB/ 


Emory  U 


Syracuse  U 


AB 


BA 


Oklahoma  State  U  BS 
Oklahoma  State  U  MBA 


Yale 
Harvard 


Indiana  U 
Indiana  U 

U  of  Cincinnati 


BS 
MBA 


AB 
MD 

BA 


U  of  Minnesota  BS 


U  of  Kentucky  BSME 


$212.7        -         -  $212.7 


208.0     $18.7      $237.5  464.2 


436.7       21.8        564.3  1,022.8 


350.2 


750.0  73.0 


187.7 


861.6 


350.2 


823.0 


187.7 


5.0      3,895.6  4,762.2 


1,075.4  139.1  3,118.4  4,332.9 
310.2        8.0  318.2 


370.5 


337.9 


238.0  3.7 


360.6  6.7 


1.0  13.1 


325.0  12.3 


235.3  0.7 


370.5 


337.9 


241.7 


367.3 


813.1 


305.2        4,6      3,404.4  3,714,2 


337.3 


236.0 


299.3        9.3      1.823.8  2,132.4 


750.0 


360.0  2.8 


467.2  142.9 


156.3 


377.5  7.4 


750.0 
362.8 
610.1 
156.3 
384.9 


—Stock  owned— 

%  mkt  val 
($thou) 

9.26%  $42,552 

46.94  18,336 

0.31  G81 

2.76  8,152 
14.66  160,752 
25.45  49,012 

0.70  10,339 

1.77  19,862 
12.74  20.930 

14.30  17,135 

19.31  89,237 
5.29  37,842 

41.07  22,529 

8.66  87,154 

0.04  178 

9.97  4.309 

14.90  66,740 

0.01  49 

12.86  42,062 

60.26  231,817 

4.01  26,666 

32.89  41,623 

0.90  655 


Stock  prices  as  of  Oct.  8.    'Includes  all  share  classes. 
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OES  YOUR  INVENTORY  HAVE  TROUBLE  FINDING  ITS  WAY? 


©  1992  Symbol  Technologies 


ien  faced  with  the  challenge  of  inventory 
itrol,  many  companies  don't  know  how  to  get 
m  point  A  to  point  B. 

The  maze  of  issues  confronting  you  can  be  over- 
elming.  Do  you  face  excess  inventory  of  items 
j  don't  need,  or  shortages  of  items  you  do  need? 
e  you  shipping  items  to  destinations  either 
»  early,  or  too  late?  Are  you  able  to  identify  in 
1  time  the  location  of 
terials  in  your  warehouse  iJrr( 
in  transit?  49 


Symbol  Technologies,  the  worldwide  leader 
in  bar  code  data  capture  systems,  has  invented  an 
innovative  radio  frequency  technology  that 
can  help  you  in  a  way  never  before  possible.  Our 
Spectrum  One®  wireless  network  can  help  you 
manage  inventory  more  efficiently  and  profitably, 
and  better  serve  your  customers. 

To  find  out  how  Symbol's  bar  code  data  capture 
solutions  can  change  the  way 
i/%MtkjgTnh.M  your  business  works,  call  us 

■m9"  today  at  1 -800-SCAN-234. 


Changing  the  way  business  works. 


CEOS  OF  THE  DEST  SMALL  COMPANIES  IN  AMERICA 

Chief  executive 
Company 

Age 

 Years-: — 

with  as 
company  CEO 

Undergraduate 

araHi  late 
glaUUalc 

college 

College 

Ucgiccb 

-Compensation  ($thou)- 

—Stock  owned- 
%       mkt  v< 
($tho 

salary 
+  bonus 

other  stock 
gains 

tntal 

O  l»ILi\CI  l/.IC  LCVYiO  111 

Computer  Network  Technology  ■ 

47 

7 

1 

Princeton 

BSEE 

$229.9 

$859.1 

$1,089.0 

2  48% 

$3,58 

Dan  M  Palmpr 

Udll  IVI  I  allllCI 

Concord  EFS 

50 

8 

4 

Memphis  State  U 

BA 

291.3 

959.7 

1,251.0 

1.36 

3,25 

H  Rnhprt  fiill 
ConferTech  International 

57 

5 

5 

Indiana  Tech 
Purdue  U 

BSEE 
MSEE 

220.0 

220.0 

0.04 

2 

C,  Arthur  ^pplhinrlpr 

Cooker  Restaurant 

50 

9 

9 

Ohio  State  U 

BS 

413.6 

2,156.7 

2.570.3 

11.88 

14,52 

lanp  f  1  Hirsh 

Copley  Pharmaceutical 

51 

21 

21 

U  of  Connecticut 

BS 

367.6 

367.6 

27.12 

258.72 

Cordis 

52 

10 

6 

U  of  Illinois 
U  of  Idaho 

BS 
MS 

604.0 

$8.1 

1,400.8 

2.012.9 

0.35 

1,74 

larnp<;  R  Ridino^ 

Craftmade  International 

43 

8 

7 

159.8 

9.6 

169.4 

19.11 

6,84 

rinnalrt  A  Fnis 

Credit  Acceptance 

49 

21 

1 

400.0 

1.5 

401.5 

64.60 

305,95 

C  V  Prothro 
Dallas  Semiconductor 

51 

9 

5 

Stanford  U 
Harvard 

BS 
MBA 

873.0 

17.4 

890.4 

1.84 

7.5C 

fipnrpp  D  1  pal 

UUUI  gt   U  .-(-i.il 

Dames  &  Moore 

59 

33 

12 

Santa  Clara  U 
U  of  Chicago 

BS 
MBA 

389.0 

16.2 

405.2 

2.03 

0  CA 

8,6' 

Rnhprt  V  Tarantinn 
Dataram 

50 

23 

7 

Villanova 
Rutgers 

BEE 
MSEE 

281.6 

14.8 

296.4 

4.28 

1.4C 

Robert  M  Davidson 
Davidson  &  Associates 

50 

4 

4 

Purdue  U  BS 
George  Washington  U  JD 

200.0 

16.8 

216.8 

48.20 

162,03 

David  P  Fra?ipr 
DF&R  Restaurants 

46 

16 

14 

Texas  Tech  U 

BBA 

177.9 

177.9 

14.78 

16.6C 

vviMidtii  n  uiuui 
DH  Technology 

1Q 

4  J 

8 

8 

U  of  Arkansas 

BSEE 

JJl.D 

1.5 

140.0 

HI  O.l 

0.02 

: 

Mykola  Moroz 

56 

8 

1 

281.5 

281.5 

0.25 

71 

Mirhapl  1  Wprt 

Dimark 

434.9 

0.09 

i 

Clifford  L  Reynolds 
DIY  Home  Warehouse 

46 

9 

4 

362.3 

2.2 

364.5 

2.05 

1,9; 

M  Dnzipr  fiarrinpr 
Eaton  Vance 

60 

25 

3 

Princeton 
Harvard 

AB 
MBA 

586.1 

39.5 

100.0 

725.6 

3.36 

in? 

Lawrence  F  Probst  III 
Electronic  Arts 

43 

9 

3 

U  of  Delaware 

BA 

573.0 

5.5 

1,462.1 

2,040.6 

0.15 

2,51 

Joseph  J  Porfeli 
Electronic  Information  Systems 

45 

4 

4 

Point  Park 

BS 

242.3 

15.0 

222.4 

479.7 

Donald  D  Maurpr 
Empi 

56 

15 

14 

South  Dakota  State 
Iowa  State 

BSEE 
MS 

325.2 

14 

1,433.5 

1,763.1 

3.62 

9,0! 

David  V  Clark 
Eskimo  Pie 

53 

15 

6 

U  of  Tampa 

BS 

331.5 

4.0 

335.5 

0.47 

31 

George  D  Wells 
Exar 

56 

1 

1 

U  of  Glasgow 

BS 

304.4 

4.6 

309.0 

0.01 

2 

Stock  prices  as  of  Oct.  8.  'Includes  all  share  classes. 
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JIM  AND  SARAH  BRADY 
DEFINITELY  HAVE  PRESTIGE: 


Ok  ol  {juetMuiA  (XvJ.  ^iuj  y^zt  Y1(mU#J  V^tMwnjj, 


cLl  a.  {)iOMt(^^r(r.  AU  Jfdt  (prir^ynA  you. 


reman  s  Fund  thanks  the  Bradys  forsh  aring  their  experience  with  us  and  for  choosing 

r  Prestige®  policy  to  insure  their  home.  We've  protected  America's  finest  homes  for  FiF6m<inS 

sr  130  years.  For  more  information,  contact  your  independent  agent  or  hroher.  — Fund  


*93  Rreman's  Fund  Insurance  Company 


WE  INSURE  GOOD  NEWS. 


Chief  executive  Age 
Company 


Years— - 
with  as 
company  CEO 


-Compensation  ($thou)- 


Larry  E  Rosenberger  47 
Fair  Isaac  &  Co 

Robert  A  Kierlin  54 
Fastenal 

Howard  Solomon  66 
Forest  Laboratories 

James  W  Kennedy 
Forschner  Group 

Tom  Kartsotis 
Fossil 

— — — — — — 1 

Hyrum  W  Smith  50 
Franklin  Quest 

Walter  A  Rhulen  62 
Frontier  Insurance  Group 

Stoney  M  Stubbs  Jr  57 
Frozen  Food  Express  Industries 

Joseph  D  Macchia  58 
Gainsco 

Norman  M  Some  58 
GBC  Technologies 

Richard  A  Liddy  58 
GenCare  Health  Systems 

Thomas  R  Owens  38 
GMIS 

Lawrence  M  Coss  55 
Green  Tree  Financial 

Gary  L  Luick  53 
GTI 

John  F  White  49 
Haemonetics 

William  J  Schoen  58 
Health  Management  Associates 

James  C  Smith  52 
HealthCare  Compare 

Norman  C  Payson 
Heaithsource 

Russell  A  Geidin  52 
Heartland  Express 

Jerry  D  Hall  50 
Jack  Henry  &  Associates 

Ronald  H  Hoenig  60 
Hoenig  Group 

Clifford  E  Hotte  46 
Homecare  Management 

James  A  Perakis  50 
IMRS 

Stock  prices  as  of  Oct.  &.  'hrludesa! 
the  firm's  stock. 


10 
30 
33 


23 


9 
15 
12 

1 

1 

2' 
10 


Undergraduate      College  — 

graduate  degrees  salary  other  stock  total 
college  .  +  bonus  gains 


—Stock  owned— 
%       mkt  val1 
($thou) 


MIT  BS 
U  of  Cal  Berkeley  MS 


U  of  Minnesota 
U  of  Minnesota 

CUNY  City 
Yale 


Fordham  U 


BS 
MBA 

BS 
LIB 

BA 


2  Brigham  Young  U  BS 
30  U  of  Connecticut  BS 


Texas  A&M 


Fairfield  U 


Cornell 


Iowa  State 


BS 


BS 


Col  of  the  Holy  Cross  BA 
Yale  MH/ 


Creighton  U 
Creighton  U 

William  Jewell  C 
U  of  Penn-Wharton 

use 


BS 
MBA 

BS 


BS 
MBA 


Northeastern  U 
MIT 

Dartmouth  MD 

Moorhead  State  U  BA 

NYU  BA 

Union  C  BS 

U  of  Michigan  PhD 

U  of  S  Carolina  BSEE 

Columbia  MBA 


$304.4  $1.7 
120.0 


$306.1       1.09%  $1,332 


120.0  15.03 


542.9 
288.6 
262.5 


5.7    $32,033.7      32,582.3  1.26 


7.0 


1.4  3.6 
1.0  39.0 


295.6  0.50 

262  5  42  84  90,640 

647.0  15.30  80,551 

619.0  10  34  35,179 


830.7       36.5      1,469.6       2,336.8       4.44  6,981 


748.6  28.4 


332.0  39.5 


777.0      11.12  24,225 


371.5  33.63 


0.02 


263.8        0.1       554.0         817.9  2.0 
5,118.2        —         —       5,118.2  2.0 
411.3       13.7      1,184.0       1,609.0  0.0 


694.6  117.9 


812.5      11.26  72,324 


.3       3.66  28.225 


435.5       16.2      5,273.4       5,725.1       2.23  15.030 


377.0  10.0 

300.0  — 

218.8  2.6 

730.0  96.8- 

250.0  2.2 


387.0  8.45  56,957 

300.0  50.02  147,565 

221.4  12.14  15,940 

826.8  18.09  11,135 

252.2  20.91  14,326 1 


298.0 


1.0      2,292.7       2,591.7  1.45 


share  classes.    2  Chief  executive  compensated  by  General  American  Life  Insurance,  a  mutual  company  that  owns  72%  of 
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Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
their  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  that's  what  you  need  to  start  building  the  tomorrows  you  dream  of  today. 

Call  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  2. 


ICeiuper 


muTuai  f  Linos 


J 


Were  Building  Tomorrows  Today 


Before  you  invest  in  a  fund,  carefully  read  the  brochure  and  prospectus  containing  more  complete  information,  including  management  fees  and 
expenses.  Fund  performance  cannot  be  guaranteed  and  will  fluctuate. '  1993  Kemper  Financial  Services,  Inc.    21 5640 


CEOS  Or  THE  BEST  SMALL  COMPANIES  IN  AMERICA 

Chief  executive 
Company 

Age 

 rears 

with 
company 

I  1  nriororari i  la tp 
UMUClgldUUdLC 

graduate 
college 

uui  lege 

degrees 

Compensation  ($thou)- 

—Stock  owned— 
%       mkt  vaP 
($thou) 

as 

CEO 

salary 
+  bonus 

other  stock 
gains 

total 

Charles  E  Selecman 
Input/Output 

65 

9 

9 

SMU 

BA 

$314.1 

fmi  t; 

$415.6 

1  rtocy 

tl  77* 

Bradley  S  Scott 
Insurance  Auto  Auctions 

45 

11 

11 

'use 

BA 

488.2 

7  a 

1.0 

496.02 

WAf 

OG  ££1 

Edward  H  Arnold 
Integrated  Circuit  Systems 

53 

17 

17 

U  of  Miami 

BS 

273.9 

273.9 

ic  ic. 
lb.  ID 

OC  f  39 

Charles  E  Barrett 
Intergroup  Healthcare 

47 

12 

■  7 

331.9 

1  C\A  Q 

1U4.8 

tC70  £ 

1,009.2 

4 

4 

Robert  M  Delf 
Interlinq  Software 

44 

8 

8 

U  of  Brit  Columbia 
City  U  Seattle 

BS 
MBA 

206.1 

206.1 

Ralph  R  Weiser 
International  Recovery 

68 

9 

NYU 
Harvard 

BA 
JD 

401.3 

401.3 

0  00 

o.oo 

0  QCR 
L,  DOD 

Daniel  D  Hammond 
InterVoice 

41 

10 

7 

U  of  Central  Florida 

BSE 

424.4 

A  Q 

4.0 

007  O 
Oil  .3 

1,256.5 

O  QC 
0.00 

10  KA1 
10.04/ 

A  Malachi  Mixon  III 
Invacare 

53 

14 

14 

Harvard 
Harvard 

BA 
MBA 

636.7 

OOI  8 

/J  1-0 

1  Aid  A 
1.4/0.4 

2,344.9 

7  A") 
1  At 

07  3J3. 

Jean  Madar 
Jean  Philippe  Fragrances 

32 

a 

8 

Ecole  SS  Econ  &  Com 

MBA 

270.2 

Al  A 
4/.4 

317.6 

08  70 
Lo.i  L 

4Z.U04 

Frank  E  Baxter 
Jefferies  Group 

56 

18 

6 

U  of  Cal  Berkeley 

BA 

825.0 

11. U 

836.0 

7  AO 
IAL 

1 1  QQ1 
1  I.Sol 

Dennis  M  Jones 
Jones  Medical  Industries 

55 

12 

12 

200.0 

1  O  0. 
l0.3 

213.9 

01  R8 
Zl.oO 

01  CA\ 
01.341 

Steven  B  Nichols 
K-Swiss 

51 

6 

6 

NYU 

BS 

536.3 

00  7 

569.0 

00  CO 

vim 

John  F  Keane 
Keane 

62 

27 

27 

Harvard 
Harvard 

BA 
MBA 

259.4 

A  A 

4.4 

263.8 

01  R£ 

,18  K9.8 
4O.0O0 

Morrie  K  Abramson 
Kent  Electronics 

58 

20 

20 

U  of  Houston 

BA 

579.6 

1£  7 

lb./ 

596.3 

1  Al 
1.4/ 

0  A9.fi 

Cyrus  Y  Tsui 
Lattice  Semiconductor 

48 

HH 

use 

Stanford  U 

BS 
MS 

691.9 

C  1 

7  010/1 

3.509.4 

1  1  £ 
1.13 

A  7i3. 
4./40 

William  A  Dinsmore  III 
Learning  Co 

47 

7 

U  of  Calif  Santa  Barb  BA 
USC  MBA 

242.4 

4.0 

7Cn  o 

997.8 

1  £0 

l.JO 

1  7J1  1 
1./41 

Robert  W  MacDonald 
Life  USA  Holdings 

50 

ll  6 

6 

800.0 

800.0 

lfl  OQ 

lU.oo 

07  7CO 

0/,/oU 

Robert  H  Swanson  Jr 
Linear  Technology 

55 

12 

12 

Northeastern  U 

BS 

600.4 

6.8 

607.2 

n  70 
U./o 

8  88« 

0,000 

Jamie  B  Coulter 
Lone  Star  Steakhouse  &  Saloon 

53 

2 

1 

Wichita  State 

BS 

145.0s 

145.0 

17  no 

l  in  onq 
143/Uj  j 

Paul  M  Pankratz 
Magma  Power 

61 

9 

1 

U  of  Kansas 

BS 

431.7 

i  ai  n 
14,5. U 

574.7 

n  no 

oon 
lev 

Gordon  H  McNeil 
Magnetic  Technologies 

52 

19 

19 

223.1 

223.1 

4.37 

665  ! 

Anthony  W  DeSio 
Mail  Boxes  Etc 

63 

13 

10 

U  of  Connecticut 

BSEE 

260.0 

18.3 

161.4 

439.7 

5.99 

9.364 

Alan  1  Kirshner 
Markel 

58 

33 

10 

Vanderbilt  U 

AB 

445.5 

82.9 

528.4 

3.18 

6.827 

Stock  prices  as  of  Oct.  8.  'Includes  all  share  classes. 
JLess  than  0.01%.  Annualized. 

2  Compensation  for  fiscal  year  ended  June  1992. 

Shareholdings  as  of  September  1993. 

2  tot) 
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Chief  executive 
Company 

Age 

 -Vonrc  

Undergraduate 
graduate 
college 

College 
degrees 

-Compensation  ($thou)- 

—Stock  owned— 
%       mkt  val1 
($thou) 

with 
company 

as 
CEO 

salary 
+  bonus 

other  stock 
gains 

total 

jonn  r  uittoiq 
Maxim  Integrated  Products 

10 

10 

iipi  /\ 

UL.LA 

DCCC 
Ditt 

J4MJ.y 

$1,517.0 

t\  QQ7  0. 

2.26% 

$11,845 

kpnnpth  W  DavifKnn 

nCllllCUl  1/OVIUoUII 

46 

7 

1  3 1 !  ron  h  3  n  11 
LdUicllUdll  U 

R<J 
Do 

$38.2 

— 

?Qfi  9 

L  JV.L 

3.72 

4,299 

Thnm a ^  M  fl'Dnnnpll 

McDonald  &  Co  Investments 

5 

II  nf  Wfttro  riamo 

U  of  Penn-Wharton 

RRA 
DDn 

MBA 

SRI  R 

JOO.O 

14.0 

— 

SQ7  R 

2.00 

2,612 

HirniH  R  ^ipopI 

Medical  Technology  Systems 

65 

V  7 

.  7 

Pnlnmhia 

DO 

— 

— 

 2 

11.93 

4,336 

Rirhsrd  P  Iplinpk 

Medicus  Systems 

56 

24 

8 

1 1  nf  Mmhtoan 

U  Ul  IVIIUIIgdll 

U  of  Michigan 

RSF 

DOC 

PhD 

?(!'?  R 

LUO.O 

0.4 

— 

204  2 

48.91 

35,812 

^rwnrpr  F  Kirk 

Megahertz 

"V) 

JL 

7 

5 

II  nf  Utah 
U  Ul  Uldll 

U  of  Utah 

r<; 

DO 

MBA 

00  J.  0 

0.1 

— 

JUJ.J 

12.17 

30,874 

r.arr'P  7imrnpr 

UCUIgC  LIHMIIC! 

Men's  Wearhouse 

44 

20 

20 

VVdofllflgiUII  U 

RA 
DM 

JUU.U 

1.2 

5.269.7 

s  fi^n  q 

26.41 

88.918 

Inhn  N  Rnnrat 

Mercury  Finance 

57 

Jl 

9 

■B 

1 ,  IUj.j 

6.5 

6,912.2 

r  n??  n 

1.40 

32,380 

Inhn  W  f  astrn 

Merrill 

45 

15 

9 

si  q  n 

Jl  J.U 

26.8 

— 

R 

J4J.0 

16.16 

32,990 

liuiic  U  Rrnuun  lr 
LUUii  IVI  DlUYVM  Jl 

Micros  Systems 

16 

0 

Inhnc  Hnnlnnc  II 

R<!FF 

DOLL 

— 

 3 

0.27 

345 

1  miic  r  nnconfinn 
LUUli  0  UUoclllhlU 

Minntech 

19 

19 

Pnhrtonhnin  1 1 
rUiyicUHML  U 

Polytechnic  U 

r<; 

DO 

PhO 

l?fi  fi 

9.1 

460  7 

1  JO.4 

4.60 

3,515 

lank  n  Pallaohor 
Jdln  It!  Udlldgllcl 

Monro  Muffler  Brake 

Jl 

6 

6 

1 1  nf  Pinnnnati 
U  Ul  L-H IL  II 1 1  Id  11 

RRA 
DDn 

010.  J 

— 

- 

oio.  J 

— 

— 

fVIIUIdCl  0  OldlHco 

MS  Carriers 

HO 

15 

7 

1 1  nf  Micciccmni 
U  Ul  IV1 1  b o 3 o b f p p  1 

RRA 
DDn 

Ol/.U 

31.3 

ojo.o 

28.48 

90,280 

Pnu  Mrknioht 

Mylan  Laboratories 

79 
it 

17 

17 

Prinnofnn 

RSFF 

DOLL 

?  nnn  n 

l.UUU.U 

453.2 

2,3/5  C 

i  R?R  ? 

4,OcOx 

2.53 

57.796 

CUgcNc  IYI  licHUCIg 

Nabors  Industries 

6 

6 

II  nf  Maccanhncottc 
U  Ul  IVIdiodUIUocilo 

Princeton 

RA 
Dn 

MA 

i  fian  n 

1.04U.U 

174.6 

— 

1  Rli  fi 

1,014.0 

5.50 

32,637 

Snhprt  A  Parlcnn 

NAI  Technologies 

fin 

uu 

8 

3 

Pratt 
r  i  oil 

RSMF 

UOIVIL 

339.3 

64.5 

632.0 

1  ,UJ  0.0 

1.74 

1,115 

l!an  !"1  konnorlu 
Tidll  u  r\clHlcUy 

Nature's  Sunshine  Products 

fi? 

4 

Pnloatp  II 

RA 
Dn 

IQfi  1 

OjQ.O 

15.6 

122.9 

R 

J04.0 

0.48 

595 

idlvcy  L  odMUcrS 

Nautica  Enterprise: 

A'i 

40 

21 

15 

1 1  nf  UsnilonH 
u  ui  iiidiyidiiu 

RA 
on 

fi?n  q 

VLV.J 

2.2 

— 

fi21  1 

OiO.  1 

12.81 

25,881 

nhmo  Qrhnlta  lr 
UlHlIc  OUIUIlc  Jl 

NCI  Building  Systems 

RR 

JO 

9 

9 

?lfi  fi 

L  1U.U 

— 

— 

?lfi  fi 

L  1U.U 

14.70 

16,112 

HOumnnH  1  ^rl/tn  lr 

j  ftdyUIUNU  LdlKin  Jl 

Nellcor 

AC. 
1j 

10 

3 

Ld  Odllc 

RS 

DO 

400.  / 

— 

947.5 

1  431  2 

1 ,40 1 .(- 

0.56 

1,862 

.cSltc  U  UcMcMO 

Network  General 

V) 

JL 

0 

0 

Air  Fnrnp 
nil  ruitc 

Stanford  U 

RS 

DO 

MBA,  PhO 

 4 

luucn  onayc 
New  Line  Cinema 

<iA 
J4 

26 

26 

1 1  nf  Mmhioan 

U  Ul  IVIIllllgdll 

Columbia 

RA 
JD 

113.8 

1  0^7  8 

1  ,UO  /  .0 

15.89 

54,574 

Ihris  H  Horgen 
Nichols  Research 

46 

17 

9 

Iowa  State 

use 

BS 
MS 

236.0 

25.2 

261.2 

5.85 

4,515 

>tock  prices  as  of  Oct.  8.  'Includes  all  share  classes.    2  Chief  executive  is  paid  less  than  the  $100,000  reporting  threshold.    3Acting  chief  executive;  salary  not 
ivailable.    4  Chief  executive  joined  company  in  February  1993.  Compensation  and  shareholdings  are  not  available. 
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Chief  executive 
Company 


Age 


44 


 Years- 

with 

company  CEO 


Undergraduate  College 


-Compensation  ($thou)- 


graduate 
college 


degrees     salary      other  stock 
+  bonus  gains 


David  E  O'Reilly 
O'Reilly  Automotive 

Douglas  C  Chance  51 
Octel  Communications 

Ahmed  D  Kafadar  78 
OEA 


Earl  E  Congdon  62 
Old  Dominion  Freight  Line 

H  Tom  Buelter  52 
On  Assignment 

Henry  D  Jacobs  Jr  60 
One  Price  Clothing  Stores 

Chris  T  Sullivan  45 
Outback  Steakhouse 

Gary  L  Groves  48 
Pacific  Physician  Services 

Steven  C  Walske  41 
Parametric  Technology 

B  Thomas  Golisano  51 
Paychex 

Michael  E  Herbert  49 
Physicians  Health  Services 

Richard  H  Lewis  44 
Prima  Energy 

Joseph  W  Alsop 
Progress  Software 

Michael  W  Dunaway 
Psicor 

Douglas  H  Stickney  37 
Quantum  Health  Resources 

Leslie  C  Quick  Jr  6/ 
Quick  &  Reilly  Group 

Richard  N  Berman  37 
R&B 

Walter  W  Straub  49 
Rainbow  Technologies 

Luis  E  Lamela  43 
Ramsay-HMO 

James  R  Fornear  63 
Res-Care 

Gerald  E  McGinnis  59 
Respironics 

Richard  J  Pinola  47 
Right  Management  Consultants 

Derrick  N  Key  45 
Roper  Industries 


21 
3 
36 
43 
4 
9 
6 
10 
6 
22 
17 
13 
11 
25 
5 
19 
15 
il 
16 
19 
22 
1 


4 
9 
3 
10 
6 
22 
17 
13 
11 
25 
5 
19 
15 
10 
1 

19 

22 
1 


Princeton 
Harvard 


Swarthmore  C 
Harvard 


—Stock  owned- 

%  mkt  va 
($thoi 

17.84%  $38,071 

0.20  851 

13.37  76.351 

18.09  27,251 

2.35  1,001 

25.92  31,581 

12.35  114,25' 

29.89  72,331 

2.25  49,08f 

13.99  140,531 

6.30  9,62! 


Widener  U 

U  of  Pennsylvania  BA 


Drexel  U 
Drexel  U 

U  of  Florida 
U  of  Miami 


BS 
MBA 

BS 


Southern  Illinois  U  BS 

Southern  Illinois  U  MS 

U  of  Illinois  BSME 

U  of  Pittsburgh  MSME 


.0  13.7 
1.0 

3.5  1,573.4 
2.5  — 


King's  C 


BS 


286.6 
555.7 
149.3 
311.3  47.9 
150.03  7.3 
208.2  1,585.9 


313.7 

730.4  1,018.0 

2,132.6 
151.8 
359.2 
171.1 
1,794.1 


13.8 


11.12  43,63/ 

22.49  15,421 

6.83  9.198 

1.02  2.40C 

20.15  18,864 

9.15  13,351 

0.24  9S 

2.82  14,42! 


Stock  prices  as  of  Oct.  8.  'Includes  all  share  classes.    2  Became  chief  executive  March  1993.    3  Annualized. 
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!hief  executive 
Company 

Age 

 Years 

Undergraduate 
graduate 
college 

College 
degrees 

-Compensation  ($thou)- 

—Stock  owned— 
%       mkt  val1 
($thou) 

with 
company 

as 
CEO 

salary 
+  bonus 

other  stock 
gains 

total 

William  P  Kennedy 
Rotech  Medical 

49 

13 

13 

U  of  S  Carolina 

BS 

$155.8 

$155.8 

29.36% 

$27,704 

i/Iario  Sbarro 
Sbarro 

51 

16 

9 

595.0 

595.0 

10.37 

55,387 

■■HHHHHHBHHHHS1 
ames  K  Schuler 

Schuler  Homes 

55 

5 

498.0 

498.0 

73.70 

409,052 

)ale  A  Spencer 
SciMed  Life  Systems 

48 

13 

•  7 

U  of  Maine 
Southern  Illinois  U 

BS 
MBA 

289.8 

$15.3 

$2,292.3 

2,597.4 

1.01 

7,382 

*aut  Goldin 
Score  Board 

61 

4 

4 

Wesleyan  C 
Drexel  U 

BA.  BS 
MBA 

254.0 

33.4 

166.6 

454.0 

15.83 

25,863 

nthony  M  Marlon 
Sierra  Health  Services 

50 

21 

9 

Col  of  the  Holy  Cross 
SUNY  Health  Science 

BS 
MD 

542.6 

180.2 

722.8 

27.13 

60,309 

udyO  Sims 
Software  Spectrum 

41 

10 

5 

Texas  Tech  U 

BBA 

239.6 

8.0 

247.6 

10.14 

9,973 

ierald  Diamond  55 
Southern  Electronics 

13 

13 

423.8 

2.2 

426.0 

14.29 

12,090 

on  A  Buchholz 

Southwest  Securities  Group 

64 

21 

21 

North  Texas  State  (J 

BBA 

459.3 

30.0 

489.3 

5.05 

4,465 

obert  S  Speizman 
Speizman  Industries 

53 

29 

17 

U  of  Pennsylvania 

BS 

297.7 

22.1 

319.8 

50.35 

12,398 

obert  L  Wieseneck 
SPS  Transaction  Services 

56 

6 

6 

Roosevelt  U 
U  of  Chicago 

BBA 
MBA 

350.0 

102.2 

41.3 

493.5 

0.08 

605 

rank  S  Trumbower2 
SSE  Telecom 

56 

4 

3 

San  Francisco  State  U  BS 
London  Sch  Economics  PhD 

22.33 

12,303 

avid  S  Samuels 
State  Of  The  Art 

38 

8 

8. 

Ohio  State  U 

BS 

350.0 

1.6 

750.0 

1,101.6 

6.63 

5,983 

oy  E  Mayers 

Steck-Vaughn  Publishing 

50 

5 

5 

CUNY  City 

BS 

403.0 

6.7 

409.7 

011 

178 

ay  Stein 
Stein  Mart 

48 

26 

4 

387.5 

50.1 

437.6 

57.78 

299,028 

rank  F  Ferola 
Stephan 

6 

536.5 

254.0 

790.5 

18.18 

10,329 

terling  L  Williams 
Sterling  Software 

50 

12 

12 

East  Central  U 

BS 

800.0 

70.2 

4,565.6 

5,435.8 

0.08 

366 

ichard  H  Chandler 
Sunrise  Medical 

50 

10 

10 

Princeton 
U  of  Chicago 

BA 
MBA 

493.3 

13.7 

507.0 

13.54 

55,495 

eorge  Feldenkreis 
Supreme  International 

58 

26 

26 

Havana  U 

JD 

20.8 

8.5 

29.3 

32.59 

12,405 

;rry  C  Moyes 
Swift  Transportation 

49 

21 

9 

Weber  State 

BBA 

405.7 

10.3 

416.0 

36.24 

88,352 

arvey  C  Jones  Jr 

40 

5 

5 

Georgetown  U 
MIT 

BS 
MS 

202.5 

7.2 

175.0 

384.7 

1.15 

7,344 

A  n 

ionard  Florence 
Syratech 

62 

7 

7 

Boston  U 

BBA 

800.0 

23.5 

823.5 

28.42 

43,883 

ichard  Cervera 
Taco  Cabana 

36 

6 

3 

Claremont  McKenna  C  BS 

290.7 

290.7 

tock  prices  as  of  Oct.  8.  'Includes  all  share  classes.  2 

Chief  executive  is  the  director  of  a  consulting  firm; 

he  is  not  an  employee  of  SSE  Telecom. 
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CEOS  OF  THE  BEST  SMALL  COMPANIES  IN  AMERICA 


Chief  executive 
Company 

Age 

 Years 

with 
company 

Undergraduate 
graduate 
college 

College 
degrees 

■Compensation  ($thou)- 

—Stock  owned— 
%       mkt  va 
(Sthou 

as 
CEO 

salary 
+  bonus 

other  stock 
gains 

total 

Van  M  Hubbard 
Tecnol  Medical  Products 

53 

17 

15 

Texas  Tech  U 
U  of  Texas  Austin 

BBA 
MBA 

$482.2 

$0.3 

$482.5 

15.15% 

$43,858 

David  R  Buchanan 
Three-Five  Systems 

60 

6 

6 

U  of  Iowa 
U  of  Iowa 

BSEE 
MSEE 

203.2 

9.2 

212.4 

12.17 

8.89C 

Sidney  W  Swartz 
Timberland 

57 

15 

7 

552.5 

4.8 

557.3 

61.58 

438.65E 

Melvin  J  Gordon 
Tootsie  Roll  Industries 

73 

31 

Harvard 
Harvard 

AB 
MBA 

855.0 

347.2 

1,202.2 

19.032 

152.22C 

Richard  W  Lfssery 
Total  System  Services 

46 

28 

10 

Auburn  U 

BA 

294.9 

828.2 

1,123.1 

0.51 

5,215 

Edwin  S  Chan 
TRM  Copy  Centers 

61 

9 

8 

U  of  Oregon 

BS 

198.3 

12.4 

210.7 

3.41 

2,491" 

Julius  V  Combs 
United  American  Healthcare 

62 

9 

9 

Wayne  State  U 
Wayne  State  U 

BS 
MD 

234.4 

11.3 

245.7 

8.47 

5.765 

Casey  G  Cowell 
US  Robotics 

40 

17 

17 

U  of  Chicago 

BA 

808.2 

20.6 

828.8 

12.68 

46,174 

Robert  M  Powell 
USA  Truck 

59 

4 

4 

ii    i  m  ll  o  i :  

U  of  North  Carolina 

BS 

295.5 

6.7 

302.2 

25.68 

34,356 

Kevin  L  Cornwell 
Utah  Medical  Products 

47 

0 

0 

Stanford  U 
Stanford  U 

BS 

MS.  MBA 

 3 

J  Rex  Vardeman 
Vertex  Communications 

54 

9 

9 

T              T      L  1  1 

Texas  Tech  U 
SMU 

BS 

202.8 

202.8 

5.75 

3.80C 

Patnzio  Vinciarelli 
Vicor 

A  1 

4/ 

12 

1  0 

12 

U  of  Rome 

PhD 

1  00  0 

129.0 

13.6 

1(10  A 

49.44 

173,011 

Stewart  Bainum  Jr 
Vitalink  Pharmacy  Services 

47 

21 

HI 

Pacific  Union  C 
UCLA 

BA 
MBA 

768.8 

13.7 

782.5" 

2.4 14 

3,37: 

Kent  J  Thiry 
Vivra 

Stanford  U 
Harvard 

BA 
MBA 

314.3 

314.3 

Donald  J  Ehrhch 
Wabash  National 

55 

8 

8 

326.3 

4.1 

330.4 

2.03 

6.87J 

1  _                     II  III    1      L  1 

Lawrence  M  Waterhouse  Jr 
Waterhouse  Investor  Services 

56 

15 

15 

802.0 

89.4 

$682.6 

1,574.0 

30.26 

90,26/ 

ML    J  II  ILL  J 

Alben  H  Nahmad 
Watsco 

53 

20 

20 

Purdue  U 

New  Mexico  State  U 

BS 
MBA 

1,060.0 

55.9 

1,369.1 

2,485.0 

28.68 

11,21: 

Allen  Y  Chao 
Watson  Pharmaceuticals 

48 

10 

10 

Taipei  Medical  C 
Purdue  U 

BS 
PhD 

148.6 

36.8 

M 

185.4 

10.61 

46,29$ 

Ted  Thompson 
X-Rite 

64 

26 

17 

Aquinas  C 

BS 

256.4 

8.5 

264.9 

7.76 

1 6.53C 

Bernard  V  Vonderschmitt 
Xilinx 

70 

9 

9 

Rose-Hulman  Tech 
U  of  Pennsylvania 

BSEE 

MSEE,  MBA 

212.6 

212.6 

2.51 

25,90^ 

r  j  i  i  i/  i  

Edward  L  Kaplan 
Zebra  Technologies 

50 

24 

24 

Illinois  Tech 
U  of  Chicago 

BS 
MBA 

343.3 

25.9 

369.2 

21.26 

119,827 

r  j  ,  _    »  ri__i. 

Edgar  A  Sack 
Zilog 

63 

4 

4 

Carnegie-Mellon 
Carnegie-Mellon 

BS 

MS,  PhD 

699.7 

23.4 

723.1 

2.66 

17,195 

Frank  B  Manning 
Zoom  Telephonies 

45 

16 

16 

MIT 
MIT 

BS 
PhD 

57.5 

0.4 

1,209.5 

1,267.4 

11.82 

8.485 

Stock  prices  as  of  Oct.  8.    Includes  all  share  classes.   2Shares  held  jointly  with  wife,  Ellen  Gordon,  who  is  an  officer  of  the  company,   ^hief  executive  joined  the 
company  at  the  end  of  its  most  recent  fiscal  year;  compensation  and  shareholdings  are  not  available.   'Ownership  reflects  shares  held  in  Manor  Care,  which  hold: 
82%  of  Vitalink.  Compensation  is  for  serving  as  chief  executive  of  Manor  Care. 
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Just  because  your  company  is  private, 
it  doesn't  mean  you're  protected  from  the  public. 

,  The  directors  and  officers  of  smaller  private  companies  face  the  threat  o.t"  personal  liability  from 
igation  brought  by  government  agencies,  Competitors,  contractors,  vendors,  employees  or  customers, 
rtunately,  Chubb's  Executive  Protection  Department  knows  how  to  tailor  D&O  coverage  to  protect 
i  leaders  of  private  companies  from  the  risks  that  go  with  the  responsibilities.  Talk  to  your  agent  or 
^ker,  or  call  1-800-36  CHUBB.     -  m 


sure  your  world  with  Chubb  ' 

promotional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance  Companies  who  issue  "covi-rasc.  ' 
ibb  is  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS.  ,  .' 


k: 

CHUBB 


Ranking  the  best 

small  companies  in  Americ; 


— Where  they  rank  

Company 

Exchange 

Ticker 

5 -year 

Sales 

Profits 

Marke 

5-year 

Sales 

Profits 

Market 

symbol 

average 

($mil) 

($mil) 

value 

average 

value 

ROE 

($mil 

ROE 

8 

180 

156 

186 

Aames  Financial 

0 

AAMS 

57.4% 

$31 

$5.0 

$52 

105 

50 

36 

78 

Acordia 

n 

ACO 

19.7 

218 

22.1 

339 

149 

5 

8 

26 

Adaptec 

0 

ADPT 

15.6 

328 

52.0 

768 

27 

14 

9 

22 

Adobe  Systems 

0 

ADBE 

32.2 

298 

49.7 

oc  c 

865 

61 

143 

191 

198 

Ag  Services  of  America 

0 

AGSV 

23.7 

CO 

63 

0  0 

L.L 

on 

159 

15 

1 

6 

Ambac 

n 

ABK 

14.4 

295 

157.2 

1,728 

129 

17 

59 

40 

American  Freightways 

0 

AFWY 

17.6 

293 

16.6 

537 

38 

200 

174 

177 

American  List 

a 

AMZ 

28.2 

11 

3.8 

63 

52 

90 

122 

89 

American  Medical  Response 

n 

EMT 

25.3 

134 

1 A 

ono 

17 

58 

16 

5 

American  Power  Conversion 

0 

APCC 

36.5 

198 

36.2 

1,784 

51 

75 

113 

128 

Analysts  International 

0 

ANLY 

25.4 

160 

8.3 

148 

7 

94 

141 

85 

Apple  South 

0 

APSO 

64.1 

122 

5.7 

327 

71 

55 

47 

50 

Arctco 

0 

ACAT 

22.2 

205 

19.5 

491 

92 

37 

26 

43 

Arnold  Industries 

0 

AIND 

20.4 

oa  n 

249 

oc  c 

con 

43 

81 

32 

47 

Arrow  International 

0 

ARR0 

27.0 

150 

23.6 

514 

80 

29 

11 

17 

Atlantic  Southeast  Airlines 

0 

ASAI 

21.2 

255 

39.2 

996 

48 

146 

54 

55 

Ballard  Medical  Products 

n 

BMP 

26.1 

61 

17.5 

460 

112 

196 

192 

192 

Bancinsurance 

0 

BCIS 

19.1 

17 

2.2 

39 

174 

40 

67 

104 

BancTec 

0 

BTEC 

13.3 

240 

14.8 

220 

139 

95 

95 

91 

Banyan  Systems 

0 

BNYN 

16.6 

121 

11.1 

295 

15 

26 

50 

12 

Bed  Bath  &  Beyond 

0 

BBBY 

39  0 

258 

19.0 

1,097 

147 

144 

147 

113 

Bertucci's 

0 

BERT 

15.7 

62 

5.4 

193 

29 

31 

4 

9 

BMC  Software 

0 

BMCS 

31.4 

253 

70.4 

1.482 

179 

43 

61 

11 

Bombay 

n 

BBA 

13.1 

232 

16.1 

1,122 

141 

106 

170 

118 

Books-A-Million 

0 

BAMM 

16.4 

108 

4.1 

164 

64 

108 

144 

146 

Bridgford  Foods 

0 

BRID 

23.3 

104 

5.5 

120 

83 

112 

76 

54 

Broderbund  Software 

0 

BROD 

•  21.1 

96 

13.6 

462 

78 

18 

58 

28 

Buffets 

0 

BOCB 

21.3 

285 

17.1 

715 

171 

16 

132 

184 

Cagle's 

a 

CGLA 

13.4 

294 

6.5 

55 

37 

63 

23' 

15 

Callaway  Golf 

n 

ELY 

28.5 

187 

28.6 

1,007 

99 

134 

108 

64 

Catalina  Marketing 

n 

POS 

20.0 

74 

8.7 

397 

196 

172 

193 

189 

CCA  Industries 

0 

CCAM 

10.8 

40 

2.2 

43 

a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange.    0:  Nasdaq.    *lncludes  all  share  classes. 
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ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  computers 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  productive. 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


ARDIS.  WHAT'S   MISSING   IS  THE  WIRE. 


] 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems." 


1-800-662-5  3  28       Ext.  430 


RANKING  THE  BEST  SMALL  COMPANIES  IN  AMERICA 

— Where  they  rank  

Company 

Exchange 

Ticker 

5-year 

Sales 

Profits 

Marke 

5-year 

Sales 

Profits 

Market 

symbol 

average 

($mil) 

($mil) 

value* 

average 

value 

ROE 

($mil) 

ROE 

124 

105 

84 

56 

Cerner 

0 

CERN 

18.1% 

$109 

$12.2 

$448 

148 

97 

no 

98 

52 

Chipcom 

0 

CHPM 

15.7 

119 

10.5 

470 

88 

24 

CO 

53 

84 

Claire's  Stores 

n 

00  7 

iv.l 

oco 

17  Q 
1/.3 

007 
ill 

70 

/ 

00 

67 

Coastal  Healthcare  Group 

0 

PPDD 

00  7 
LL.l 

001 

10  A 

0.8C. 

142 

23 

on 

30 

32 

Comair  Holdings 

0 

PP.MD 

IvUIVm 

lo.i 

£03 

ARC. 
003 

181 

155 

134 

141 

Communications  Systems 

0 

CSII 

12.9 

54 

6.2 

127 

182 

66 

1  AC 

145 

166 

Computer  Data  Systems 

0 

CPTD 

12.8 

181 

5.5 

73 

191 

169 

1  71 

1/1 

132 

Computer  Network  Technology 

0 

PMMT 
IMNI 

1  1  7 
11./ 

A  1 

41 

A  1 

4.1 

143 
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a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange,    o:  Nasdaq.    'Includes  all  share  classes. 
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fyou  think  Airbus  Industrie  makes  only  one  aircraft, 
laybe  this  will  change  your  view. 

Airbus  Industrie  has  achieved  a  30%  share  of  the  international  civil  aviation  market  because  its  long-term  business 
ategy,  based  on  a  clear  vision  of  the  world's  air  transport  needs,  has  created  not  just  one  aircraft  but  a  family  of 
/en:  including  the  world's  largest  twin-aisle  twin  and  the  longest  range  jetliner  in  aviation  history.  Sales  of  all  seven 
imbers  of  the  Airbus  family  now  total  nearly  2000  aircraft  worldwide. 


IORE  INFORMATION  ON  AIRBUS  INDUSTRIE  PLEASE  WRITE  TO  COMMUNICATIONS  DEPARTMENT.  AIRBUS  INDUSTRIE  Of  NORTH  AMERICA,  S93  HERNDON  PARKWAY.  HERNDON,  VA  22070 


RANKING  THE  BEST  SMALL  COMPANIES  IN  AMERICA 
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a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange,    o:  Nasdaq.    Includes  all  share  classes. 
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STRUCTURE    WITH  A 


SOLID  FOUNDATION 


isn't     Ravaged  by 


TIME 


But  enhanced. 


56  YEARS  experience.  More  than  $75  billion  in  FIXED  INCOME  and  EQUITIES.  A  presence  in  GLOBAL 
MONEY  MANAGEMENT  -  with  offices  in  LONDON,  TOKYO  and  BOSTON.  2.4  million  INDIVIDUAL  IN- 
VESTORS. Over  250  major  INSTITUTIONAL  CLIENTS.  And  for  decades,  a  REPUTATION  for  offering  the 
best  service  in  MONEY  MANAGEMENT.  Quite  an  IMPRESSIVE  collection  of  facts  and  figures.  But  EVEN 
MORE  impressive  when  ADDED  TOGETHER.  The  accumulated  result  is  a  SOLID  FOUNDATION  on  which 
YOU  and  YOUR  ASSETS  can  GROW.  YEAR,  after  YEAR,  after  YEAR. 

A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 
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RANKING  THE  BEST  SMALL  COMPANIES  IN  AMERICA 

Where  they  rank   Company  Exchange      Ticker        5-year        Sales        Profits  Market 
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U 

RNBO 

18.0 

35 

6.2 

135 

173 

1/0 

?? 

87 

0/ 

in? 

1U6 

Pamcau  UMH 

n  d  m  5a  y  -  n  ivi  \j 

n 

RMfl 
nivtu 

13.4 

974 

t/4 

l?  n 

LL.V 

9?fi 

L  JO 

44 

1 1 1 

111 

IRQ 
103 

1S7 
10/ 

Res-Care 

0 

R^rR 

9fi  Q 

ZD. 3 

Qfi 
30 

4  9 

H.L 

q4 

34 

133 

140 

123 

131 

Respironics 

0 

RESP 

17.3 

69 

7.4 

146 

136 

148 

196 

191 

Right  Management  Consultants 

0 

RMCI 

16.8 

60 

1.9 

41 

4 

103 

77 

48 

Roper  Industries 

0 

ROPR 

90.7 

110 

13.6 

513 

87 

166 

154 

156 

Rotech  Medical 

0 

ROTC 

21.0 

48 

5.1 

94 

114 

32 

25 

41 

Sbarro 

a 

SBA 

19.1 

253 

27.1 

534 

11 

102 

43 

39 

Schuler  Homes 

0 

SHLR 

44  8 

110 

20.2 

555 

35 

34 

7 

27 

SciMed  Life  Systems 

0 

SMLS 

29.5 

251 

58.9 

732 

a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange.    0:  Nasdaq.    'Includes  all  share  classes. 
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A  PACKAGE 
ABROAD 
WITHOUT 

SPENDING 
A  BUNDLE. 


If  you're  paying  exorbitant  prices 
for  all  of  your  expedited  deliveries,  con- 
sider EMS-Express  Mail  International 
Service™  from  the  Postal  Service.  It's  the 
perfect  way  to  send  an 
important  international 
package  at  a  price  that's 
not  out  of  this  world. 
Your  package  will 
get  special  handling  and  quick,  reliable 
delivery,  door-to-door.  But  you  pay  con- 


Japan 

8  ozs. 

$13 

■  '"-I 

i 

993  U.S.  Postal  Service 


siderably  less,  often  under  half  what 
our  competitors  charge* 

For  your  free  EMS  starter  kit  call 
1  800  456-3600,  Ext.  561. 

If  you're 
tired  of  paying 
a  bundle  for  all 
your  overseas 
packages,  we 
deliver  for  you. 


'based  on  published  rates 


United  States  Postal  Service 


We  Deliver  For  You. 


RANKING  THE  BEST  SMALL  COMPANIES  IN  AMERICA 

— Where  they  rank  

Company 

Exchange 

Ticker 

5-year 

Sales 

Profits 

Marke 

5-year 

Sales 

Profits 

Market 

symbol 

average 

($mil) 

($mil) 

value' 

average 

value 

ROE 

($mil 

ROE 

■ 

28 

113 

106 

119 

Score  Board 

0 

BSBL 

318% 

$96 

$9.3 

$163 

23 

90 
36 

bo 

103 

Sierra  Health  Services 

a 

SIE 

34  7 

249 

15.4 

222 

121 

AO 

lOU 

151 

Software  Spectrum 

0 

SSPE 

18.5 

233 

6.7 

98 

6 

9C 

ob 

lit 

160 

Southern  Electronics 

0 

SECX 

65.0 

250 

8.4 

85 

104 

1  1C 

lib 

07 
3/ 

152 

Southwest  Securities  Group 

0 

SWST 

19.8 

91 

10.7 

104 

25 

173 

187 

199 

Speizman  Industries 

0 

SPZN 

32.6 

40 

2.4 

25 

45 

CJ 

M 

10 

24 

SPS  Transaction  Services 

n 

PAY 

26.3 

187 

26.4 

792 

63 

loo 

^uu 

183 

SSE  Telecom 

0 

SSET 

23.5 

28 

1.5 

55 

36 

1Q1 
191 

1  CI 

as 

158 

State  Of  The  Art 

0 

SOTA 

29.5 

25 

5.3 

90 

66 

103 

i  in 
1JU 

115 

Steck-Vaughn  Publishing 

0 

STEK 

23.3 

50 

86 

169 

57 

10 

68 

46 

Stein  Mart 

0 

SMRT 

24.8 

308 

14.7 

518 

22 

1QQ 
133 

10,1 
104 

182 

Stephan 

0 

STCP 

35.2 

15 

2.6 

57 

184 

9(1 

El 
Ol 

53 

Sterling  Software 

n 

SSW 

12.8 

282 

18.4 

464 

180 

0 

8 

CO 
31 

62 

Sunrise  Medical 

n 

SMD 

13.1 

319 

18.1 

410 

34 

1 71 
1/1 

100 
ICS 

193 

Supreme  International 

0 

SUPI 

29.9 

40 

2.4 

38 

138 

39 

99 

98 

Swift  Transportation 

0 

SWFT 

16.7 

247 

10.5 

244 

143 

in 

Oil 

34 

35 

Synopsys 

0 

SNPS 

16.2 

95 

11.2 

639 

144 

3D 

bu 

124 

Syratech 

0 

SYRA 

16.1 

203 

16.5 

154 

9 

199 

lit 

1C9 

ibo 

97 

Taco  Cabana 

0 

TACO 

48.4 

75 

4.5 

249 

72 

1  9/1 
1Z4 

70 
16 

93 

Tecnol  Medical  Products 

0 

TCNL 

22.2 

83 

13.6 

290 

178 

190 

197 

167 

Three-Five  Systems 

3 

TFS 

13.2 

27 

1.9 

73 

200 

a 

Do 

29 

Timberland 

n 

TBL 

10.2 

336 

16.0 

712 

130 

90 
16 

111 
lo 

23 

Tootsie  Roll  Industries 

n 

TR 

176 

255 

33.8 

800 

77 

09 
00 

14 

Total  System  Services 

n 

TSS 

21.4 

146 

19.5 

1.026 

47 

109 

loo 

i  fin 
loU 

168 

TRM  Copy  Centers 

0 

TRMM 

26i 

31 

3.3 

73 

18 

185 

161 

172 

United  American  Healthcare 

n 

UAH 

36.1 

29 

4.7 

68 

42 

OA 
Ml 

CO 

bS 

70 

US  Robotics 

0 

USRX 

27.1 

151 

14.6 

364 

49 

1  9Q 
103 

1 

loo 

137 

USA  Truck 

0 

USAK 

25.6 

70 

5.1 

134 

30 

1 1A 

1/4 

1 9ft 

la 

153 

Utah  Medical  Products 

0 

UTMD 

31.4 

38 

7.5 

101 

185 

loo 

1  7C 

1/b 

175 

Vertex  Communications 

0 

VTEX 

12.7 

54 

3.7 

66 

98 

136 

79 

76 

Vicor 

0 

VICR 

20.1 

72 

13.0 

350 

108 

1 9n 
loU 

1 10 

Ho 

134 

Vitalink  Pharmacy  Services 

0 

VTLK 

19  5 

76 

7.7 

140 

164 

A  7 
4/ 

99 
00 

57 

Vivra 

n 

V 

14.1 

223 

23.0 

447 

122 

J 
4 

01 

ol 

79 

Wabash  National 

n 

WNC 

18.4 

331 

12.7 

338 

53 

1 99 

71 

90 

Waterhouse  Investor  Services 

n 

WHO 

25.3 

84 

14.4 

298 

195 

54 

m 

181 

Watsco 

a 

WSO 

11.1 

207 

4.5 

58 

170 

164 

116 

58 

Watson  Pharmaceuticals 

0 

WATS 

13.5 

50 

7.9 

437 

123 

175 

121 

109 

X-Rite 

0 

XRIT 

18.4 

37 

7.5 

213 

73 

61 

20 

13 

Xilinx 

0 

XLNX 

22.1 

193 

30.2 

1.034 

21 

137 

72 

38 

Zebra  Technologies 

0 

ZBRA 

355 

71 

14.3 

564 

116 

67 

40 

33 

Zilog 

0 

ZLOG 

19.0 

181 

21.6 

645 

10 

161 

166 

169 

Zoom  Telephonies 

0 

ZOOMF 

45.2 

52 

4.4 

72 

a-  American  Stock  Exchange,  n: 

New  York  Stock  Exchange.    0:  Nasdaq. 

'Includes  all  share  classes. 
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Fairfax  County  offers 
3asy  access  to  the  Capital. 


you're  going  to  compete  in  the 
century,  you're  going  to  compete 
illy.  Which  means  you'll  need 
nt  access  to  global' markets. 
:h  means  you'll  need  to  locate  in 
ax  County. 

irfax  County  is  within  minutes 
jshington,  D.C.  And  within 
s  of  every  major  city  in  the  world, 
ishington  Dulles  International 
>rt  and  Washington  National 
)rt  offer  more  than  200  flights 


each  week  to  27  international  desti- 
nations. Including  nonstops  to 
Tokyo,  London,  Paris,  Rome,  Brussels, 
Zurich  and  Moscow.  Plus  nonstop 
and  direct  service  to  105  domestic 
destinations. 

All  of  which  puts  80%  of  the 
world's  population  within  a  day's  ride 
of  your  Fairfax  County  office. 
You  couldn't  be  in  a  more  competi- 
tive position. 

And  the  time  to  get  going  is  now. 


For  more  information,  send  in  the 
coupon.  To  move  into  the  21st 
century,  move  into  Fairfax  County. 


Please  send  me  mure  information  on  locating  my 
business  in  Fairfax  County. 

Name  

Title  

Company  

Address  

City  

Zip  


State 


Phone 


hairfar  County  Economic  Decelopnwnl  Authority 
H)00  Boone  linulevard.  Suite  450.  I  ienna,  I  mania 
'  Telephone  70)  790  0600,  Fax  70) -89)  1269  '  hn)8 


Max  County,  Virginia.The  21st  Century  Is  Here. 


Where  to  find  the  best 
small  companies  in  America 


Aames  Financial 

3731  Wtlshire  Boulevard 

Los  Angeles,  CA  90010 

(213)  351-6100  Mortgage  brokerage 

Gary  K  Judis 

Analysts  International 

7615  Metro  Boulevard 
Minneapolis,  MN  55439 
(612)  835-2330  Computer  services 
Frederick  W  Lang 

RpH  Rath  H  RpvnnH 

715  Morris  Avenue 
Springfield,  NJ  07081 
(201)  379-1520  Retail-specialty 
Warren  Eisenberg 

Acordia 

120  Monument  Circle 
Indianapolis,  IN  46204 
(317)  488-6666  Insurance-brokerage 
L  Ben  Lytle 

Appie  oouin 

Hancock  at  Washington 
Madison,  GA  30650 
(706)  342-4552  Restaurants 
Tom  E  Dupree  Jr 

R  £i  rt  1 1  ^    1 '  c 

14  Audubon  Road 
Wakefield,  MA  01880 
(617)  935-9700  Restaurants 
Joseph  P  Crugnale 

Adaptec 

691  South  Milpitas  Boulevard 
Milpitas,  CA  95035 

(408)  945-8600  Computer  equipment 
John  G  Adler 

Arctco 

PO  Box  810 

Thief  River  Falls,  MN  56701 
(218)  681-8558  Leisure  products 
Christopher  A  Twomey 

DIVIlrf  oUllWdlc 

One  Sugar  Creek  Center  Boulevard,  Suite  320 
Sugar  Land,  TX  77478 
(713)  240-8800  Software 
Max  P  Watson  Jr 

Adobe  Systems 

1585  Charleston  Road 
Mountain  View,  CA  94039 
(415)961-4400  Software 
John  E  Warnock 

Arnold  Industries 

PO  Box  630 
Lebanon,  PA  17042 
(717)  274-2521  Trucking 
Edward  H  Arnold 

Dumudy 

550  Bailey  Avenue,  Suite  700 
Fort  Worth,  TX  76107 

(817)  347-8200  Retail-home  furnishings 
Robert  E  M  Nourse 

Ag  Services  of  America 

PO  Box  668 

Cedar  Falls,  IA  50613 

(319)  277-0261   Agricultural  equipment 

Henry  C  Jungling  Jr 

Arrow  International 

PO  Box  12888 

Reading,  PA  19612 

(215)  378-0131   Medical  products 

Marlin  Miller  Jr 

RnnLc  A  Million 

402  Industrial  Lane 
Birmingham,  AL  35211 
(205)  942-3737  Retail-specialty 
Clyde  B  Anderson 

Ambac 

One  State  Street  Plaza 

New  York,  NY  10004 

(212)  668-0340  Insurance-multi  line 

Phillip  B  Lassiter 

Atlantic  Southeast  Airlines 

100  Hartsfield  Centre  Parkway,  Suite  800 
Atlanta,  GA  30354 
(404)  766-1400  Airline 
George  F  Pickett  Jr 

DnugToru  roous 

1308  North  Patt  Street 
Anaheim,  CA  92801 
(714)526-5533  Food 
Allan  L  Bridgford 

American  Freightways 

PO  Box  840 
Harrison,  AR  72602 
(501)  741-9000  Trucking 
F  Sheridan  Garrison 

Ballard  Medical  Products 

12050  South  Lone  Peak  Parkway 
Draper,  UT  84020 

(801)  572-6800  Medical  products 
Dale  H  Ballard 

DroQcrDunu  oonwdic 

P0  Box  6121 
Novate,  CA  94948 
(415)382-4400  Software 
Douglas  G  Carlston 

American  List 

330  Old  Country  Road 
Mineola,  NY  11501 
(516)  248-6100  Business  services 
Martin  Lerner 

Bancinsurance 

20  East  Broad  Street 
Columbus,  OH  43215 

(614)  228-2800  Insurance-property  &  casualty 
Si  Sokol 

Ri  if  fate 

Duneis 

10260  Viking  Drive,  Suite  100 
Eden  Prairie,  MN  55344 
(612)  942-9760  Restaurants 
Roe  H  Hatlen 

American  Medical  Response 

67  Batterymarch  Street 
Boston,  MA  02110 

(617)  261-1600  Medical-home  care 
Paul  M  Verrochi 

BancTec 

4435  Spring  Valley  Road 
Dallas,  TX  75244 

(214)  450-7700  Computer  equipment 
Grahame  N  Clark  Jr 

Cagle's 

2000  Hills  Avenue  NW 
Atlanta,  GA  30318 
(404)  355-2820  Food 
J  Douglas  Cagle 

American  Power  Conversion 

132  Fairgrounds  Road 

West  Kingston,  Rl  02892 

(401)  789-5735  Computer  equipment 

Rodger  B  Dowdell  Jr 

Banyan  Systems 

120  Flanders  Road 
Westboro,  MA  01581 
(508)898-1000  Software 
David  C  Mahoney 

Callaway  Golf 

2285  Rutherford  Road 
Carlsbad,  CA  92008 
(619)  931-1771   Leisure  products 
Ely  R  Callaway 
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If  You're  Tired  OfPayingAll  Those  Brokers' Fees... 

10  Reasons  Why 
You  Should  Make 

The  Switch  To 
Fidelity  Brokerage 


Compare  Your  Broker  To  Fidelity  For 
Value,  Service  and  Choice 

Does  Your  Broker  Offer: 

Fidelity 
Brokerage 

Your 
Broker 

1.  Low  Discount  Commissions 

✓ 

2.  Low  Margin  Rates 

✓ 

3.  No  IRA  Fees1 

✓ 

4.  No-Fee  Asset 

Management  Account 

✓ 

5.  No  Postage  Fees 

✓ 

6.  No  Handling  Fees 

✓ 

7.  No-Load  Fidelity  Funds 

✓ 

8.  Electronic  Trading  Discounts 

✓ 

9.   Hundreds  of  Leading 
Mutual  Funds 

✓ 

10.  24-Hour  Service 

✓ 

Score:  0-5:  It's  time  to  switch  from  your  full-cost  broker 
6-9:  It's  time  to  switch  to  a  better  discount  broker 
1 0:  You  already  invest  with  Fidelity 

Hie  Fidelity  Brokerage  Advantage: 
Better  Service  And  Lower  Costs 

Lower  trading  commissions  are  the  reason  most 
people  choose  a  discount  broker  in  the  first  place. 
But  today,  more  and  more  investors  are  turning  to 
Fidelity  because  of  all  the  "extra"  fees  so  many  full- 
cost  brokers  are  adding  on. 

At  Fidelity,  keeping  our  costs  down  means  we 
can  pass  the  savings  along  to  you.  So  you  can  get 
our  renowned  24-hour  service  every  day  and 
fast,  accurate  trades  for  up  to  76%  less,2  and 
without  all  the  hidden  fees. 


Invest  With  Your  Favorite 

Fund  Companies  Through 

Fidelity's  FundsNetwork® 

Fidelity  has  joined  together  with  many  of  the  nation's 
best-known  fund  companies  to  offer  investors  the 
diversity  and  convenience  they  demand.  Now, 
through  FundsNetwork,®  Fidelity  allows  you  to  invest 
in  a  wide  array  of  mutual  funds  all  available  in  one 
place,  with  no  commissions,  no  loads  and  no 
transaction  fees/  Call  today  for  a  free  copy  of  the 
FundsNetwork  Performance  Directory, 
including  a  list  of  available  funds. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-7272 


Fidelity 


investments 

Discount  Brokerage 


i  $20  annual  IRA  maintenance  fee  will  be  waived  if  one  or  more  Fidelity  mutual  fund  positions  held  in  the  IRA  has  a  balance  of  $5,000  or  more  at  the  time  of  the  IRA  maintenance 
billing  or  if  you  make  two  or  more  trades  in  one  retirement  account  in  your  name,  or  one  trade  in  each  of  two  retirement  accounts  in  your  name.  For  1993,  the  waiver  is  based  on 
les  from  1 1/1/92  through  10/3 1/93.  For  1994  fees,  the  waiver  is  based  on  trades  from  1 1/1/93  through  10/3 1/94.  The  waiver  applies  to  any  two  trades  made  in  retirement 
:ounts  in  your  name.  Trades  in  mutual  funds  and  limited  partnerships  are  excluded.  You  must  have  a  Fidelity  prototype  plan  with  an  FDIC  insured  custodian/trustee  to  qualify. 
i%  savings  based  on  an  April  1993  survey  of  full-cost  brokers.  Minimum  commission  $38.  There  may  be  fees  for  special  services.  'For  more  complete  information,  including 
nagement  fees  and  expenses,  call  for  free  prospectuses.  Read  them  carefully  before  you  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no 
isaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions  (sales  of  shares  held  less 
n  90  days)  on  no-transaction  fee  funds  in  a  six  month  period  If  you  purchase  a  no-load  fund  and  pay  a  transaction  fee,  you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale, 
tre  prices  (except  for  money  market  funds) ,  yields  and  returns  will  vary.  Fidelity  Brokerage  Services,  Inc.  ( FBSI )  1  ()  1  Devonshire  Street.  Boston  ,  MA  02 1 1 0  Member  NYSE,  SIPC. 


WHERE  TO  FIND  THE  BEST  SMALL  UUMHANItS  IN  AiYitnluA 
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Catalina  Marketing 

721  East  Ball  Road 
Anaheim,  CA  92805 
(714)  956-6600  Advertising 
Tommy  0  Greer 

ConferTech  International 

12110  North  Pecos  Street 
Westminster,  CO  80234 

(303)  237-5151  Telecommunications  equipment 
H  Robert  Gill 

Digi  International 

o400  Hying  Cloud  Drive 

Eden  Prairie,  MN  55344 

(612)  943-9020  Computer  equipment 

Mykola  Moroz 

CCA  Industries 

200  Murray  Hill  Parkway 
E  Rutherford,  NJ  07073 
(201)  330-1400  Cosmetics 
David  Edell 

Cooker  Restaurant 

1530  Bethel  Road 
Columbus,  OH  43220 
(614)  457-8500  Restaurants 
G  Arthur  Seelbinder 

Dimark 

inert  P.Lj  n„  j.,,-, J 

2050  Cabot  Boulevard  west 
Langhorne,  PA  19047 
(215)  750-6600  Advertising 
Michael  L  Wert 

Cerner 

2800  Rockcreek  Parkway 
Kansas  City,  MO  64117 
(816)221-1024  Software 
Neal  L  Patterson 

Copley  Pharmaceutical 

25  John  Road 

Canton,  MA  02021 

(617)  821-6111  Pharmaceuticals 

Jane  C  1  Hirsh 

DIY  Home  Warehouse 

5811  Canal  Road,  Suite  180 
Valley  View,  OH  44125 
(216)  328-5100  Retail-specialty 
Clifford  L  Reynolds 

Chipcom 

118  Turnpike  Road 

Southborough,  MA  01772 

(508)  460-8900  Computer-network  equipment 

John  R  Held 

Cordis 

14201  NW  60th  Avenue 

Miami  Lakes,  EL  33014 

(305)  824-2000  Medical-instruments 

Robert  C  Strauss 

Eaton  Vance 

24  Federal  Street 
Boston,  MA  02110 

(617)  482-8260  Finance-investment  management 
M  Dozier  Gardner 

Claire's  Stores 

3  Southwest  129th  Avenue 
Pembroke  Pines,  EL  33027 
(305)  433-3900  Retail-specialty 
Rowland  Schaefer 

Craftmade  International 

2700  112th  Street 

Grand  Prairie,  TX  75050 

(214)  647-8099  Building  materials 

James  R  Ridings 

Electronic  Arts 

1450  Fashion  Island  Boulevard 
San  Mateo,  CA  94404 
(415)  513-7307  Leisure-toys 
Lawrence  F  Probst  III 

Coastal  Healthcare  Group 

2828  Croasdaile  Drive 
Durham,  NC  27705 
(919)  383-0355  Business  services 
Steven  M  Scott 

Credit  Acceptance 

21301  Civic  Center  Drive 
Southfield,  Ml  48076 
(313)  353-2700  Financial  services 
Donald  A  Foss 

Electronic  Information  Systems 

1351  Washington  Boulevard 
Stamford,  CT  06902 

(203)  351-4800  Telecommunications  equipment 
Joseph  J  Porfeli 

Comair  Holdings 

PO  Box  75021 
Cincinnati,  OH  45275 
(606)  525-2550  Airline 
David  R  Mueller 

Dallas  Semiconductor 

4401  South  Beltwood  Parkway 
Dallas,  TX  75244 

(214)  450-0400  Semiconductors 
C  V  Prothro 

Empi 

1275  Grey  Fox  Road 
St  Paul,  MN  55112 

(612)  636-6600  Medical-instruments 
Donald  D  Maurer 

Communications  Systems 

213  South  Main  Street 
Minneapolis,  MN  55342 

(612)  848-6231   Telecommunications  equipment 
Curtis  A  Sampson 

Dames  &  Moore 

911  Wilshire  Boulevard,  Suite  700 
Los  Angeles,  CA  90017 
(213)  683-1560  Pollution  control 
George  D  Leal 

Eskimo  Pie 

901  Moorefield  Park  Drive 
Richmond,  VA  23236 
(804)  560-8400  Food 
David  V  Clark 

Computer  Data  Systems 

One  Curie  Court 

Rockville,  MD  20850 

(301)  921-7000  Computer  services 

Gordon  S  Glenn 

Dataram 

PO  Box  7528 
Princeton,  NJ  08543 

(609)  799-0071   Computer-memory  devices 
Robert  V  Tarantino 

Exar 

2222  Qume  Drive 

San  Jose,  CA  95131 

(408)  434-6400  Semiconductors 

George  D  Wells 

Computer  Network  Technology 

6500  Wedgewood  Road 
Maple  Grove,  MN  55311 

(612)  550-8000  Computer-network  equipment 
C  McKenzie  Lewis  III 

Davidson  &  Associates 

19840  Pioneer  Avenue 
Torrance,  CA  90503 
(310)  793-0600  Software 
Robert  M  Davidson 

Fair  Isaac  &  Co 

120  North  Redwood  Drive 

San  Rafael,  CA  94903 

(415)  472-2211   Business  services 

Larry  E  Rosenberger 

Concord  EFS 

2525  Horizon  Lake  Drive,  Suite  120 
Memphis.  TN  38133 
(901)  371-8000  Financial  services 
Dan  M  Palmer 

DF&R  Restaurants 

2350  Airport  Freeway,  Suite  505 
Bedford,  TX  76022 
(817)  571-6682  Restaurants 
David  P  Frazier 

Fastenal 

2001  Theurer  Boulevard 
Winona,  MN  55987 
(507)  454-5374  Retail-specialty 
Robert  A  Kierlin 

DH  Technology 

15070  Avenue  of  Science 

San  Diego,  CA  92128 

(619)  451-3485  Computer  equipment 

William  H  Gibbs 
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WHERE  TO  FIND  THE  BEST  SMALL  COMPANIES  IN  AMEKIUA 

Forest  Laboratories 

150  East  58th  Street 

New  York.  NY  10155 

(212)  421-7850  Pharmaceuticals 

Howard  Solomon 

GTI 

9171  Towne  Centre  Drive,  Suite  460 
San  Diego,  CA  92122 
(619)  578-3111  Electronics 
Gary  L  Luick 

Integrated  Circuit  Systems 

nn  n_w  ACQ 

rU  BOX  ybo 

Valley  Forge.  PA  19482 

(215)  630-5300  Semiconductors 

Edward  H  Arnold 

Forschner  Group 

One  Research  Drive 
Shelton,  CT  06484 

(203)  929-6391  Consumer  products 
James  W  Kennedy 

Haemonetics 

400  r  .000  Road 

Braintree,  MA  02184 

(617)  848-7100  Medical  products 

John  F  White 

Intergroup  Healthcare 

1010  North  Finance  Center  Drive 
Tucson,  AZ  85710 
(602)  290-7300  Medical-HMO 
Charles  F  Barrett 

Fossil 

11052  Grader  Street 
Dallas.  TX  75238 

(214)  348-7400  Consumer  products 
Tom  Kartsotis 

Health  Management  Associates 

boll  relican  bay  Boulevard,  suite  oUU 
Naples.  FL  33963 

(813)  598-3131  Medical-hospitals 
William  J  Schoen 

Interlinq  Software 

iuziu  Nt  roinis  urive,  oune  iuu 
Kirkland,  WA  98033 
(206)  827-1112  Software 
Robert  M  Delf 

Franklin  Quest 

2200  West  Parkway  Boulevard 
Salt  Lake  City.  UT  84119 
(801)  975-1776  Business  services 
Hyrum  W  Smith 

HealthCare  Compare 

3200  Highland  Avenue 
Downers  Grove,  IL  60515 
(708)  719-9000  Business  services 
James  C  Smith 

International  Recovery 

700  South  Royal  Pomciana  Boulevard 
Miami  Springs,  FL  33166 

(305)  884-2001   Oil  &  gas-exploration  &  production 
Ralph  R  Weiser 

Frontier  Insurance  Group 

195  Lake  Louise  Mane  Road 
Rock  Hill,  NY  12775 

(914)  796-2100   Insurance-property  &  casualty 
Walter  A  Rhulen 

Healthsource 

on  d«w  on  fli 

PO  Box  2041 

Concord.  NH  03302 

(603)  225-5077  Medical-HMO 

Norman  C  Payson 

InterVoice 

17811  Waterview  Parkway 
Dallas,  TX  75252 

(214)  669-3988  Telecommunications  equipment 
Daniel  D  Hammond 

Frozen  Food  Express  Industries 

PO  Box  655888 
Dallas,  TX  75265 
(214)630-8090  Trucking 
Stoney  M  Stubbs  Jr 

Heartland  Express 

17"7T  1 1 „ „ -i. i „ _  j  n„;.  ,„ 

27/7  Heartland  Drive 
Coralville,  IA  52241 
(319)  645-2728  Trucking 
Russell  A  Gerdin 

Invacare 

rU  BOX  Wili 

Elyna,  OH  44036 

(216)  329-6000  Medical  products 
A  Malachi  Mixon  III 

Gainsco 

PO  Box  2933 

Fort  Worth,  TX  76113 

(817)  336-2500  Insurance-property  &  casualty 
Joseph  D  Macchia 

Jack  Henry  8<  Associates 

PO  Box  807 
Monett,  MO  65708 
(417)  235-6652  Software 
Jerry  D  Hall 

Jean  Philippe  Fragrances 

C  C  1     r   i  H-  Annnnn 

551  ritth  Avenue 
New  York,  NY  10176 
(212)  983-2640  Cosmetics 
Jean  Madar 

GBC  Technologies 

444  Kelley  Drive 
Berlin.  NJ  08009 

(609)  767-2500  Retail/wholesale-computers 
Norman  M  Some 

Hoenig  Group 

Four  International  Drive 

Rye  Brook,  NY  10573 

(914)  935-9000  Securities  brokerage 

Ronald  H  Hoenig 

Jefferies  Group 

11100  banta  Monica  Boulevard 
Los  Angeles,  CA  90025 
(310)  445-1199  Securities  brokerage 
Frank  E  Baxter 

GenCare  Health  Systems 

700  Market  Street 

St  Louis,  MO  63101 

(314)  231-1700  Medical-HMO 

Richard  A  Liddy 

Homecare  Management 

80  Air  Park  Drive 

Ronkonkoma,  NY  11779 

(516)  981-0034  Medical-home  care 

Clifford  E  Hotte 

Jones  Medical  Industries 

iy45  Craig  Road 

St  Louis,  MO  63146 

(314)  432-7557  Pharmaceuticals 

Dennis  M  Jones 

GMIS 

5  Country  View  Road 

Malvern,  PA  19355 

(215)  296-3838  Business  services 

Thomas  R  Owens 

IMRS 

777  Long  Ridge  Road 
Stamford.  CT  06902 
(203)  323-6500  Software 

K-Swiss 

20664  Bahama  Street 
Chatsworth.  CA  91311 
(818)  897-3433  Shoes  &  apparel 
Steven  8  Nichols 

Green  Tree  Financial 

345  St  Peter  Street 
St  Paul,  MN  55102 

(612)  293-3400  Mortgage  brokerage 
Lawrence  M  Coss 

Input/Output 

12300  Pare  Crest  Drive 
Stafford,  TX  77477 

(713)  933-3339  Precision  instruments 
Charles  E  Selecman 

Keane 

Ten  City  Square 
Boston,  MA  02129 

(617)  241-9200   Computer  services 
John  F  Keane 

Insurance  Auto  Auctions 

7245  Laurel  Canyon  Boulevard 
North  Hollywood,  CA  91605 
(818)  764-3200  Business  services 
Bradley  S  Scott 
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ent  Electronics 

133  Harwm  Drive 
juston.  TX  77036 
13)  780-7770  Electronics 
orrie  K  Abramson 

Maxxim  Medical 

104  Industrial  Boulevard 
Sugar  Land,  TX  77478 
(713)  240-2442   Medical  products 
Kenneth  W  Davidson 

Mylan  Laboratories 

130  Seventh  Street 
Pittsburgh,  PA  15222 
(412)  232-0100  Pharmaceuticals 
Roy  McKnight 

attice  Semiconductor 

)55  NE  Moore  Court 
llsboro.  OR  97124 
03)681-0118  Semiconductors 
rus  Y  Tsui 

McDonald  &  Co  Investments 

800  Superior  Avenue 

Cleveland,  OH  44114 

(216)  443-2300  Securities  brokerage 

Thomas  M  O'Donnell 

Nabors  industries 

515  West  Greens  Road,  Suite  1200 
Houston,  TX  77067 
(713)  874-0035  Oil  &  gas-drilling 
Eugene  M  Isenberg 

earning  Co 

93  Kaiser  Drive 
emont,  CA  94555 
10)  792-2101  Software 
lliam  A  Dinsmore  III 

Medical  Technology  Systems 

12920  Automobile  Boulevard 
Clearwater,  FL  34622 
(813)  576-6311   Medical  products 
Harold  B  Siegel 

NAI  Technologies 

60  Plant  Avenue 

Hauppauge,  NY  11788 

(516)  582-6500  Computer  equipment 

Robert  A  Carlson 

fe  USA  Holdings 

0  South  Highway  169.  Suite  700 
nneapolis,  MN  55426 
12)  546-7386  Insurance-life 
bert  W  MacDonald 

Medicus  Systems 

One  Rotary  Center,  Suite  400 
Evanston,  IL  60201 
(708)570-7500  Software 
Richard  C  Jelinek 

Nature's  Sunshine  Products 

PO  Box  19005 
Provo,  UT  84605 

(801)  342-4300  Medical  products 
Alan  D  Kennedy 

near  Technology 

30  McCarthy  Boulevard 
Ipitas,  CA  95035 
08)  432-1900  Semiconductors 
bert  H  Swanson  Jr 

Megahertz 

4505  South  Wasatch  Boulevard 
Salt  Lake  City,  UT  84124 
(801)  272-6000   Computer  equipment 
Spencer  F  Kirk 

Nautica  Enterprises 

10  West  33rd  Street 
New  York,  NY  10001 
(212)  244-1111  Apparel 
Harvey  L  Sanders 

)ne  Star  Steakhouse  &  Saloon 

4  East  Douglas,  Suite  700 
chita,  KS  67202 
16)  264-8899  Restaurants 
mie  B  Coulter 

Men's  Wearhouse 

5803  Glenmont  Drive 
Houston,  TX  77081 
(713)  664-3692  Retail-apparel 
George  Zimmer 

NCI  Building  Systems 

PO  Box  40220 

Houston,  TX  77240 

(713)  466-7788  Metal  fabricating 

Johnie  Schulte  Jr 

agma  Power 

65  Executive  Drive,  Suite  900 
n  Diego.  CA  92121 
19)  622-7800  Energy 
ul  M  Pankratz 

Mercury  Finance 

40  Skokie  Boulevard,  Suite  200 
Northbrook,  IL  60062 
(708)  564-3720   Financial  services 
John  N  Brincat 

Nellcor 

25495  Whitesell  Street 
Hayward,  CA  94545 
(510)  887-5858  Medical  products 
C  Raymond  Larkin  Jr 

agnetic  Technologies 

0  Linden  Avenue 
Chester.  NY  14625 
16)  385-8711  Electronics 
rdon  H  McNeil 

Merrill 

One  Merrill  Circle 
St  Paul,  MN  55108 
(612)646-4501  Printing 
John  W  Castro 

Network  General 

4200  Bohannon  Drive 
Menlo  Park,  CA  94025 
(415)  473-2000  Software 
Leslie  G  Denend 

ail  Boxes  Etc 

60  Cornerstone  Court  West 
n  Diego.  CA  92121 
19)  455-8800   Business  services 
thony  W  DeSio 

Micros  Systems 

12000  Baltimore  Avenue 
Beltsville.  MD  20705 
(301)  210-6000   Computer  equipment 
Louis  M  Brown  Jr 

New  Line  Cinema 

888  Seventh  Avenue 

New  York.  NY  10106 

(212)  649-4900  Leisure- movies 

Robert  Shaye 

arkel 

51  Cox  Road 
en  Allen.  VA  23060 

04)  747-0136   Insurance-property  &  casualty 
an  1  Kirshner 

Minntech 

14605  28th  Avenue  North 
Minneapolis,  MN  55447 
(612)  553-3300  Medical  products 
Louis  C  Cosentino 

Nichols  Research 

4040  Memorial  Parkway  South 
Huntsville,  AL  35815 
(205)  883-1140  Electronics 
Chris  H  Horgen 

axim  Integrated  Products 

0  San  Gabriel  Drive 
nnyvale,  CA  94086 
08)  737-7600  Electronics 
tin  F  Gilford 

Monro  Muffler  Brake 

2340  Brighton-Henrietta  Town  Line  Road 
Rochester,  NY  14623 
(716)  427-2280  Retail-specialty 
Jack  M  Gallagher 

O'Reilly  Automotive 

233  South  Patterson 
Springfield,  MO  55802 
(417)  862-6708  Retail-specialty 
David  E  0  Reilly 

MS  Carriers 

3171  Directors  Row 
Memphis,  TN  38131 
(901)  332-2500  Trucking 
Michael  S  Starnes 
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Octel  Communications 

890  Tasman  Drive 
Milpitas,  CA  95035 

(408)  321-2000  Telecommunications  equipment 
Douglas  C  Chance 

Progress  Software 

14  Oak  Park 
Bedford.  MA  01730 
(617)275-4500  Software 
Joseph  W  Alsop 

Sbarro 

763  Larkfield  Road 
Commack,  NY  11725 
(516)  864-0200  Restaurants 
Mario  Sbarro 

OEA 

PO  Box  100488 
Denver,  CO  80250 
(303)  693-1248  Electronics 
Ahmed  D  Kafadar 

Psicor 

16818  Via  del  Campo  Court 
San  Diego,  CA  92127 

(619)  485-5599  Medical/dental-supplies 
Michael  W  Dunawav 

Schuler  Homes 

1001  Bishop  Street,  Suite  1060 
Honolulu.  HI  96813 
(808)521-5661  Building 
James  K  Schuler 

Old  Dominion  Freight  Line 

1730  Westchester  Drive 
High  Point,  NC  27261 
(919)889-5000  Trucking 
Earl  E  Congdon 

Quantum  Health  Resources 

790  The  City  Drive  South,  Suite  400 
Orange,  CA  92668 

(714)750-1610   Medical-home  care 
Douglas  H  Stickney 

SciMed  Life  Systems 

8200  Scimed  Place 

Maple  Grove,  MN  55311 

(612)  494-1700  Medical-instruments 

Dale  A  Soencer 

On  Assignment 

21515  Vanowen  Street,  Suite  204 
Canoga  Park,  CA  91303 
(818)  716-8990  Business  services 
H  Tom  Buelter 

Quick  &  Reilly  Group 

230  South  County  Road 

Palm  Beach,  FL  33480 

(407)  655-8000  Securities  brokerage 

Leslie  C  Quick  Jr 

Score  Board 

1951  Old  Culhbert  Road 
Cherry  Hill,  NJ  08034 
(609)  354-9000  Leisure-toys 
Paul  Goldin 

One  Price  Clothing  Stores 

PO  Box  2487 
Spartanburg,  SC  29304 
(803)  439-6666  Retail-apparel 
Henry  D  Jacobs  Jr 

R&B 

PO  Box  1800 
Colmar,  PA  18915 
(215)  997-1800  Auto  parts 
Richard  N  Berman 

Sierra  Health  Services 

PO  Box  15645 

Las  Vegas,  NV  89114 

(702)  646-8100  Medical-HMO 

Anthony  M  Marlon 

Outback  Steakhouse 

550  North  Reo  Street,  Suite  204 
Tampa,  PL  33609 
(813)  282-1225  Restaurants 
Chris  T  Sullivan 

Rainbow  Technologies 

9292  Jeronimo  Road 
Irvine,  CA  92718 
(714)454-2100  Software 
Walter  W  Straub 

Software  Spectrum 

2140  Merritt  Drive 
Garland,  TX  75041 

(214)  840-6600  Retail/wholesale-computers 
Judy  0  Sims 

Pacific  Physician  Services 

1826  Orange  Tree  Lane 
Redlands,  CA  92374 
(909)  825-4401   Medical-home  care 
Gary  L  Groves 

Ramsay-HMO 

75  Valencia  Avenue 
Coral  Gables,  FL  33134 
(305)  447-3200  Medical-HMO 
Luis  E  Lamela 

Southern  Electronics 

4916  North  Royal  Atlanta  Drive 
Tucker,  GA  30085 
(404)  491-8962  Electronics 
Gerald  Diamond 

Parametric  Technology 

128  Technology  Drive 
Waltham,  MA  02154 
(617)894-7111  Software 
Steven  C  Walske 

Res-Care 

1300  Embassy  Square  Boulevard 
Louisville,  KY  40299 

(502)  491-3464   Medical-nursing  homes 
James  R  Fornear 

Southwest  Securities  Group 

1201  Elm  Street,  Suite  4300 
Dallas,  TX  75270 

(214)  651-1800  Securities  brokerage 
Don  A  Buchholz 

Paychex 

911  Panorama  Trail  South 
Rochester,  NY  14625 
(716)  385-6666  Business  services 
B  Thomas  Golisano 

Respironics 

1001  Murry  Ridge  Drive 
Murrysville,  PA  15668 
(412)  733-0200   Medical  products 
Gerald  E  McGinnis 

Speizman  Industries 

PO  Box  31215 
Charlotte,  NC  28231 
(704)  372-3751  Machinery 
Robert  S  Speizman 

Physicians  Health  Services 

120  Hawley  Lane 
Trumbull,  CT  06611 
(203)  381-6400  Medical-HMO 
Michael  E  Herbert 

Right  Management  Consultants 

1818  Market  Street 
Philadelphia,  PA  19103 
(215)  988-1588  Business  services 
Richard  J  Pinola 

SPS  Transaction  Services 

2500  Lake  Cook  Road 
Riverwoods.  IL  60015 
(708)  405-3700  Computer  services 
Robert  L  Wieseneck 

Prima  Energy 

1801  Broadway,  Suite  500 
Denver,  CO  80202 

(303)  297-2100  Oil  &  gas-exploration  &  production 
Richard  H  Lewis 

Roper  Industries 

PO  Box  550 
Bogart,  GA  30622 

(706)  369-7170   Industrial  equipment 
Derrick  N  Key 

SSE  Telecom 

1430  Springhill  Road,  Suite  200 
McLean,  VA  22102 

(703)  790-0250  Telecommunications  equipment 
Frank  S  Trumbower 

Rotech  Medical 

4506  LB  McLeod  Road,  Suite  F 
Orlando,  FL  32811 

(407)  841-2115  Medical-home  care 
William  P  Kennedy 
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Our  roots  are  in  telephone  operations,  which  give  us  solid  revenues  and  financial  stability.  At  the  same  time,  our 
gpansior]  into  high  growth  Fields  such  as  cellular  and  information  services  has  really  helped  us  lake  off. 

The  results:  Forbes  500  ranking.  A  five-year  total  annual  return  of  25%.  And  32  consecutive  years  of  annual 
vidend  increases. 

ALLTEL  Corporation.  For  more  information,  call  us  al  (501)  661-8999. 

CORPORATION 

VL1  TEL  Telephone  •  ALLTEL  Mobile  •  Systematics  •  Computer  Power.  Inc.  •  Al  l  TEL  Supply  •  I IWC 
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State  Of  The  Art 

56  Technology 
Irvine.  CA  92718 
(714)753-1222  Software 
David  S  Samuels 

Tecnol  Medical  Products 

7201  Industrial  Park  Boulevard 
Fort  Worth.  TX  76180 
(817)  581-6424  Medical  products 
Van  M  Hubbard 

Vitalink  Pharmacy  Services 

1250  East  Diehl  Road.  Suite  208 
Naperville.  IL  60563 
(708)  505-1320  Medical  products 
Stewart  Bamum  Jr 

Steck-Vaughn  Publishing 

8701  North  MoPac  Expressway.  Suite  200 

Austin.  TX  78759 

(512)  343-8227  Publishing 

Roy  E  Mayers 

Three-Five  Systems 

10230  South  50th  Place 
Phoenix,  AZ  85044 
(602)  4S6-0035  Electronics 
David  R  Buchanan 

Vivra 

400  Pnmrose.  Suite  200 
Burlingame.  CA  94010 
(415)  348-8200  Medical-home  care 
Kent  J  Thiry 

Stein  Mart 

1200  Gulf  Life  Drive 
Jacksonville,  FL  32207 
(904)  345-1500  Retail-apparel 
jay  Stein 

Timberland 

PO  Box  5050 

Hampton,  NH  03842 

(603)  926-1600  Shoes  &  apparel 

Sidney  W  Swartz 

Wabash  National 

1000  Sagamore  Parkway  South 
Lafayette.  IN  47905 

(317)  448-1591  Transportation  equipment 
Donald  J  Ehrlich 

Stephan 

1850  West  McNab  Road 
Fort  Lauderdale  a  33309 
(305)  971-0600  Cosmetics 
Frank  F  Ferola 

Tootsie  Roll  Industries 

7401  South  Cicero  Avenue 
Chicago,  IL  60629 
(312)  838-3400  Food 
Melvin  J  Gordon 

Waterhouse  Investor  Services 

100  Wall  Street 

New  York.  NY  10005 

(212)  806-3500  Securities  brokerage 

Lawrence  M  Waterhouse  Jr 

Sterling  Software 

8080  North  Central  Expressway,  Suite  1100 

Dallas,  TX  75206 

(214)  891-8600  Software 

Sterling  L  Williams 

Total  System  Services 

PO  Box  1755 

Columbus,  GA  31902 

(706)  649-2310  Business  services 

Richard  W  Ussery 

Watsco 

2665  South  Bayshore  Drive 
Coconut  Grove,  a  33133 
(305)  858-0828  Building  materials 
Albert  H  Nahmad 

Sunrise  Medical 

2355  Crenshaw  Boulevard,  Suite  150 
Torrance,  CA  90501 
(310)  328-8018  Medical  products 
Richard  H  Chandler 

TRM  Copy  Centers 

5515  Southeast  Milwaukie  Avenue 
Portland.  OR  97202 
(503)  231-0230  Office  equipment 
Edwin  S  Chan 

Watson  Pharmaceuticals 

311  Bonnie  Circle 

Corona.  CA  91720 

(909)  270-1400  Pharmaceuticals 

Allen  Y  Chao 

Supreme  International 

7495  Northwest  48th  Street 
Miami,  a  33166 
(305)  592-2760  Apparel 
George  Feldenkreis 

United  American  Healthcare 

1155  Brewery  Park  Boulevard,  Suite  200 
Detroit.  Ml  48207 
(313)  393-0200  Medical-HMO 
Julius  V  Combs 

X-Rite 

3100  44th  Street  Southwest 
Grandville.  Ml  49418 
(616)  534-7663  Electronics 
Ted  Thompson 

Swift  Transportation 

5601  West  Mohave 
Phoenix.  AZ  85043 
(602)  269-9700  Trucking 
Jerry  C  Moyes 

US  Robotics 

8100  North  McCormick  Boulevard 
Skokie.  IL  60076 

(708)  982-5010  Computer  equipment 
Casey  G  Cowell 

Xilinx 

2100  Logic  Dnve 

San  Jose.  CA  95124 

(408)  559-7778  Semiconductors 

Bernard  V  Vonderschmitt 

Synopsys 

700  East  Middlefield  Road 
Mountain  View,  CA  94043 
(415)  962-5000  Software 
Harvey  C  Jones  Jr 

USA  Truck 

3108  Industnal  Park  Road 
Van  Buren.  AR  72956 
(501)  471-2500  Trucking 
Robert  M  Powell 

Zebra  Technologies 

333  Corporate  Woods  Parkway 
Vernon  Hills.  IL  60061 
(708)  634-6700  Computer  equipment 
Edward  L  Kaplan 

Syratech 

175  McClellan  Highway 

East  Boston.  MA  02128 

(617)  561-2200  Retail-home  furnishings 

Leonard  Florence 

Utah  Medical  Products 

7043  South  300  West 
Midvale.  UT  84047 
(801)  566-1200  Medical  products 
Kevin  L  Comwell 

Zilog 

210  East  Hacienda  Avenue 
Campbell.  CA  95008 
(408)  370-8000  Semiconductors 
Edgar  A  Sack 

Taco  Cabana 

262  Losoya,  Suite  330 
San  Antonio,  TX  78205 
(210)  231-8226  Restaurants 
Richard  Cervera 

Vertex  Communications 

PO  Box  1277 
Kilgore.  TX  75663 

(903)  984-0555  Telecommunications  equipment 
J  Rex  Vardeman 

Zoom  Telephonies 

207  South  Street 
Boston.  MA  02111 

(517)  423-1072   Computer  equipment 
Frank  B  Manning 

Vicor 

23  Frontage  Road 
Andover.  MA  01810 
1508)  470-2900  Electronics 
Patrizio  Vinciarelli 
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Credit  Suisse  Private  Banking 


ave  earned  our  clients'  trust  by  providing  the  services 
vould  expect  of  an  exclusive  private  bank  -  like  con- 
it  personal  contact  between  customer  and  advisor, 
ndividualised  investment  strategies.  But  Credit  Suisse 


Private  Banking  can  also  draw  on  the  global  intelligence 
capabilities  and  sound  financial  base  of  a  leading  Swiss  full- 
service  bank.  Success  makes  life  easier...  but  also  more 
challenging;  and  we  do  more  to  keep  our  clients  at  the  top. 


Credit  Suisse  Private  Banking 


CREDIT  SUISSE 
CS 


Atlanta  •  Chicago  •  Houston  •  Los  Angeles  •  Miami  •  New  York  ■  San  Francisco  •  For  U.S.  call  (212)  238-5100 
Toronto  •  Montreal  •  Vancouver  •  For  Canada  call  (416)  351-3598 


THE  WORLD'S  BEST  SMALL  COMPANIES 


If  you're  George  Soros  you  can  buy  a  foreign  stock  in 
its  home  country.  Most  other  people,  however,  should 
stick  either  to  ADRs  or  foreign  stock  mutual  funds.. 


Innocents 
abroad 


By  Jason  Zvveig  and  Robert  La  Franco 

NEARLY  $20  billion  lias  flooded  into 
international  mutual  funds  since  the 
beginning  of  the  year.  That's  a  full 
12%  of  the  mutual  fund  total,  SI 70 
billion,  not  including  reinvested  divi- 
dends. A  relatively  small  amount  is 
going  into  individual  U.S.  invest- 
ments in  foreign  stocks.  This  despite 
the  fact  that  U.S.  investors  can  pur- 
chase around  985  individual  foreign 
companies  by  buying  those  compa- 
nies'1 American  Depositary  Receipts 
traded  on  U.S.  exchanges  or  over- 
the-counter. 

An  even  smaller  amount  is  going 
into  the  direct  purchase  of  foreign 
stocks  by  U.S.  investors. 

That's  probably  fortunate.  High 
transaction  costs,  currency  risks,  im- 
penetrable financial  statements,  illiq- 
uid markets  and  the  difficulty  of  keep- 
ing current  on  foreign  company  news 
all  conspire  to  make  direct  investing 
abroad  complicated  and  costly  for  an 
individual.  Mutual  funds  and  adrs 
can  do  it  more  cheaply  and  simply. 

But  suppose  you're  just  itching  to 
buy  that  stock  you  learned  about  on 
your  last  trip  to  Italy.  Your  broker  may 
not  be  terribly  helpful.  Few  U.S.  bro- 
kers w  ill  handle  retail  orders  for  for- 


eign  stocks,  even  in  such  relatively 
liquid  markets  as  the  U.K.  or  Japan. 

Two  exceptions  are  PaineWebber 
and  Merrill  Lynch.  Merrill  Lynch  has 
offices  in  31  countries.  For  a  mini- 
mum $25,000  investment  on  each 
trade,  Merrill  will  buy  individual 
stocks  anywhere  it  has  a  branch  office, 
including  London,  Paris,  Frankfurt, 
Tokyo  and  Hong  Kong. 

What  if  you  wanted  to  buy  some 
stock  in  Watmoughs  Pic,  the  British 
printer  that  looks  like  one  of  the 
world's  best  small  companies  (see  p. 
290)? Merrill  would  charge  a  $1,200 
commission,  including  currency  con- 
versions and  all  fees,  to  buy  $100,000 
worth  of  Watmoughs.  You  could  do 
a  little  better  through  Barclays  de 
Zoete  Wedd  in  London,  which  would 
swing  the  same  trade  for  a  little  under 
$1,100  net.  And  if  you  happen  to 
have  British  pounds,  you  could  save  a 
few  dollars  more  by  paying  for  the 
transaction  in  pounds,  thereby  saving 
the  cost  of  converting  dollars  into 
sterling.  Remember:  The  currency 
conversion  charges  hit  you  twice, 
once  when  the  stocks  arc  bought, 
again  when  they're  sold.  (U.S.  mutual 
funds  pay  the  conversion  costs,  too, 


and  fold  them  into  expenses.  But  t 
funds  get  a  much  better  deal  tfi 
most  individual  investors.) 

Stanley  Heilbronn,  a  Merrill  brol 
in  New  York  City,  claims  that  his  fi 
can  execute  trades  in  some  ford 
stocks  more  cheaply  than  overs 
brokers  can.  He  says  that  Mer 
would  charge  a  $157.50  commissi 
to  buy  a  $100,000  block  of  Rhe 
elektra  AG,  the  power  supplier  a 
printing  machine  manufactur 
That,  says  Heilbronn,  is  thanks  in  p 
to  Rheinelektra's  high  per-share  pr 
of  roughly  $642.  If  Merrill  can  swi 
the  trade  at  that  commission,  it': 
steal:  Commerzbank  in  Frankl 
would  charge  a  U.S.  investor  $1,0 
for  the  same  trade  in  dollars. 

Lower-priced  stocks  usually  ca 
higher  per-share  commissions,  1 
Heilbronn  says  Merrill  will  discoi 
its  commissions  on  small  ford 
stocks:  At  47/s  a  share,  $100,0 
worth  of  Mexican  drugstore  chi 
Farmacias  Benavides  would  ca 
about  a  $1,000  commission.  And 
$1 .40  a  share,  a  $100,000  trade  in  ] 
Cheung  Holdings,  a  Hong  Kong  r 
estate  developer,  would  cost  $2,14 

When  dividends  are  paid  on  forei 


( 
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test  Buys 


und/distributor 

— Performance- 

5 -year 

Net 

Annual 

UP  DOWN 

annualized 

assets 

expenses 

—markets— 

total  return 

($mil) 

per  $100 

nternational 

cudder  International/Scudder 

C 

B 

11.9% 

$1,350 

$1.26 

Rowe  Price  International  Stock/Price 

B 

B 

11.6 

2,541 

1.05 

anguard/Trustees'  Equity— InternationalA/anguard 

B 

C 

8.6 

823 

0.42 

chroder  International  Equity/Schroder 

B 

C 

9.4 

244 

0.96 

abson-Stewart  Ivory  International  /Jones  &  Babson 

11.9 

32 

1.58 

SAA  Investment— International/USAA 

10.1 

62 

1.68 

merging  markets! 

exington  Worldwide  Emerging  Markets/Lexington 

C 

A 

11.5 

37 

1.89 

lontgomery  Emerging  Markets/Montgomery 

NA 

204 

1.90* 

These  funds,  all 
no-loads,  are 
ranked  in 
descending 
order  of  their 
Best  Buy  scores, 
which  give  equal 
weight  to  five-year 
risk-adjusted 
performance  and 
to  the  costs  of 
ownership  (sales 
charges  plus 
annual  operating 
expenses). 


Met  of  absorption  of  expenses  by  fund  sponsor.  tNot  rated  as  Best  Buys,  but  performances  and  costs  are  reasonable. 


>cks,  Merrill  collects  them  and  cred- 
your  account  in  dollars.  That  beats 
:  alternative  of  trying  to  cash  a 
/idend  check  for,  say,  31,748  yen  at 
J.S.  bank. 

Some  foreign  markets  levy  all  kinds 
fees  and  taxes  on  securities  transac- 
ms.  Stamp  duty,  a  kind  of  excise  tax 
culated  as  a  percentage  of  the  total 
nsaction  cost,  comes  to  about  0.5% 
the  U.K.  You  pay  at  both  ends  of 
:  transaction.  A  British  broker  has 
charge  a  "mergers  and  takeovers 
y"  of  £2  per  trade.  In  Hong  Kong, 
mp  duty  runs  about  0.15%,  plus  a 
15%  transaction  fee.  In  Frankfurt, 
pect  to  pay  about  a  0.06%  floor 
arge  to  defray  the  broker's  execu- 
n  costs.  All  of  these  fees  are  folded 
o  the  price  the  investor  pays.  If  it's 
y  consolation,  this  reduces  your 
?ital  gains. 

Should  you  hedge  your  currency 
posure?  Unless  you  have  at  least  $1 
llion  invested  per  foreign  market, 
ints  out  Forbes  currency  colum- 
;t  Andrew  Krieger,  "hedging  can 
quite  costly,  and  you  can  lose 
me  of  the  value  of  diversifying  out 
the  U.S." 

A.  few  other  points  to  consider: 
settlement  can  be  slow.  If  you  sell  in 
:>ng  Kong,  you  should  have  to  wait 
ly  five  business  days  to  get  your 
)ney,  but  settlement  could  take  two 
three  weeks  in  London  and  at  least 
nonth  in  Paris  or  Milan, 
insurance  by  the  Securities  Investor 
ptection    Corp.    covers  foreign 


stocks  only  if  they  are  bought  through 
and  held  at  a  U.S.  brokerage  that  is  a 
SIPC  member,  sipc  insures  up  to 
S500,000  per  account  against  loss  if 
the  brokerage  becomes  insolvent; 
many  U.S.  brokerages  carry  $2  mil- 
lion to  $25  million  in  extra  insurance 
per  account.  If  you  buy  foreign  stocks 
through  a  non-U. S.  broker,  your 
whole  account  could  go  down  the 
drain  if  the  broker  goes  bust. 

■  Unlike  U.S.  brokers,  foreign  brokers 
do  not  report  your  annual  dividend 
income  and  proceeds  from  securities 
sales  to  die  Internal  Revenue  Service. 
You've  got  to  keep  your  own  records. 
Don't  try  to  hide  your  foreign  assets. 
Eveiy  year  U.S.  taxpayers  are  asked  by 
the  IRS  if  they  have  foreign  accounts 
worth  over  $10,000. 

And  if  you  invest  in  a  country  that 
withholds  taxes  on  dividends — most 
w  ithhold  distributions  to  U.S.  inves- 
tors at  15% — it's  up  to  you  and  your 
accountant  to  file  Form  1116  to 
claim  a  foreign  tax  credit.  You  might 
not  recoup  the  full  amount  withheld. 
"Your  yield  on  foreign  stocks  de- 
pends on  your  overall  tax  picture," 
says  Stuart  Kessler,  a  tax  accountant 
at  New  York's  Goldstein  Golub 
Kessler  &  Co. 

■  Be  very  specific  with  your  buy  or- 
der, or  you  may  end  up  owning  the 
wrong  stock  in  the  wrong  market. 
Stocks  in  different  markets  could  have 
the  same  ticker  symbol.  Try  to  get  the 
stock's  full  name,  its  ticker  and  the 
identification  number  by  which  it 


trades  on  its  local  exchange. 
■  Can  you  write  off  as  an  investment 
expense  the  cost  of  going  to  Paris,  say, 
to  talk  to  your  Parisian  broker?  Yes, 
but  if  you  spent  one  day  with  your 
broker  and  six  days  touring  museums, 
you'd  better  start  rehearsing  your  dia- 
logue with  the  IRS  now.  "I  would 
frown  on  it,"  warns  tax  accountant 
Kessler,  "unless  you're  a  very  active 
trader  or  you  invested  several  million 
dollars.  Maybe  then  you  could  make 
the  argument." 

For  George  Soros,  buying  foreign 
stocks  directly  makes  sense.  It  almost 
certainly  doesn't  for  you. 

American  Depositary  Receipts 
make  sense  for  those  who  know  exact- 
ly which  foreign  stocks  they  want  to 
buy  and  why.  But,  for  the  majority 
who  just  happen  to  be  convinced  that 
they  should  have  some  of  their  assets 
invested  abroad,  mutual  funds  or 
closed  end  investment  companies — at 
a  discount  to  their  net  asset  value — 
are  the  way  to  go. 

Six  Forbes  Best  Buys  in  foreign 
stock  funds  are  identified  in  the  table 
above,  along  with  two  emerging  mar- 
kets funds  whose  performances  and 
costs  are  respectable. 

But  suppose  you  want  to  go  over- 
seas the  small  stock  way.  Montgom- 
ery International  Small  Cap  and 
Scudder  Global  Small  Company  are 
two  promising  no-load  funds.  Re- 
member, though,  these  funds  have 
short  track  records  in  a  high-risk 
race.  SBB 
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Venezuela  may  be  in  turmoil,  but  Andres  Boulton's 
Ceramica  Carabobo  is  thriving.  It  helps  that  the 
Boultons  have  been  in  business  there  since  1826, 

"  We  got  in  on  the 
ground  floor  " 


By  Joel  Millman 

When  Andres  Boulton  was  grow- 
ing up  in  Caracas,  Venezuela  in  the 
1920s,  three  flags  flew  above  the 
house  of  his  grandfather,  Henry  Lord 
Boulton.  There  was  the  British  Union 
Jack  for  Henry  Lord  Boulton's  status 
as  Queen  Victoria's  consul  in  Venezu- 
ela. There  was  America's  Stars  and 
Stripes  for  Andres'  uncle,  who  was 
born  in  the  U.S.,  and  Venezuela's 
tricolor  for  Andres'  father,  John,  who 
was  born  in  Venezuela. 

Andres  Boulton's  forebears  arrived 
in  Venezuela  from  Lancaster,  England 
in  the  early  1820s,  setting  up  a  trading 
company  in  1826.  That's  just  after 
Simon  Bolivar  routed  Spain's  imperial 
forces  at  the  Battle  of  Carabobo,  and 
not  long  before  Venezuela  became  the 
sovereign  nation  it  is  today. 

"We  got  in  on  the  ground  floor," 
laughs  Andres  Boulton's  son,  Roger 
Boulton.  Together  they  run  $77  mil- 
lion (estimated  1993  revenues)  Cera- 
mica Carabobo,  C.A.  S.A.C.A.,  a 
maker  of  ceramic  tiles  and  other 
building  materials.  The  company  is 
based  in  Valencia,  in  southwestern 
Venezuela. 

Having  a  long  view  is  always  useful 
in  running  a  business.  In  a  country 
like  Venezuela,  it's  essential.  Ask  83- 
year-old  Andres  Boulton  about  his 
country's  recent  military  coups,  the 
impeachment  of  its  president,  the  per- 
sistent inflation,  and  he  shrugs  the 
problems  away.  They're  nothing,  he 
says,  compared  with  the  1930s,  when 
the  Boultons  grew  coffee  and  cocoa 
and  were  nearly  wiped  out  by  a  world- 
wide collapse  in  commodities  prices. 

After  World  War  II  the  Boulton 
clan  got  out  of  agriculture  and  back 
into  trading.  They  began  to  import 


consumer  goods  and  liquor,  then 
branched  into  insurance,  shipping 
and  manufacturing.  Today  this  ex- 
tended family's  holding  company, 
H.L.  Boulton  &  Co.,  controls  nearly 
a  dozen  companies  that  are  publicly 
traded  on  the  Bolsa  de  Valores  de 


Ceramica  Carabobo's  Roger  Boulton 
Bucking  the  bad  times. 


Caracas.  Overall,  the  family's  hold- 
ings are  worth  over  $500  million. 

One  of  those  companies  is  Cera- 
mica Carabobo.  Backed  with  cash 
from  the  family  holding  company, 
Andres  Boulton  started  Ceramica 
Carabobo  in  1956,  a  time  when  Ven- 
ezuela was  importing  almost  all  its 
building  materials  and  the  Boultons 


saw  a  chance  to  produce  such  pro 
nets  at  home.  "My  brothcr-in-1; 
asked  me  if  I  wanted  the  tile  or  t 
pipe  business,"  recalls  Andres  Boi 
ton.  "I  said,  'tiles.'  He  said:  'Good 
wanted  the  pipe  business,  anyway.' 

It  was  a  good  time  to  get  ir 
construction  materials.  Venezuela  v 
just  beginning  its  oil-export-led  indi 
trial  takeoff.  Cheap  hydropower  k< 
costs  low  for  industry,  while  high  i: 
port  duties  kept  foreign  competirj 
out.  Oil  profits  greased  the  state  j 
tronage  mill.  The  economy  grew 
over  6%  a  year.  Construction  boomc 

In  the  1970s  the  govern  mi 
launched  heavy  state-owned  indi 
tries,  including  steel  and  oil  refinii 
So  Ceramica  Carabobo  branched  ( 
again  and  began  making  refractor 
for  steel  mills  and  petrochemical 
fineries.  By  the  1980s  the  compa 
was  reporting  annual  sales  of  nea 
$50  million,  with  gross  marg 
above  40%. 

But  the  Boultons  knew  in  th 
bones  that  prosperity  in  Venezu 
ebbs  and  flows  when  one  least  expe 
it.  Problems  began  in  1982  with  t 
debt  crisis,  followed  in  1986  by  t 
collapse  in  oil  prices.  The  Venezuel 
economy  entered  a  painful  era  of  cc 
traction.  Interest  rates  rose  to  45% 
1989 — they  would  eventually  clir 
over  70% — and  construction  crat 
ed.  Ceramica  Carabobo's  order  boc 
withered  overnight. 

Hard-pressed  in  their  home  m 
ket,  the  Boultons  turned  to  the  exp< 
market.  In  1983  Ceramica  Carabo 
bought  a  stake  in  a  U.S.  tile  distrit 
tor,  southern  California's  Pan  Ami 
can  Ceramics,  which  imported  Ca 
bobo's  product  as  well  as  tiles  frc 
Europe  and  Asia.  In  1991  Boult 
bought  out  his  partners  in  the  U 
distributor  and  poured  Ceram 
Carabobo's  tiles  north. 

Next,  Boulton  targeted  Puerto  ] 
co's  construction  industry.  For  this 
used  Cerinca,  a  ceramics  factory  Ce 
mica  Carabobo  had  acquired  in  t 
Dominican  Republic  in  1985.  Uni 
the  Caribbean  Basin  Initiative,  ti 
from  the  Dominican  Republic  t 
tered  Puerto  Rico  duty  free.  Th 
plus  the  Dominican  Republic's  1< 
wages,  gave  the  Boultons  a  huge  pr 
advantage  over  other  foreign  supr. 
ers  of  tiles  to  Puerto  Rico. 

Ceramica  Carabobo  now  off 
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or  and  wall  tiles  in  the  U.S.  for 
>ut  half  the  cost  of  its  Italian  and 
inish  competition,  and  even  un- 
'cuts  its  Mexican  competitors. 
I  he  internationalization  of  the  cap- 
markets  w  as  of  crucial  importance 
Ceramica  Carabobo's  expansion. 
1991  it  became  one  of  the  first 
tin  American  companies  to  issue 
lerican  Depositary  Shares.  This 
>ve  gave  Ceramica  Carabobo  ca- 
:t  abroad,  important  when  it  issued 
tobonds  to  refinance  expensive  lo- 
debt  with  cheaper  dollars. 
Still,  exports  now  account  for  only 
nit  a  tenth  of  Ceramica  Carabo- 
's  tile  sales,  about  $7  million  this 
ir.  The  rest  is  sold  at  home,  where 
'  Boultons  have  turned  to  retail 
Uinels  to  distribute  their  products, 
/e  had  to  reach  the  consumer  di- 


rectly," says  Andres  Boulton.  To  do 
so,  the  company  built  18  direct-sales 
showrooms  around  the  country.  The 
showrooms  are  geared  toward  house- 
wives looking  to  remodel  their 
homes.  The  Boultons  hired  their  own 
architects  and  designers  to  staff  the 
salas,  and  set  about  educating  Vene- 
zuela's nouveau  middle  class  on  the 
joys  of  home  remodeling. 

Andres  Boulton's  fast  footwork  on 
opening  export  markets  and  creating 
new  domestic  markets  has  kept  Cera- 
mica Carabobo  profitable  through- 
out the  worst  economic  times  in  Ven- 
ezuela's recent  history.  Since  1989 
Ceramica  has  produced  an  average 
return  on  equity  of  14.6%.  The  com 
pany  is  expected  to  report  earnings  of 
$10  million,  or  20  cents  a  share  for 
fiscal  1993  (ended  Sept.  30),  down 


around  30%  from  fiscal  1992,  owing 
to  the  devaluation  of  the  bolivar.  Alex 
Dalmady,  head  of  InvestAnalysis,  a 
Caracas-based  securities  research 
firm,  predicts  Ceramica's  earnings 
will  rise  again  in  1994.  Investors  have 
already  jumped  on  the  bandwagon. 
Since  early  October,  Ceramica's  o-t-c- 
traded  American  Depositary  Shares 
have  risen  40%,  to  a  recent  $2.50. 

With  more  than  50%  of  Ceramica 
Carabobo's  shares  held  by  the  Boul- 
ton Group,  there's  no  guesswork  as 
to  whose  name  will  be  on  the  door 
to  the  executive  suite.  Andres  Boul- 
ton is  grooming  son  Roger,  56,  to 
take  command,  and  another  genera 
tion  of  Boultons  waits  in  the  w  ings. 
Says  Andres  with  satisfaction: 
"There  will  be  Boultons  in  the  next 
century."  ass 
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Once  a  dying  publisher  of  Victorian-era  journals, 

Watmoughs  Pic.  is  now  a  thriving  partner 

of  Rupert  Murdoch's  British  newspaper  business. 


Walker's 
revenge 


By  Peter  Fuhrman 

"A  hewer  of  wood  and  a  drawer  of 
water  is  all  you're  fit  for,  Walker."  But 
that  stinging  appraisal  from  his  York- 
shire schoolmaster  did  nothing  to  dis- 
suade Patrick  Walker  from  leaving 
school  at  age  16  in  1948  to  take  a  job 
as  a  cost  clerk  at  Watmoughs,  a  sleepy 
family-run  publishing  house  based  in 
the  west  Yorkshire  town  of  Bradford. 

The  schoolmaster  proved  a  poor 
judge  of  character.  By  the  time  he  was 
32,  Walker  was  running  the  company. 
Now  62,  he's  still  running  it,  and 
doing  a  bang-up  job.  Watmoughs 
(Holdings)  Pic.  is  now  Britain's  lead- 
ing commercial  color  printing  com- 
pany. Last  year  Watmoughs  (it's  pro- 
nounced WATT-moes)  earned  $14 
million  on  revenues  of  $180  million. 
And  with  the  British  economy  on  the 
mend  after  a  punishing  three-year 
recession,  Watmoughs  is  one  of  the 
hottest  plays  these  days  on  the  Lon- 
don $tock  Exchange.  At  its  recent 
price  of  $5.59  a  share,  it  sells  at  26 


times  trailing  earnings.  Market  value: 
$370  million. 

If  getting  ahead  is  the  best  revenge, 
then  Patrick  Walker  must  feel  well 
satisfied. 

All  this  is  a  far  cry  from  the  shape 
the  company  was  in  in  1963,  when 
Walker  was  named  managing  direc- 
tor. Then  Watmoughs  was  a  dying 
relic  of  the  Victorian  age.  Founded  in 
1888  by  John  Edwin  Watmough,  the 
firm  derived  most  of  its  income  from  a 
periodical  called  Fur  &  Feather,  must 
reading  for  Britain's  rabbit  and  pi- 
geon breeders.  Unfortunately,  the 
breeders  were  themselves  a  dying 
breed.  Newer  Watmoughs'  tides  like 
Dqrj  World  and  Fancy  Pijjeon  failed  to 
pick  up  the  slack. 

Walker  recognized  that  the  compa- 
ny's strengths  lay  more  in  printing 
magazines  than  in  editing  them.  "We 
may  not  have  been  great  printers,"  he 
says  with  self-deprecating  wit,  "but 
we  were  terrible  publishers." 


Pinwheels 
of  magazines 
at  Watmoughs' 
Spanish  plant 
Printing  is 
simple;  the 
competitive 
edge  comes 
from  better 
distribution. 


In  the  mid -Sixties  Walker  beg 
printing  mail-order  catalogs  for  Ei 
pi  re  Stores,  an  old-line  British  retail 
Over  the  next  decade,  Watmoug 
dumped  its  animal  magazines  a 
expanded  its  commercial  printi 
work,  mainly  catalogs  and  brochur 

The  company's  big  break  came 
1981,  when  the  late  rascal  Rob 
Maxwell,  who  was  still  buying  me< 
companies  rather  than  stealing  fr< 
their  pension  funds,  bought  BP<  (  ,  t 
largest  commercial  printer  in  Brita 
BP(  ( 's  main  customers  were  M: 
well's  rival  newspaper  publishi 
groups,  which  quicklv  began  looki 
for  alternative  places  to  print  th 
color  inserts  and  Sunday  magazine 

Walker  went  after  their  busin 
hard.  In  1985  Associated  Newspap 
Pic,  publisher  of  the  popular  midd 
brow  paper,  the  Mail  on  Snnd 
agreed  to  give  Watmoughs  a  tryc 
on  the  paper's  weekly  magazine  si 
tion.  The  audition  came  with  a  stt 
warning:  If  Watmoughs  missed 
deadline  by  so  much  as  an  hour,  t 
printer's  reputation  was  finish< 
Watmoughs  performed,  and  Asso 
ated  gave  the  company  a  five-yi 
contract.  It  has  been  renewed  tw 
and  now  goes  until  1999. 

In  1987  Walker  scored  a  seco 
coup  when  Watmoughs  won  the  cc 
tract  to  print  the  magazine  for  t 
Sunday  Times,  the  country's  leadi 
quality  newspaper,  which  is  publish 
by  Rupert  Murdoch's  News  Corp. 

The  Mail  on  Sunday  and  the  Si, 
day  Tunes  are  the  star  performers 
the  British  newspaper  business.  I 
tween  them,  they  sell  3.5  milli 
copies  each  week.  But  Walker  recc 
nized  that  printing  has  few  barriers 
entry.  To  hold  on  to  his  contra 
with  Associated  Newspapers  a 
Murdoch's  News  Corp.,  he  need 
an  advantage.  So  Walker  began  tut 
ing  his  attention  to  the  distributi 
end  of  the  business. 

Working  closelv  with  his  news| 
per  customers,  Walker  developed 
way  to  ship  their  magazines  in  hu 
pinwheels  holding  14,000  cop 
each.  These  wheels  fit  onto  the  nev 
paper's  own  binding  and  sorting  n 
chines,  so  as  each  newspaper  is  fold 
and  stacked,  a  copy  of  the  magazi 
section  is  automatically  inserted. 

As  a  value-added  service  for  advj 
risers,  Watmoughs  can  also  automa 
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Patrick  Walker, 
the  long-serving 
boss  of  fast-growing 
Watmoughs  (Hold- 
ings) Pic. 
"We  were 
terrible 
publishers." 


ly  stuff  each  copy  of  a  magazine 
h  advertising  circulars  keyed  to 
Ferent  demographic  markets  across 
tain.  For  example,  copies  of  the 
nday  Times  sold  in  Manchester  will 
fc  circulars  advertising  sales  in 
>ps  in  that  city.  This  is  an  important 
vice  in  a  country  where  newspapers 
sold  nationally. 

iVatmoughs'  distribution  capabili- 
>  recently  helped  the  company  gain 
biggest  contract  yet.  Next  spring 
:  company  will  begin  work  on  a  $2 1 
llion-a-year  contract  from  Mur- 
jph's  News  Corp.  to  print  the  maga- 
e  for  its  Sunday  tabloid,  the  News 
the  World.  This  sex-and-scandal 
>er  sells  5.2  million  copies  a  week. 
'With  this,"  says  Walker,  with 
ne  astonishment,  "we'll  be  deliver- 
;  1 1  million  magazines  on  the  same 
f  across  Britain. " 


Watmoughs  also  does  a  steady 
business  printing  annual  reports,  food 
packaging,  travel  brochures,  store 
catalogs  and  a  few  magazines  sold  on 
newsstands,  including  Cosmopolitan, 
Brides  and  Harpers  &  Queen.  And 
Sainsbury1s,  Britain's  largest  super- 
market chain,  has  signed  Watmoughs 
to  print  its  color  magazine,  which  is 
sold  at  checkout  counters  and  fea- 
tures recipes,  beauty  tips  and  fashion 
pages  strung  between  soft-sell  ads  for 
Salisbury's  products  and  those  of  its 
main  suppliers.  Circulation:  500,000. 

Most  recently  Walker  has  expanded 
to  the  Continent.  In  1991  the  compa- 
ny bought  control  and  began  refur- 
bishing a  formerly  state-owned  print- 
ing company  in  Hungary;  it  now 
prints  Hungarian-language  maga- 
zines published  by  News  Corp.  and 
two  of  Germany's  largest  publishers, 


Bertelsmann  and  Axel  Springer 
Group.  And  earlier  this  year  Wat- 
moughs opened  its  first  new  facility 
outside  Britain,  a  $60  million  printing 
plant  in  Madrid,  to  print  Spain's 
Hola!  and  its  British  offshoot  Hello! 
They  are  the  hottest  sensations  in 
European  publishing  right  now  (see 
story,  p.  204),  selling,  between  them, 
over  1.5  million  copies  a  week. 

Watmoughs'  sales  and  pretax  earn- 
ings have  increased  at  an  annual  rate 
of  20%  over  the  past  five  years.  Louise 
Barton,  an  analyst  at  Henderson 
Crosthwaite  in  London,  expects  pre- 
tax earnings  to  rise  30%  this  year  and 
1994.  At  Watmoughs'  current  price, 
Patrick  Walker  owns  a  stake  worth 
$12  million.  That  may  not  seem  like 
much  reward  for  saving  and  expand- 
ing a  Victorian  relic,  but  it  sure  beats 
hewing  logs  and  toting  w  ater.  WM 
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Hong  Kong  entrepreneurs  look  for  two-year  paybacks. 
Johnson  Electric's  Wang  family  has  taken  a  much  longer 
view,  creating  an  impressive  little  company. 

The  quick 
and  the  dead 

By  Andrew  Tanzer 


tors  for  the  toy  and  audio  Industrie 
Johnson's  earnings  have  increase 
every  year  since  19X2;  the  compa 
manages  to  shrug  off  recessions 
major  markets  by  finding  new  ci 
tomers  and  producing  motors  for  ru 
applications.  Last  year  shipments 
the  slowly  growing  North  Americ 
market  surged  34%,  and  exports 
sluggish  Europe  rose  25%,  as  Johns* 
developed  and  sold  new  motors  f 
those  regions1  auto  and  househc: 
appliance  industries. 

In  fiscal  1993  (ended  Mar.  3 
Johnson  earned  $43  million  after  t2 
cs  on  sales  of  $190  million — a  fat  2. 


Patrick  Wang  is  obsessed  with 
speed-to-market.  Walking  through 
his  Hong  Kong  factory,  Wang,  the 
managing  director  of  Johnson  Elec- 
tric Holdings  Ltd.,  picks  up  a  new 
micromotor,  designed  to  power  an 
automotive  fuel  system.  The  tiny  mo- 
tor, which  is  about  twice  the  size  of  his 
thumb,  went  from  concept  to  proto- 
type in  eight  weeks.  A  decade  earlier, 
he  says,  the  process  would  have  taken 
over  a  year. 

But  Wang  still  isn't  satisfied.  "Our 
target  is  to  cut  the  mean  time  to 
market  by  25%  a  year,'"  he  says.  So 
Johnson's  global  team  of  designers 
and  technicians  work  together  closely 
using  computer-aided  design  systems 
and  high-speed  telecommunications 
to  speed  new  customized,  precision 
micromotors  to  market.  It's  hard 
work,  but  necessarv  if  the  company  is 
to  survive.  Competition  is  real  time, 
says  Wang;  the  competitor  that  is  the 
quickest  to  market  with  the  right 
product  wins.  As  the  Bible  says,  there 
are  the  quick,  and  the  dead. 

Johnson  Electric  is  very  quick.  The 
company  turns  out  13  million  micro- 
motors a  month;  most  are  assembled 
just  across  the  border,  in  China's 
Guangdong  Province.  Johnson  is  the 
world's  second -largest  micromotor 
manufacturer  ( after  Japan's  $600  mil- 
lion sales  Mabuchi  Motor  Co.)  and  is 
the  leader  in  all  four  of  the  main 
segments  in  which  it  competes:  mi- 
cromotors for  cars,  cordless  tools, 
household  appliances  (such  as  coffee 
grinders  and  food  processors),  and 
personal  care  items  like  hair  dryers 
and  electric  shavers.  Mabuchi  Motor 
Co.,  Johnson's  only  real  competitor, 
makes  mostly  low  er- priced  micromo- 
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x  margin.  Johnson  Electric  has  a  net 
sh  balance  of  $130  million  ( 15%  of 
market  value).  Hong  Kong  stock- 
oker  Jardine  Fleming  Securities 
d.  forecasts  that  earnings  for  John- 
n  will  rise  over  20%  this  year  and  a 
;e  amount  next  year.  At  a  recent 
!.42  a  share  on  the  Hong  Kong 
ock  Exchange,  Johnson's  shares 
ide  at  20  times  trailing  earnings, 
le  Wang  family's  60%  stake  in  John- 
n  is  worth  $520  million. 
Johnson  Electric  was  started  in 
•59  by  Patrick  Wang's  lather,  Wang 
ng  Liang.  The  elder  Wang,  now  80 
d  Johnson's  chairman,  had  been  a 


Johnson  Electric 
managing  director 
Patrick  Wang  and 
a  few  of  his 
micromotors 
(above) 

Little  motors, 
big  profits. 


prosperous  textile  manufacturer  in 
Shanghai  before  the  communists 
overran  the  city  in  1949.  Wang  Seng 
Liang  fled,  penniless,  to  Hong  Kong  a 
year  later  and  opened  what  became  a 
chain  of  tailor  shops.  But  he  longed  to 
get  back  into  manufacturing. 

The  key  to  his  reentry  was  toys.  In 
the  late  1950s  the  toy  industry  in 
Hong  Kong  was  just  beginning  to 
stir.  Because  of  his  interest  in  manu- 
facturing, Wang  was  approached  by  a 
local  trading  company  that  wanted  to 
know  if  he  could  knock  off  a  cheap 
version  of  a  battery-powered  toy  boat. 
Wang  studied  the  boat  but  decided  to 
produce  only  the 
motor  instead. 

How  come?  "His 
experience  in 
Shanghai  f  making 
towels  and  socks] 
told  him  to  build 
something  that 
doesn't  change," 
explains  Patrick 
Wang.  "Toys  are 
fashionable;  motors 
are  not."  Johnson 
grew  through  the 
1960s  by  supplying 
little  motors  to  Hong  Kong's  expand- 
ing toy  industry. 

Wang  Seng  Liang's  next  wise  deci- 
sion was  typically  Chinese:  He  invest 
ed  in  his  children's  education.  The 
eldest  son,  Richard  Wang,  was  packed 
off  to  the  University  of  California, 
Berkeley,  where  he  received  under- 
graduate and  master's  degrees  in  elec- 
trical engineering.  Now  47,  Richard 
Wang  manages  Johnson  Electric's 
global  marketing  from  his  base  in 
Fairfield,  Conn. 

Wang  Seng  Liang  sent  daughter 
Winnie  Wang,  now  45,  to  Ohio  Llni- 
versity.  Today  she  is  back  in  Hong 
Kong  as  executive  director  in  charge 
of  Johnson  finances. 

The  second  son,  43-year-old  Pat- 
rick Wang,  earned  a  B.S.  and  M.S.  in 
electrical  engineering  from  Purdue 
University  and  has  run  the  company 
since  the  late  1970s. 

In  the  1970s  the  second  generation 
astutely  recognized  that  toy  motors 
were  turning  into  a  commodity.  They 
convinced  their  father  to  push  John 
son  away  from  toys  and  into  micro 
motors  for  home  appliances,  personal 
care  items,  cars  and  cordless  tools — 


and  into  overseas  markets.  Today 
Johnson  carefully  cultivates  a  broad 
customer  b>ase  that  includes  Black  & 
Decker,  Sunbeam,  Kodak,  Bosch  and 
Moulinex.  Johnson  is  the  sole  suppli- 
er to  most  of  its  customers.  Less  than 
1%  of  Johnson's  sales  now  come  from 
toy  companies. 

The  Wangs  continue  to  look  for 
new  applications  and  new  markets  for 
Johnson's  motors.  "We  can't  control 
consumer  spending,  but  we  can  target 
as  broad  a  geographic  and  product 
audience  as  possible,"  explains  Pat- 
rick Wang,  who  speaks  passable  Ger- 
man and  flawless  English.  "We  define 
our  market  as  global;  our  motors  are 
everywhere." 

A  good  example  is  cars.  Wang 
guesses  an  average  car  contains  15 
micromotors,  twice  as  many  as  a  de- 
cade ago.  They  are  used  for  every- 
thing from  powering  door  locks  and 
windows,  to  controlling  side  mirror 
and  seat  adjustments.  A  luxury  Mer- 
cedes-Benz, with  its  headlight  wipers 
and  air-conditioning  control,  can  use 
up  to  50  micromotors  per  vehicle. 
Wang  says  users  of  Johnson  motors 
include  virtually  every  car  company. 

To  stay  close  to  its  customers, 
Johnson  operates  design  and  techni- 
cal centers  in  the  U.S.,  Europe  and 
Japan.  Like  all  truly  global  business 
people,  the  Wangs  spend  liberally  on 
communications  to  tie  together  its 
global  network  of  factories,  R&D  and 
design  centers  with  customers.  For 
example,  Johnson  Electric  is  currently 
installing  the  first  stage  of  a  $20  mil- 
lion videoconferencing  system  that 
will  allow  engineers  in  Cleveland  and 
Stuttgart,  where  the  company  runs 
technical  centers,  to  monitor  trial 
production  of  their  micromotors  in 
Johnson's  main  factories  in  China. 

"The  physical  limitations  of  the 
past  are  gone,"  says  the  urbane  Pat- 
rick Wang.  "Customers  talk  to  us 
where  they  feel  most  comfortable,  but 
products  are  made  where  they  are 
most  competitive." 

Like  the  best  of  the  world's  small 
company  entrepreneurs,  Wang  holds 
bureaucracy  in  very  low  regard.  "The 
more  layers  you  have,  the  less  vou  see 
of  or  hear  from  the  customer,"  he 
says.  "Our  mission  is  to  make  sure  the 
phone  rings  again."  The  way  Wang 
runs  the  company,  the  phone  may 
keep  ringing  off  the  hook.  em 
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Let  a  thousand 
companies  bloom! 


By  Ann  Anderson  and  Gustavo  Lombo 

As  the  powers  of  statist  governments 
around  the  globe  are  constrained  by 
the  shift  toward  market  economies, 
the  ranks  of  fast-growing  small  com 
panics  like  the  ones  on  the  following 
pages  are  likely  to  swell. 

We  have  divided  our  list  of  the  best 
small  foreign  companies  into  two 
parts:  companies  in  developed  coun- 
tries like  the  U.K.,  Germany,  France 
and  Japan;  and  companies  in  such 
emerging  markets  as  Colombia,  Ko- 
rea and  Mexico.  Our  developed  mar- 
ket stocks  were  picked  by  computer 
screens  similar  to  those  used  to  come 
up  with  the  list  of  the  200  best  small 


U.S.  companies.  The  emerging  mar- 
ket firms  were  selected  more  subjec- 
tively, on  die  basis  of  short-term  per- 
formance and  recommendations  by 
analysts  familiar  with  those  markets. 
Among  the  many  who  helped  com- 
pile the  list  were  Mark  Schofield,  an 
analyst  at  the  Boston  office  of  Baring 
Securities,  a  London-based  invest- 
ment banking  and  brokerage  firm; 
and  Chris  Thompson,  the  chief  exec- 
utive at  W.I.  Carr,  a  Hong  Kong- 
based  brokerage  firm  specializing  in 
Asian  markets. 

In  the  following  lists,  our  definition 
of  "small"  means  sales  up  to  $500 


million  (our  U.S.  cutoff  is  $350  mi 
lion).  A  few  of  the  firms  are  wi 
known  in  the  U.S.  For  example,  ( ai 
ada's  Corel  Corp.  is  a  leading  deve 
oper  of  microcomputer  graphics  sof 
ware.  But  move  farther  from  the  U. 
and  the  names  quickly  become  le 
familiar,  and  the  technologies  are  o 
ten  less  dazzling.  In  emerging  natioi 
the  fastest-growing  and  most  profi 
able  small  companies  are  often  in  sue 
prosaic  industries  as  cement  or  foe 
and  beverages.  A  prime  exampl 
Venezuela's  Ccramica  Carabob 
which  makes  ceramic  tile  and  otb 
building  materials  (see  story,  p.  288) 


Developed  markets 


Company/country 

Industry 

Recent 

Latest 

P/E 

Latest 

Sales 

Net 

Market 

price 

12-mos 

return 

income 

value 

EPS 

on  equity 

— ($mil) — 

Aberfoyle/Australia 

mining  &  minerals 

$2.44 

$0.21 

11.8 

17.0% 

$99 

$16.4 

$184 

Harvey  Norman  Holdings/Australia 

financial  services 

5.03 

0.32 

16.0 

22.4 

42 

91 

141 

Wattyl/Australia 

paints  &  resins  manufacturer 

4.29 

0.25 

17.7 

14.6 

225 

15.1 

260 

Mutual  Risk  Management/Bermuda 

property  &  casualty  insurance 

43.88 

1.94 

22.6 

18.9 

101 

17.2 

384 

Chauvco  Resources/Canada 

oil  &  natural  gas 

11.06 

0.40 

19.7 

13.8 

95 

17.8 

484 

Corel/Canada 

computer  software 

33.38 

1.10 

30.3 

16.5 

104 

14.0 

461 

Dreco  Energy  Services/Canada 

oilfield  equipment 

21.25 

1.18 

18.0 

16.7 

81 

7.3 

132 

Fahnestock  Viner  Holdings/Canada 

securities  brokerage 

6.88 

1.24 

5.5 

23.9 

143 

14.8 

81 

International  Colin  Energy/Canada 

oil  &  natural  gas 

16.50 

0.98 

16.8 

17.4 

37 

9.2 

169 

Morrison  Petroleum/Canada 

oil  &  natural  gas 

7.50 

0.23 

21.4 

15.5 

43 

11.0 

353 

Softimage/Canada 

3-D  visualization  software 

18.50 

0.66 

28.0 

30.7 

25 

3.5 

108 

Olicom/Denmark 

computer  network  software 

17.75 

0.82 

21.6 

24.2 

94 

12.0 

274 

Radiometer/Denmark 

medical  equipment 

86.86 

3.86 

22.4 

20.5 

259 

28.1 

582 

Lahmeyer  Energiewirtschaft/Germany 

electric  utility 

473.04 

12.66 

37.1 

22.4 

144 

38.8 

1.343 

Guoco  Group/Hong  Kong 

commodity  trading 

3.54 

0.17 

19.0 

15.9 

217 

48.2 

1.145 

Hong  Kong  &  China  Gas/Hong  Kong 

gas  transmission 

1.91 

008 

22.8 

34.8 

382 

120.9 

3,004 

Hong  Kong  Aircraft/Hong  Kong 

aircraft  maintenance 

5.27 

0.27 

18.0 

38.6 

271 

50.1 

976 

Johnson  Electric  Industrial/Hong  Kong 

motors  &  generators 

2.42 

0.12 

20.0 

24.8 

191 

42.9 

922 

Tai  Cheung  Holdings/Hong  Kong 

real  estate  development 

1.18 

0.12 

10.0 

17.1 

118 

60.1 

601 

Elan/Ireland 

drug  delivery  systems 

31.38 

1.10 

28.5 

17.0 

136 

34.8 

905 

Prices  and  exchange  rates  as  of  Sept.  30. 

Sources:  Worldscope  via  Randall-Helms  International;  William  O'Neil&Co. 
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)eveloped  markets 


ompany/country 

Industry 

Recent 

Latest 

P/E 

Latest 

Sales 

Net 

Market 

price 

12-mos 

return 

income 

value 

EPS 

on  equity 

— ($mil) — 

ibernian  Group/Ireland 

property  &  health  insurance 

$3.55 

$0.28 

12.3 

14.0% 

$311 

$16.5 

$181 

nidare/lreland 

welding  &  heating  products 

5.46 

0.45 

12.1 

12.1 

185 

6.9 

105 

CI  Telecom/Israel 

telecommunications  products 

52.00 

1.40 

37.1 

29.6 

185 

44.8 

1,579 

S  Intelligent  Information  Sys/lsrael 

computer  peripherals 

26.63 

0.90 

29.6 

19.8 

77 

11.4 

367 

agic  Software  Enterprises/Israel 

computer  programming  software 

17.00 

0.46 

37.0 

12.9 

13 

1.7 

61 

ubaru  Enterprise/Japan 

road  maintenance 

11.32 

0.46 

24.6 

15.7 

144 

10.4 

301 

/ventsche  Kabel  Holdings/Netherlands 

fabricated  wire  products 

100.93 

12.07 

8.3 

15.0 

191 

18.4 

151 

anford/New  Zealand 

fishing  &  seafood  processing 

2.86 

0.19 

14.1 

19.8 

129 

13.6 

224 

srskor  Groep/South  Africa 

book  &  newspaper  publishing 

5.83 

0.85 

6.2 

20.5 

178 

7.1 

46 

tico  Holdings/South  Africa 

beverages  &  tobacco 

21.87. 

1.15 

17.2 

27.3 

118 

7.2 

133 

imiral/Umted  Kingdom 

computer  services 

6.81 

0.36 

17.6 

30.7 

47 

4.0 

74 

nber  Industrial/United  Kingdom 

specialty  chemicals 

7.86 

0.66 

12.0 

21.2 

32 

2.6 

31 

espak/United  Kingdom 

specialized  valve  systems 

7.78 

0.48 

16.3 

28.3 

97 

12.6 

196 

ick/United  Kingdom 

communications  equipment 

6.95 

0.39 

18.0 

49.0 

55 

11.0 

172 

Dosey  &  Hawkes/Umted  Kingdom 

musical  instruments 

18.04 

1.02 

17.9 

15.0 

90 

4.0 

71 

re  Group/United  Kingdom 

engineering  services 

7.23 

0.41 

17  6 

13.2 

80 

3.9 

69 

irnell  Electronics/United  Kingdom 

electrical  equipment 

6.84 

0.36 

19.3 

38.1 

378 

46.8 

912 

alma/United  Kingdom 

health  &  safety  equipment 

3.04 

0.11 

27.3 

37.5 

176 

21.8 

594 

A  International/United  Kingdom 

distributor  of  computer  products 

1.71 

0.10 

16.2 

30.6 

181 

2.9 

66 

otron/United  Kingdom 

sterilization  of  medical  supplies 

4.19 

0.26 

16.2 

15.5 

11 

3.5 

52 

aero  4/United  Kingdom 

computer  services 

10.15 

0.47 

21.5 

52.4 

35 

11.2 

229 

ayborn/Umted  Kingdom 

baby  products  &  fabric  dyes 

2.86 

0.19 

15.4 

34.7 

55 

3.7 

56 

icro  Focus  Group/United  Kingdom 

computer  programming  software 

26.35 

1.66 

15.9 

40.8 

101 

22.5 

363 

)werscreen  Intl/United  Kingdom 

sorting  &  recycling  equipment 

5.54 

0.31 

17.9 

37.1 

144 

27.0 

478 

)tork/United  Kingdom 

industrial  control  devices 

2.43 

0.11 

189 

26.7 

87 

10.1 

210 

erling  Industries/United  Kingdom 

combustion  &  hydraulic  engineering 

2.43 

0.13 

18.8 

19.4 

59 

3.7 

68 

kare/United  Kingdom 

nursing  homes 

3.52 

0.18 

18.0 

13.0 

73 

16.3 

314 

bbett  &  Britten  Group/United  Kingdom 

trucking 

10.33 

0.41 

25.3 

20.7 

351 

15.4 

451 

sper  Thornycroft/United  Kingdom 

ship  building  &  repair 

10.39 

0.62 

16.8 

31.5 

297 

19.3 

321 

atmoughs/Umted  Kingdom 

commercial  printing 

5.59 

0.20 

26.5 

12.8 

180 

14.1 

370 

ices  and  exchange  rates  as  of  Sept. 

30.   Sources:  Worldscope  via  Randall-Helms  International;  William  O'Neil 

&Co. 
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lesa/Argentina 

beverages 

$1,600.00 

$57.03 

28.1 

18.6% 

$191 

$26.7 

$796 

igley/Argentma 

biscuits 

4.38 

0.29 

15.1 

12.3 

210 

21.9 

329 

inco  Frances/Argentina 

banking 

13.13 

0.60 

21.9 

26.8 

181 

34.7 

854 

inco  de  Galicia/Argentina 

banking 

7.50 

0.33 

22.7 

13.9 

392 

45.6 

1,178 

assalin  Particulares/Argentina 

tobacco 

1100 

0.78 

14.1 

24.2 

281 

31.9 

460 

nella/Argentma 

motorcycles 

7.50 

0.99 

7.6 

16.6 

79 

9.5 

71 

•rvecerias  Unidas/Chile 

beverages 

4.13 

0.18 

22.9 

45.2 

239 

45.9 

1,078 

incha  y  Toro/Chile 

wine 

0.38 

0.03 

12.5 

27.5 

56 

10.3 

108 

JTEL/Chile 

telecommunications 

6.63 

0.93 

7.1 

44.8 

218 

85.9 

618 

nbotelladora  Andina/Cfiile 

beverages 

2.13 

0.07 

30.4 

39.8 

180 

22.2 

640 

ices  and  exchange  rates  as  of  Sept.  30. 

incipal  sources:  Baring  Securities:  W.  I.  Can.  Other  sources:  Banex  Mercado  de  Capitales  (Venezuela);  Celfm  Agente  de  Valores  (Chile). 
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Emerging  markets 


Compsny/conntry 

inausiry 

Recent 

P/E 

Latest 

Sales 

Net 

M  A  r  Up 

price 

EPS 

return  on 

income 

value 

equity 

($mil) 

Manufactures  de  Cobre/Chile 

copper  products 

$1.88 

$0.09 

20.8 

21.4% 

$264 

$24.7 

$540 

Banco  de  Bogota/Colombia 

banking 

3.88 

0.35 

11.1 

17.0 

225 

47.6 

462 

Bavaria/Colombia 

beverages 

3.25 

0.15 

21.7 

12.0 

363 

42.9 

729 

Cadenalco/Colombia 

retailing 

1.88 

0.08 

23.4 

30.0 

347 

12.5 

240 

Carulla/Colombia 

supermarkets 

8.75 

0.65 

13.5 

35.0 

135 

3.9 

44 

Corf  ivalle/Colombia 

financial  services 

6.75 

0.65 

10.4 

18.0 

192 

14.8 

191 

Industrias  Alimenticias  Noel/Colombia 

food  processing 

6.25 

0.32 

19.5 

24.0 

184 

15.6 

241 

Hellas  Can/Greece 

packaging 

17.50 

1.66 

106 

27.9 

87 

16.0 

168 

Intracom/Greece 

telecommunications  equipment 

40.00 

1.50 

26.7 

34.3 

143 

20.1 

545 

Michaniki/Greece 

construction 

45.00 

2.12 

21.2 

35.6 

33 

6.7 

162 

Charoen  Pokphand/lndonesia 

agribusiness 

3.88 

0.20 

19.4 

22.0 

165 

10.4 

203 

Ganda  Wangsa  Utama/lndonesia 

sboe  manufacturer 

1.25 

0.09 

13.9 

19.0 

35 

3.5 

59 

Sekar  Laut/lndonesia 

snack  foods 

3.13 

0.16 

19.5 

45.4 

31 

2.7 

67 

Baik  Yang/Korea 

apparel  manufacturer 

89.88 

14.83 

6.1 

15.5 

388 

12.1 

75 

Korea  Mobile  Telecom/Korea 

cellular  phones 

144.50 

11.52 

12.5 

288 

320 

60.0 

789 

Nam  Yeung/Korea 

apparel  manufacturer 

90.50 

24.52 

3.7 

21.7 

148 

10.1 

37 

Samsung  Radiator/Korea 

auto  parts  manufacturer 

48.25 

6.17 

7.8 

23.0 

50 

50 

42 

Song  Woun  Industries/Korea 

chemicals 

55.13 

8.86 

6.2 

17.0 

85 

7.0 

46 

Buildcon/Malaysia 

concrete 

3.38 

0.22 

15.3 

32.9 

47 

4.2 

64 

Ho  Hup  Construction/Malaysia 

construction 

3.50 

0.14 

25.0 

27.3 

149 

8.6 

210 

Hong  Leong  Industries/Malaysia 

ceramic  tiles 

4.38 

0.22 

19.9 

21.7 

402 

31.6 

614 

Kedah  Cement/Malaysia 

cement 

1.38 

0.07 

19.6 

20.2 

94 

20.5 

399 

Leader  Universal/Malaysia 

cable  manufacturer 

4.38 

0.12 

36.5 

30.8 

182 

31.2 

1,120 

Apasco/Mexico 

cement 

5.88 

0.36 

16.3 

12.9 

497 

100.1 

1.752 

Grupo  Herdez/Mexico 

food  processing 

1.00 

0.07 

14.3 

18.9 

281 

21.8 

296 

Internacional  de  Ceramica/Mexico 

ceramic  tiles 

4.50 

0.33 

13.6 

14.6 

101 

11.9 

152 

DG  Khan  Cement/Pakistan 

cement 

1.63 

0.16 

10.3 

33.7 

38 

10.0 

104 

Bacnotan  Consolidated  Inds/Philippines  construction  materials 

11.00 

0.63 

17.5 

25.7 

168 

13.9 

244 

Cerebos  Pacific/Singapore 

tood  &  beverages 

3.75 

0.11 

34.1 

28.0 

301 

33.1 

1,143 

Singapore  Press  Holdings/Singapore 

publishing 

8.25 

0.44 

18.8 

29.1 

384 

117.9 

2,237 

International  Cosmetics/Thailand 

cosmetics  distributing 

33.50 

1.77 

18.9 

28.9 

287 

23.9 

462 

Land  &  House/Thailand 

real  estate  development 

12.38 

0.37 

33.4 

29.6 

224 

57.5 

1,854 

Regional  Container  Lines/Thailand 

shipping 

16.13 

0.64 

25.2 

18.3 

153 

8.7 

249 

Thai  Modern  Plastics/Thailand 

food  packaging 

5.13 

0.23 

22.3 

27.1 

19 

2.7 

79 

Akcimento/Turkey 

cement 

1.38 

0.09 

15.3 

28.3 

81 

7.2 

120 

AKSA/Turkey 

acrylic 

1.38 

0.18 

7.6 

65.6 

167 

41.1 

313 

Ceramica  Carabobo/Venezuela 

ceramic  tiles 

1.75 

0.20 

12.5 

14.0 

77 

10.3 

89 

Fivenez/Vciiezuela 

financial  services 

13.38 

2.09 

6.4 

34.9 

72 

18.8 

121 

Mavesa/Venezuela 

food  processing 

0.38 

0.02 

18.8 

18.4 

159 

12.4 

208 

Productos  Efe/Venezuela 

ice  cream 

1.63 

0.23 

7.1 

47.4 

24 

4.2 

40 

Prices  and  exchange  rates  as  of  Sept.  30. 

Principal  sources:  Baring  Securities;  W.  I.  Carr.  Other  sources:  Banex  Mercado  de  Capitales  (Venezuelah  Celfm  Agente  de  Vatores  (Chile). 
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TEMPLETON  DEVELOPING 
MARKETS  TRUST 


A  World  Of  Opportunities 

Templeton  believes  that  potentially  reward- 
ing investment  opportunities  exist  in  the 
emerging  capital  markets  of  countries  such 
as  Malaysia,  Mexico  and  Thailand. 

As  the  international  trend  toward  more 
Western-style,  free-market  economies  con- 
tinues, such  countries  may  experience  high 
rates  of  economic  growth. 

Templeton  Developing  Markets  Trust  seeks 
to  take  advantage  of  these  significant, 
changing  world  conditions. 

Call  your  investment  advisor  or  Templeton 
today. 


1-800-342-FUND 
Ext.  9386 


tlnvesting  in  developing  markets  involves  special  considera- 
tions. These  may  include  risks  related  to  market  and  currency 
volatility,  adverse  social  and  political  developments,  and  the 
relatively  small  size  and  lesser  liquidity  of  these  markets. 


Invest  For  Capital  Growth 

This  fund  is  designed  for  investors  seeking 
long-term  capital  appreciation.  Like  every 
Templeton  fund,  it  is  supported  by  experi- 
enced portfolio  managers  and  Templeton's 
outstanding  global  research  capabilities. 

The  fund  invests  primarily  in  the  equity  secu- 
rities of  developing  countries  with  strong, 
emerging  markets/ 

Franklin/Templeton  Distributors,  Inc. 
P.O.  Box  33030,  St.  Petersburg,  FL  33733 

Yes!  I  would  like  a  free  prospectus  containing 
more  complete  information  on  the  Templeton 
Developing  Markets  Trust,  including  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 

□  I  am  currently  a  Templeton  shareholder. 
Name  


Address . 


City/State/Zip. 


Tfempleton 

JL  WORLDWIDE 

Member  $101  Billion  Franklin/Templeton  Group 
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AS  WE  SEE  IT 

Without  a  stable  currency,  Yeltsin  may  meet 
the  same  electoral  fate  as  the  Polish 
economic  reformers.  He  should  try  out  an  old  idea 
of  John  Maynard  Keynes'. 

Back  to 
the  future 


BY  STEVE  H.  HANKE  &  SIR  AWN  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  at  The  Johns  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Corp.  in  Washington,  D.C. 


The  recent  elections  in  Poland 
should  give  President  Boris  Yeltsin 
something  to  think  seriously  about. 
Polish  reformers  were  showered 
with  Western  aid  and  advice  from 
the  same  shock  therapists  who  coun- 
sel Yeltsin,  and  their  reward,  deliv- 
ered on  election  day,  was  a  nasty, 
antireform  backlash  that  put  them 
out  of  office. 

The  Polish  voters  clearly  tired  of 
the  reformers'  incapacity  to  deliver  on 
their  promises.  The  shock  therapists 
pledged  in  November  1989  to  stabi- 
lize the  zloty  at  9,500  to  the  dollar. 
Since  then,  the  zloty  has  lost  over  52% 
of  its  value  and  now  trades  at  19,800 
to  the  dollar. 

The  ruble  has  had  much  the  same 
fate  as  the  zloty.  Back  in  September 
1991  it  took  56  rubles  to  fetch  a 
dollar.  A  dollar  now  trades  for  about 
1,200  rubles,  a  drop  of  over  95% 
since  Yeltsin  came  to  power.  Even 
though  the  Central  Bank  of  Russia 
has  been  nominally  controlled  by 


the  disbanded  Parliament,  the  Rus- 
sian people  have  laid  the  blame  for 
the  ruble's  demise  squarely  at  the 
Kremlin's  doorstep. 

If  President  Yeltsin  wishes  to  avoid 
the  same  fate  as  the  Polish  reformers, 
he  must  begin  to  provide  Russians 
with  a  sound  currency. 

To  deliver  a  sound  ruble,  the  cen- 
tral bank  must  either  be  replaced  or 
made  irrelevant.  The  solution  is  a 
currency  board  system.  It  is  the  only 
way  to  stop  inflation  in  Russia. 
Here's  how  a  currency  board  system 
works:  It  issues  notes  and  coins, 
which  are  fully  convertible  on  de- 
mand into  a  stable  foreign  currency 
at  a  permanently  fixed  exchange  rate. 
To  sustain  complete  credibility,  a 
board  holds  reserves  in  the  foreign 
reserve  currency  equivalent  to  100% 
of  its  notes  and  coins  in  circulation. 
Consequently,  boards  are  foolproof. 
Indeed,  of  the  70  currency  boards 
that  have  operated,  none  has  failed 
to  maintain  full  convertibility  into 
its  foreign  reserve  currency.  At 
their  zenith  in  the  1950s,  boards 
operated  throughout  much  of  Afri- 
ca, the  Caribbean  and  South  Asia. 
Today  the  most  notable  board  is 
Hong  Kong's. 

To  replace  the  central  bank  with  a 
currency  board  would  be  quite  diffi- 
cult and  time-consuming.  Fortu- 
nately, Russian  history  suggests  an- 
other way  of  reforming  the  ruble, 
one  that  would  make  the  central 
bank  irrelevant.  It  would  require  the 
establishment  of  a  currency  board  as 
the  issuer  of  a  parallel  currency.  Cur- 
rency board  rubles  would  then  circu- 


late alongside  central  bank  rubles  J 
floating  exchange  rate.  Russi. 
would  then  have  a  choice  bet  w  e 
using  inconvertible,  rapidly  deprc 
ating  central  bank  rubles  or  1 1 si 
fully  convertible,  stable  currer 
board  rubles. 

Needless  to  say,  most  Russi; 
would  quickly  switch  to  the  boar 
rubles,  rendering  the  central  ba 
irrelevant. 

A  parallel  currency  approach  1 
been  successfully  used  before 
Russia.  In  1918,  during  the  Russi 
civil  war,  the  anti-Bolshevik  govei 
ment  of  the  region  around  Arch; 
gel  and  Murmansk  established 
currency  board  in  cooperation  w 
the  British  government.  Rubles 
sued  by  that  currency  board  wi 
backed  by  British  pounds  sterli 
and  had  a  fixed  exchange  rate  w 
the  British  pound.  As  its  inii 
foreign  reserve,  the  board  helc 
deposit  in  British  pounds  sterling 
the  Bank  of  England.  The  Brit 
government  provided  the  depc 
as  a  gift. 

The  North  Russian  currei 
board  was  the  idea  of  none  otl 
than  John  Maynard  Keynes,  whe 
the  time  was  an  official  in  the  Brit 
treasury.  The  board's  currency  \ 
introduced  within  11  weeks  of  bei 
proposed  by  Keynes.  The  No 
Russian  currency  board  was  the  o 
issuer  during  the  Russian  civil  wai 
stable  and  fully  convertible  mon 
Consequently,  the  currency  bo; 
rubles  drove  the  inferior  monies 
other  issuers  out  of  circulation 
North  Russia. 

Using  the  experience  of  No 
Russia  as  a  model,  Western  coi 
tries  could  lend  Russia  the  ini 
foreign  reserves  through  the  Int 
national  Monetary  Fund.  The  U 
Foreign  Operations  Act  of  19 
explicitly  authorized  the  reo 
American  quota  contribution  to  l 
IMF  to  be  used  to  establish  currei 
boards.  The  model  exists  and  i 
money  exists. 

The  introduction  of  a  currei 
board  system  would  enable  Yeltsi 
reformers  to  show  that  they  co 
deliver  on  their  repeated  promises 
establish  a  stable  ruble.  That  wo 
provide  them  with  much  neec 
credibility  and  a  solid  base  up 
which  to  build  reforms. 
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SPECIAL      ADVERTISING  SUPPLEMENT 


Company's  coming','  says  Ed  Rendell,  Philadelphia's  charismatic 

mayor  and  mastermind  of  one  of  the  most  dramatic  urban  turnarounds  in  recent  history. 
Rendell  is  referring  to  800,000  conventioneers  slated  to  descend  on  the  city's  gleaming 
new  convention  center.  Assuming  center  stage  in  the  city's  vibrant  downtown  district, 
the  new  Pennsylvania  Convention  Center  is  arguably  the  most  impressive  facility 
of  its  bind  built  in  the  U.S.  in  the  last  10  years. 
But  to  the  business  community  of  the  Delaware  Valley,  the  new  convention  center  is  more 
than  bricks  and  mortar.  It's  solid  evidence  of  the  pro-business  attitude  that  has  taken  shape 
here.  It's  proof  positive  that  the  spirit  of  cooperation  among  city  hajWhe  private  sector  and 
the  surrounding  region  is  paying  off  in  a  big  way  for  ^rerybody. 
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According  to  Tom  Muldoon,  president  of 
the  Philadelphia  Convention  and 
Visitors  Bureau,  "The  reality  of  so  many 
people  making  Philadelphia  their  desti- 
nation has  caused  us  all  to  Step  bac  k  and  look  at 
what  we  have  to  offer  from  an  outsider's  perspec- 
tive." 

That  defining  moment  has 
launched  a  renaissance  ol  sorts 
in  downtown  Philadelphia. 
Some  of  the  highlights 
are  a  new  Center 
City  district  staffec 
with  broom  tot- 
ing, uniformed 
personnel  who 
ac  t  as  Phila- 
delphia's curb- 
side  concierge 
staff.  Parking 
has  been 
upgraded. 
Storefronts  have 
been  improved. 
The  railroad  station 
has  undergone  a 
major  facelift.  Cab 
service  has  been 
overhauled. 
Waterfront  develop- 
ment is  mushroom- 
ing. The  airport  is 
undergc  >ing  a  $  I  bil- 
lion capital  improve- 
ment program.  To 
top  it  off,  the  city's 
main  commercial 
axis.  Market  Street, 
which  runs  from  the 
Delaware  River  to 

the  Schuylkill  River,  is  host  to  an  exciting 
generation  of  office  towers  that  have  reshaped  the 
skyline  and  image  of  the  city.  The  city's  main 
cultural  axis.  Broad  Street,  also  known  as  the 
Avenue  of  the  Arts,  is  being  upgraded  to  usher  in 
a  new  concert  hall  and  theatre. 

One  of  the  supporters  of  the  Avenue  of  the 


i<2  new 


Arts  project  is  PNC  Bank,  Philadelphia,  part  of 
PNC  Bank  Corp.,  a  holding  company  with  more 
than  $50  billion  in  assets.  PNC  Bank's  support 
underscores  the  private  sector's  commitment  to 
enhancing  the  culture  and  the  quality  of  life  in 
the  Delaware  Valley. 

Richard  Smoot,  president  and  chief  executive 
officer,  says,  "We  see  our  interest  in  the  region  as 
very  broad.  We  view  banking  as  a  community- 
based  business,  as  part  of  the  fabric  of  the  com- 
munity. So  when  Philadelphia  does  well,  we  all 
have  the  opportunity  to  benefit,  and  when  that 

doesn't  happen,  we 
all  struggle.  PNC 
Bank  tries  to  be 
supportive  of  the 
community  on  a 
broad  base  with 
projects  like  the 
Avenue  of  the  Arts." 

PNC  Bank  has 
graciously  support- 
ed scores  of  projects, 
including  the  develop- 
ment of  the  Wilma 
Theatre  and  a  new 
concert  hall  to  be 
built  downtown. 

The  important 
result  of  commit- 
ments like  PNC 
Bank's  is  renewal. 
"When  you  add  up 
v  L    everything  that  has 
been  done  in  response 
to  the  convention  center," 
says  Muldoon,  "we  have  a 
new  city." 

ure,  Philadelphia  has 
been  busy  getting  ready 
for  company.  But 
Charlie  P.  Pizzi,  presi- 
dent of  the  Greater  Philadelphia 
Chamber  of  Commerce,  says 
"the  Delaware  Valley  has  always 
been  a  great  place  to  do  busi- 
ness, no  matter  how  you  add  it  up."  Among  the 
core  attributes  that  top  Pizzi's  list  are: 

#  A  vast  array  of  colleges  and  universities 

#  A  diversified  industrial  base  capable  of  weath- 
ering the  most  turbulent  economic  times 

•  A  transportation  infrastructure  that  makes  the 
region  an  intersection  for  the  eastern  seaboard 

•  A  rich  culture  as  old  and  grand  as  the  nation 
itself. 


The  sparkling  new 
Pennsylvania 
Convention  Center 
represents  a 
revitalized  Greater 
Philadelphia. 


Photos  above:  Philadelphia  Convention  &  Visitors  Bureau 


BUSINESS  DOESN'T 
NEED  ANOTHER 
FULL-SERVICE 

BANK. 
IT  NEEDS 
FULL-SERVICE 
BANKERS. 


Nowadays,  just  about  every  bank  in  Philadelphia  and 
he  Delaware  Valley  says  it's  a  full-service  bank  for  business. 

First  Fidelity  is  different.  As  you'd  expect,  we  have  the 
)road  range  of  financial  products  that  companies  might  need  - 
ncluding  credit,  cash  management,  trade  finance,  and  trust 
ind  investment  services.  But  First  Fidelity's  relationship 
inkers  offer  the  kind  of  service  that  makes  things  happen. 
Mth  our  full-service  commitment  to  our  clients,  we'll  find  the 


financing  solutions  that  work  best  for  you. 

We  have  a  deep  knowledge  of  the  regional  economy, 
the  capital  strength  and  over  650  offices  in  Pennsylvania,  New 
York,  New  Jersey  and  —  through  our  affiliate  Union  Trust  — 
in  Connecticut. 

To  find  out  about  First  Fidelity's  commitment  and 
what  it  means  to  growing  businesses,  call  or  visit  the  First 
Fidelity  branch  near  you.  We'll  be  right  at  your  service. 
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It's  All  About  Commitment. 
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The  Real  Philadelphia  Story 


"People  who  believe  that 
Philadelphia  is  home  to  some  bro- 
ken bell,"  says  Pizzi,  "just  haven't 
been  listening  to  the  music  we  are 
making." 


What  makes  this  Philadelphia  story  all 
the  more  remarkable  is  that  just  two 
years  ago,  the  city  stood  on  the  brink 
of  financial  disaster.  Like  many  large, 
East  Coast  industrial  cities,  Philadelphia  faced  sig- 
nificant challenges.  Among  these  were  a  declin- 
ing tax  base,  rising  labor  costs  and  shrinking  state 
and  federal  funding.  But,  according  to  Stephen 
Mullin,  city  representative  and  director  of  com- 
merce, "The  situation 
was  exacerbated  by 
the  fact  that  as  a  city 
and  a  county, 
Philadelphia  had  an 
extra  burden."  The 
result  was  that  by 
1990  the  city  had 
racked  up  a  string  of 
"structural  deficits," 
the  municipal  equiva- 
lent of  an  operating 
loss.  But  the  shock 
came  later  when 
Philadelphia  found 
itself  shut  out  of  the 
short-term  capital  mar- 
kets by  a  deteriorating  credit  rating.  According  to 
Moody's  and  Standard  &  Poor's,  the  city's  debt 
had  hit  junk  bond  status! 

It  wasn't  easy,  says  Mullin,  but  the  city  was 
able  to  turn  its  finances  around  by  holding  the 
line  on  labor  costs  and  submitting  itself  to  the 
kind  of  fiscal  discipline  more  often  seen  in  the 
private  sector.  With  the  help  of  the  Pennsylvania 
Intergovernmental  Cooperation  Authority, 
Philadelphia  is  producing  five-year  financial  plans 
every  year  to  show  how  it's  bringing  the  budget 
into  balance  and  planning  to  keep  it  that  way. 

The  planning  has  paid  off.  Philadelphia's  credit 
rating  has  gone  up.  Revenue  anticipation  bonds 
totaling  $300  million  were  snapped  up  in  short 
order  during  spring  1993  by  "smart  money"  insti- 
tutional investors.  According  to  Mullin,  for  fiscal 
year  1993,  which  ended  June  30,  1993,  the  city 
closed  its  deficit  well  ahead  of  schedule. 

What  does  it  all  mean?  Philadelphia  has  met 
its  challenges  head  on  and  has  emerged  as  one 
of  the  strongest  urban  areas  in  the  country.  And 
now  Greater  Philadelphia  is  ready  to  display 
all  of  its  charms  through  the  Pennsylvania 


Pennsylvania  Convention  Center 


Convention  Center. 

The  $522  million  project  com- 
prises 1.3  million  square  feet  and 
includes  the  1,200-room  Phila- 
delphia Marriott,  scheduled  to 
open  Christmas  Eve,  1994.  There 
are  42  meeting  rooms,  445,000  square  feet  of 
exhibition  space  and  more  than  13,000  hotel 
rooms  within  a  20-mile  radius.  By  1994,  5,600  of 
these  will  be  within  walking  distance  of  the  con- 
vention center.  The  main  exhibition  hall  has  the 
capacity  to  accommodate  20,000  people. 

But  these  are  just  the  numbers.  Philadelphia'? 
imprint  is  indelibly  etched  in  the  historically  certi 
fied  Reading  Terminal  train  shed  that  is  linked  to 
the  main  exhibition  hall.  The  last  single-span 
train  shed  in  the  United  States,  this  structure  will 

house  a  55,000-squan 
foot  grand  hall  and  a 
32 ,000-square-foot 
ballroom.  "The  train 
shed  will  blow  peopli 
away,"  says  Muldoon. 

From  Reading 
Terminal,  convention- 
eers can  sample  all  ol 
Philadelphia's  immed: 
ate  and  regional 
charms  and  attraction 
The  first  stop,  just 
below  the  shed,  is  a 
100-year-old  farmer's 
market  featuring  inter 
national  cuisine  as  wel 
as  fresh  foods  and  produce  from  nearby 
Pennsylvania  Dutch  country.  Within  walking  dis 
tance  there  is  the  largest  urban  mall  in  the  coun- 
try, the  Liberty  Bell,  Independence  Hall,  the 
Pennsylvania  Academy  of  Fine  Arts,  the  Acadenr 
of  Music  and  the  Philadelphia  Orchestra,  Society 
Hill,  Elfreth's  Alley  (the  oldest  residential  street  ir 
America)  and  Penn's  Landing  where  it  all  began 
in  1682. 

y  taking  advantage  of  the  public  trans- 
portation that  links  the  terminal,  visitor 
are  minutes  away  from  the  cultural 
attractions  of  the  Benjamin  Franklin 
Parkway  that  include  the  Franklin  Institute,  the 
Academy  of  Natural  Sciences  and  the  Free 
Library.  They  are  also  minutes  away  from 
Fairmount  Park  (the  largest  inner-city  park  in  the 
world),  the  Philadelphia  Zoo  and  the  South 
Philadelphia  sports  complex  fielding  major-leagu 
football,  baseball,  basketball  and  ice  hockey 
teams. 

Culturally,  the  crown  jewel  in  this  collection  o 
attractions  is  the  renowned  Philadelphia  Museum 
of  Art,  which  stands  at  the  head  of  the  Benjamin 
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f  an  image  is  worth  a 
housand  words,  imagine  what 
imaging  is  worth  to  you. 


Your  strategic  picture.  Like  the 
ategic  pictures  of  businesses  and 
rernments  around  the  world,  it's 
at  Unisys  had  in  mind  when  we 
igned  our  Infolmage  family  of  imag- 
solutions. 

The  benefits  go  beyond  savings 
m  enhanced  productivity.  For 
)Image  solutions  not  only  enable  you 
capture  documents  electronically, 
ye  them  throughout  your  enterprise, 
I  gain  simultaneous  access  to  them, 
atever  your  business  and  whatever 
built  on-checks  or  claims,  corre- 
mdence  or  blueprints  or  signed 
horizations-lnfolmage  solutions 
o  help  you  create  marketable, 
enue-generating  new  services. 

As  a  leader  in  imaging  technol- 
,  we  know  that  advanced  solutions 
not  consist  of  technology  for  technol- 
ts  sake.  We  begin  with  a  careful 


2  Unisys  Corporation 

nage  is  a  trademark  of  Unisys  Corporation 


understanding  of  the  customer's  needs 
and  objectives.  And  our  Infolmage  Pro- 
fessional Services  recognize  that  an 
imaging  solution  isn't  a  solution  unless 

UNiSYS 

We  make  it  happen. 


it's  integrated  into  the  customer's  exist- 
ing systems. 

Whether  you're  in  finance,  gov- 
ernment, travel,  telecommunications  or 
any  other  service  industry,  call  us  at 
1-800-874-8647,  ext.  139.  Ask  how  our 
imaging  solutions  can  help  improve 
your  business  picture  today. 


Every  day, 

someone 

reminds  us 
what  kind 

of  business 
we're  in. 


Every  day,  the  small  cry  of  a  newborn  etches  that 
reminder  on  the  delivery  room  wall.  Every  day  phone 
calls  from  customers  living  through  every  problem 
imaginable  inscribe  it  on  our  minds:  It  is  our  business  to 
care.  Though  CIGNA  consists  of  many  separate,  highly 
focused  divisions,  each  with  its  own  distinct  area  of  specialization,  CIGNA 
is  also  50,000  people  with  the  very  same  job.  Caring  about  what  happens 
to  our  customers.  Fact  is,  there  are  230,000  companies,  10  million 
healthcare  members,  5  million  people  who've  entrusted  us  with  $32 
billion  worth  of  retirement  nest  eggs,  and  many  others,  who  are  counting 
on  us.  And  while  we're  not  perfect  yet,  our  commitment  to  caring,  and  to 
getting  a  little  better  at  it  each  day,  is  something  we're  going  to  try  to  prove 
every  chance  we  get.  By  sending  checks  to  storm  victims  as  quickly  as 
possible.  By  using  innovative  therapies  and  coverages  to  get  disabled 
workers  back  on  their  feet  sooner.  Or  just  by  remembering  that  on  the  other 
end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Because  when 
you're  in  the  business  of  caring,  you  can't  just  care  about 
the  big  things.  You've  got  to  care  about  the  little  ones,  too. 

Cigna 

A  Business  of  Caring. 
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Ufe  -  Accident  <  Disability       Investment  Services      Management      Life  ■  Accident  •  Health      Properly  ft  Casualty      Insurance       Property  It  Casualty      Life  &  Employee  Benefits 


Great  Names  in  Art 


The  Philadelphia  Museum  of 
Art  is  home  to  masterpieces 
by  some  of  the  most  cele- 
brated names  in  art.  These 
treasures  have  made  us  a 
favorite  destination  for  art 
lovers  everywhere,  drawing 
over  700,000  visitors  a  year. 
•  The  corporate  community 
plays  a  vital  role  in  allowing 
us  to  share  these  collections. 
We  extend  our  enthusiastic 
thanks  to  all  our  Corporate 
Partners  for  their  commit- 
ment and  leadership,  and 
invite  those  not  yet  on  our  list 
to  join  these  Great  Names  in 
Art.  •  For  further  informa- 
tion on  the  Corporate 
Partners  program,  please 
contact  Alexandra  Q. 
Aldridge,  Vice  President  for 
Development,  Philadelphia 
Museum  of  Art,  Box  7646, 
Philadelphia,  PA  19101-7646. 
Telephone  215-684-7751 


$25,000  AND  ABOVE:  ADVANTA  •  CIGNA  Foundation  •  CoreStates  Bank,  N.A.  •  SmithKline  Beecham 
Foundation  •  Sun  Company,  Inc. 

SI  5,000  TO  524,999:  ARA  Services  •  The  Vanguard  Croup  of  Investment  Companies 
$10,000  TO  $14,999:  Berwind  Group  •  'The  Lenfest  Group  •  PNC  Bank 

$7,500  TO  $9,999:  Bell  of  Pennsylvania  •  Blank,  Rome,  Comisky  8c  McCauley  •  Commerce  Bank,  N.A.  • 
I  It  Atochem  North  America  Foundation  •  Greenfield  8c  Rifkin  •  "The  Sidney  Kimmel  Foundation  •  KPMG  Peat 
Marwick  •  The  Scott  Paper  Company  Foundation  •  Strawbndge  8c  Clothier 

$5,000  TO  $7,499:  Arthur  Andersen  8c  Co.  •  Boeing  Helicopters  •  "Christie,  Manson  and  Woods 
International,  Inc.  •  Consolidated  Rail  Corporation  •  Delaware  Management  Company,  Inc.  •  Earle  Palmer 
Brown  8c  Spiro  •  Fannie  Mae  Foundation  •  First  Fidelity  Bank  •  FMC  Corporation  •  Four  Seasons  Hotel 
Philadelphia  •  Henkel  Corporation  •  Independence  Blue  Cross  •  "J.  P.  Morgan  Delaware  •  Kelsh  Wilson  Design 
Inc.  •  Kidder,  Peabody  8i.  Co.  Inc.  •  "Martin  Marietta  Corporation  •  Mellon  PSFS  •  "Midlantic  National  Bank 
and  Continental  Bank  •  Montgomery,  McCracken,  Walker  8c  Rhoads  •  Morgan,  Lewis  8c  Bockius  •  The  Penn 
Mutual  Life  Insurance  Company  •  Pennsylvania  Manufacturers  Corporation  •  Philip  Morris  Companies  Inc.  • 
The  Rittenhouse  Hotel  8c  Condominium  Residences  •  Rohm  and  Haas  Company  •  Smith-Edwards-Dunlap 
Company  •  Tasty  Baking  Company  •  Teleflex  Foundation  •  Wyeth-Ayerst  Laboratories 

$2,500  TO  $4,999:  Acorn  Development  Corporation  •  Alexander  8c  Alexander  Inc.  •  "Almo  Corporation 

•  American  Integrity  Corporation  •  AMETEK,  Inc.  •  "Amgen,  Inc.  •  ARCO  Chemical  Company  •  AT8cT  • 
Ballard,  Spahr,  Andrews  8c  Ingersoll  •  "Bear,  Stearns  8c  Co.  Inc.  •  Brandywine  Asset  Management,  Inc.  •  Bristol- 
Myers  Squibb  Company  Pharmaceutical  Group  •  ''Butcher  8c  Singer  •  The  Camera  Shop,  Inc.  •  CAWSL 
Corporation  •  CertainTeed  Corporation  Foundation  •  Chevron  U.S.A.,  Inc.  •  "Cohen,  Shapiro,  Polisher, 
Shiekman  and  Cohen  •  Comcast  Corporation  •  Coopers  8c  Lybrand  •  Cozen  and  O'Connor  •  Creative 
Dimensions  in  Management,  Inc.  •  Dechert  Price  8c  Rhoads  •  "A.  R.  DeMarco  Enterprises,  Inc.  •  Du  Pont  • 
Duane,  Morris  8c  Heckscher  •  Executive  Diversions,  Inc.  •  *  First  Corporate  Travel  •  Howard  Fischer  Associates, 
Inc.  •  The  Franklin  Mint  •  Geewax,  Terker  8c  Company  •  General  Accident  Insurance  •  General  Refractories 
Company  •  German,  Gallagher  8c  Murtagh  •  Goldman  Sachs  8c  Company  •  GrantThornton  •  "Homer 
Associates,  Incorporated  •  Hunt  Manufacturing  Co.  •  IBM  Delaware  Valley  •  Jefferson  Bank  •  Johnson  8c 
Higgins  of  Pennsylvania,  Inc.  •  Johnson  8c  Johnson  •  "Karr  Barth  Associates,  Inc.  •  KRAFT  General  Foods  • 
Legg  Mason  Wood  Walker,  Inc.  •  Lukens,  Inc.  •  Margolis  Wines  8c  Spirits,  Inc.  •  Marsh  8c  McLennan,  Inc.  • 
The  McLean  Contributionship  •  McNeil  Consumer  Products  Company  •  Merck  Human  Health  Division  • 
Meridian  Bank  •  "MetPath,  Inc.  •  NRG  America  Management  Corporation  •  "O'Brien  Environmental  Energy 

•  Obermayer,  Rebmann,  Maxwell  8c  Hippel  •  "PA.  Castle  Energy  Corporation  •  "Pantelidis  Realty  Partners  • 
Pepper,  Hamilton  8c  Scheetz  •  Peterson  Consulting  Limited  Partnership  •  Philadelphia  Electric  Company  •  The 
Philadelphia  Inquirer  8c  Daily  News  •  Posel  Enterprises  •  Provident  Mutual  Life  Insurance  Company  •  The 
Prudential  •  Quaker  Chemical  Corporation  Foundation  •  "Regal  Communications  Corporation  •  Reliance 
Insurance  Co.  •  "Rhone-Poulenc  Rorerlnc.  •  "The  Rittenhouse  Trust  Co.  •  "Romac  8c  Associates  •  "Rosenbluth 
International  •  SEI  Corporation  •  "Smith  Barney  Shearson  •  SMS  •  Snider  Foundation  •  Sterling  Winthrop  Inc. 

•  "Stolper  8c  Co.,  Inc.  •  SunGard  Data  Systems,  Inc.  •  Technitrol,  Inc.  •  "The  Tierney  Group  •  Tokai  Financial 
Services,  Inc.  •  Turner  Investment  Partners,  Inc.  •  "TVSM  Inc.  •  UGI  Corporation  •  "Unkefer  Brothers 
Construction  Co.  •  H.  O.  West  Foundation  •  "Wheat  First  Securities,  Inc.  •  Williard,  Inc. 


SPECIAL  EXHIBITIONS:  British  Airways  •  Continental  Airlines  •  The  First  Fidelity  Banks 
including  Fidelity  Bank  of  Philadelphia,  Merchants  Bank  of  Allentown,  and  First  Fidelity  Bank 
of  South  Jersey  •  Hahnemann  University  •  Northern  Telecom  •  Professional  Imaging,  Eastman 
Kodak  Company  •  U.S.  Healthcare  •  United  Technologies  Corporation  •  WCAU-TV  10  • 
(List  as  of  September  1,  1993) 


*New  Member 


CORPORATE 
PARTNERS 


SEVEN  WAYS  TO  FIGHT  BACK 
AGAINST  HIGHER  TAXES 


When  federal  taxes 
make  inroads  on  your 
income,  municipal  bonds 
can  be  your  first  line  of  defense. 

Vanguard  Municipal  Bond  Fund 
offers  you  a  choice  of  seven  profes- 
sionally managed  Portfolios  with 
income  100%  free  from  Federal 
income  tax.  Each  has  a  different 
maturity  level  to  match  your  invest- 
ment goals  and  help  you  achieve  the 
balance  between  yield  and  risk. 

Money  Market  Portfolio— average 
weighted  maturity  less  than  90  days. 

Short-Term  Portfolio— average 
weighted  maturity  less  than  2  years. 

Limited-Term  Portfolio— average 
weighted  maturity  2  to  5  years. 

Intermediate-Term  Portfolio— aver- 
age weighted  maturity  7  to  12  years, 

Long-Term  Portfolio— average 
weighted  maturity  15  to  25  years. 


Insured  Long-Term  Portfolio— aver- 
age weighted  maturity  15  to  25  years. 

High-Yield  Portfolio— average 
weighted  maturity  i5  to  25  years. 

Vanguard  Municipal  Bond  Fund  is  a 
pure  no  -load  fund.  Minimum  initial 
investment  is  $3,000  per  portfolio. 

Residents  of  CA,  NY,  N),  PA,  OH,  FL:  please  ask 
about  our  State  Tax-Free  Funds. 

Income  may  be  subject  to  state  and  local 
taxes.  A  portion  of  income  may  be  subject  to 
the  Federal  alternative  minimum  tax. 

Call  1-800-992-2566 

For  A  Tax-Free  Investing  Kit 
Which  Includes  Our  Brochure 
"How  To  Select 
A  Tax-Free  Bond  Fund" 

The  Kit  contains  a  prospectus  with  more 
complete  information  on  advisory  fees, 
distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
Vanguard  Marketing  Corp.,  Distributor 
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inklin  Parkway.  "The  muse- 
i  has  long  been  a  keystone  of 
:iladelphia  culture,"  says 
ibert  Montgomery  Scott,  presi- 
nt  and  chief  executive  officer 
the  museum. 

It's  easy  to  see  why.  With  more 
in  400,000  objects  of  art,  The 
iladelphia  Museum  of  Art 
uses  one  of  the  greatest  coi- 
tions in  the  world.  "Within 
ise  walls,"  says  Scott,  "you  can 
I  first-hand  mankind's  creative 
nius  throughout  the  ages."  At 
I  moment,  Scott  says  the 
iseum  is  busy  preparing  for 
\  unveiling  of  the  newly  rein- 
lled  medieval  and  renaissance 
lery,  to  be  followed  by  the 
■ing  1994  reopening  of  the 
h  century  gallery  featuring 
•rks  by  Cezanne,  Renoir  and 
met,  among  several  other 
ropean  painters  and  sculptors. 
"What  we  have  with  the  con- 
ltion  center,"  says  Mayor 
idell,  "is  that  hook  to  bring 
3ple  to  Philadelphia.  Then 
:e  they  are  here,  we  have  the 
:mier  attractions  that  will 
ng  them  back  as  overnight 
irists.  It's  key  to  building  our 
rism  industry." 

Deep  and  Diversified 
onomy 

I  HI  ■■hile  tourism  is  clearly 

IBM  a  growth  industry  in 
iW  the  Philadelphia 
■         region,  it's  only  one 
nd  in  a  rich  commercial  fabric, 
rording  to  Ted  Hershberg, 
•fessor  of  public  policy  and 
tory  at  the  University  of 
insylvania,  and  director  of 
I  Center  for  Greater 
ladelphia,  "If  you  were  in 
sv  England  in  the  '30s  you 
de  shoes  or  textiles  .... 
en  the  bottom  fell  out  of 
se  industries,  the  regional 
•norny  was  destroyed." 


CoreStates  Is  About  Teamwork,  Stamina  And 
Endurance.  And  Our  Bicycle  Races  Are  Tough,  Too. 


Every  spring,  the  finest  bicycle  racers  in  the 
world  gather  in  Philadelphia  to  compete  in  the 
CoreStates  US  PRO  Cycling  Championship.  It's 
considered  to  be  one  of  the  toughest  one-day  races 
in  all  of  cycling. 

The  outcome  is  determined  by  which  racer 
is  able  to  use  both  his  talents  and  the  skills  of 
his  teammates. 

CoreStates  is  not  only  proud  to  sponsor  this 
race,  but  is  appreciauve  of  the  lessons  it  teaches. 
For  in  banking,  as  in  cycling,  it  takes  the  combined 


efforts  of  everyone  to  make  a  winner.  And  it's  a 
lesson  CoreStates  takes  to  heart  every  single  day. 

We're  neighbors  helping  neighbors  make  the 
most  of  every  dollar  they  earn,  every  dollar  they 
save.  From  family  savings  to  investments  and 
trusts  to  everyday  business  banking  needs. 

So  if  you're  looking  for  a  company  where 
teamwork  is  the  number  one 
priority,  look  to  CoreStates. 
We've  got  the  track  record 
to  prove  it.  CoreStates 


You  Know  Us.  We  Know  You. 


Member  FDIC 
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But  you  won't  find  that  in  the 
Delaware  Valley,  he  says.  Manu- 
facturing, services,  health  care, 
transportation,  financial  services, 
insurance,  real  estate,  education 
and  government  are  all  well  rep- 
resented, and  no  single  sector 
represents  more  than  25%  of  the  work  force. 

This  diversity  has  spun  off  entire  new  indus- 
tries. For  instance,  the  medical  and  health  care 
industries  —  more  than  25%  of  the  nation's  phar 
maceutical  industry  is  contained  within 
Philadelphia's  eight-county  region  —  have 
spawned  a  vitally  important  biotechnology 
industry. 

According  to  Hubert  Schoemaker,  Ph.D., 
founder  of  Malvern-based  Centocor  Inc.  and  co- 
chairman  of  the  Technology  Council  of  Greater 
Philadelphia,  biotechnology  revenues  in  the 
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Greater  Philadelphia's  Largest 
Publicly  Held  Companies 
(Ranked  by  1992  Revenue) 

Company/Rank  1992  Revenue  (in  millions) 

1.  Cigna  Corp  $18,582.00 

2.  Bell  Atlantic  12,647.00 

3.  SunCo.Inc  10,445.00 

4.  Unisys  Corp  8,421.90 

5.  Campbell  Soup  Co  6,263.20 

6.  Alco  Standard  Corp  4,925.14 

7.  Scott  Paper  Co  4,886.20 

8.  Rhone-Poulenc  Rorer  Inc  4,095.90 

9.  Philadelphia  Electric  Co  3,962.47 

10.  Crown  Cork  &  Seal  Co.  Inc  3,780.70 

11.  Consolidated  Rail  Corp  3,345.00 

12.  Arco  Chemical  Co  3,098.00 

13.  Rohm  and  Haas  Co  3,063.00 

14.  U.S.  Healthcare  Inc  2,189.22 

15.  Intelligent  Electronics  Inc  2,016.69 

16.  CoreStates  Financial  Corp  1,631.23 

17.  Universal  Health  Services  Inc  1,211.60 

18.  Charming  Shoppes  Inc  1,187.86 

19.  Pep  Boys  —  Manny,  Moe  &  lack  1,155.59 

20.  QVC  Network  Inc  1,070.59 

21.  Burlington  Coat  Factory  Warehouse  Corp  1,014.57 

22.  Strawbridge  &  Clothier  968.86 

23.  Commodore  International  Ltd  91 1.00 

24.  Comcast  Corp  900.35 

25.  Lukenslnc  880.64 

Source:  Philadelphia  Business  Journal 


United  States  are  currently  about 
$4  billion.  "But  by  the  year  2000 
they  could  be  as  high  as  $75  bil- 
lion," he  says.  "With  the  infrastruc- 
ture that  is  in  place  here,  and  with 
the  products  already  in  the 
pipeline,  perhaps  20%,  or  as  much 
as  $15  billion,  could  be  run  through  companies 
that  are  based  here  in  the  Delaware  Valley." 

Economic  stability  combined  with  emerging 
opportunity  provides  an  irresistible  draw  for  busi- 
ness. As  Roland  K.  Bullard  II,  president  and  chief 
executive  officer  of  First  Fidelity  Bank,  N.A., 
Pennsylvania,  tells  the  story,  that  combination 
was  one  of  the  primary  reasons  Newark,  New 
Jersey-based  First  Fidelity  Bancorporation  joined 
with  the  venerable  Fidelity  Bank  in  1988. 

With  more  than  $32  billion  in  assets,  First 
Fidelity  is  a  super-regional  bank  and  among  the 
largest  25  bank  holding  companies 
in  the  U.S.  The  bank  has  grown 
through  acquisitions,  and  knows 
what  to  look  for  in  a  region. 

"You  don't  want  to  put  deposits 
to  work  in  an  economy  that  can  go 
into  a  tailspin  if  one  industry 
declines,"  says  Bullard.  "We  see 
a  diversified  economy  that  is  vital 
not  just  to  lending,  but  to  the  natural 
other  side  of  our  business,  deposit 
generation." 

This  diversification  provides  real 
benefits  for  larger  employers.  For 
example,  CIGNA  Corporation,  one 
of  the  largest  multi-line  insurance 
companies  in  the  United  States  with 
more  than  $69  billion  in  assets, 
requires  an  extremely  wide  range  of 
talent  and  skills  to  maintain  its  lead- 
ership position,  according  to  Susan 
Garrett,  vice  president  of  corporate 
staffing.  She  says,  "Within  the 
Delaware  Valley,  we  have  more  than 
7,500  people  doing  every  kind  of 
job  imaginable." 

There  are  plenty  of  accountants, 
attorneys  and  actuaries.  But  there 
are  also  systems  integrators,  graphic 
artists,  human  resource  profession- 
als, nurses  and  vocational  rehabilita- 
tion specialists.  Drawing  these 
employees  from  its  own  backyard  is 
a  real  plus  for  CIGNA.  "Recruiting 
can  be  a  very  significant  expense," 
says  Garrett,  "but  when  you  are  able 
to  draw  locally  as  we  are,  you  can 
have  a  meaningful  impact  on  the 
bottom  line." 


"Being  good  isn't  good  enough.  You've  got  to 
keep  working,  improving,  evolving.  That's 
what  it  takes  to  win'' 


Arnold  Palmer 
PNCBavk 
Customer 


licrosoft  is  a  registered  trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation. 
'INACLE  is  a  registered  trademark  of  the  PNC  Bank  Corp. 
fembei  FDIC 


At  PNC  Bank, 
we're  always 
working  to  improve 
our  performance. 

In  any  business  relationship  you 
have  to  understand  and  respond  to 
customer  expectations.  But  at  PNC  Bank, 
meeting  expectations  is  only  the 
beginning. 

Our  philosophy  is  one  of  continuous 
improvement,  faster  turn-around,  fewer 
errors,  better  products,  and  smarter  people. 
Every  time  we  meet  an  objective  we  set  a 
new,  more  difficult  hurdle. 

Last  year  our  treasury 
management  division  had  a  goal 
to  resolve  90%  of  all  service 
requests  within  12  hours.  This 
year  their  goal  is  95%.  And 
next  year  it  will  be  even  higher. 

Our  new  PINACLE®for  Windows,, 
software  gives  corporate  clients  faster 
access  to  our  on-line  treasury 
management  services.  So  it's  easier 
than  ever  to  make  timely  cash 
management  decisions.  And  next 
year  it  will  do  even  more. 
At  PNC  Bank  we're  committed  to 
continuous  improvement  because  the  most 
important  measure  of  our  performance  is 
how  we  perform  for  our  customers.  We 
would  be  happy  to  perform  for  you,  too. 
Call  us  at  1-800-762-4727  for  more 
information  about  PNC  Bank. 

PNC BANK 

Where  Performance  Counts 
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Transportation: 
The  Links  That  Bind 

Diversity  not  only  helps 
Delaware  Valley  busi- 
nesses compete 
abroad,  it  also  attracts 
exciting  new  companies  to  tin- 
region.  For  example,  the  U.S. 
headquarters  of  the  world's 
eighth-largest  software  company, 
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SAP  AG  of  Walldorf,  Germany,  is 
near  the  Philadelphia  Interna- 
tional Airport. 

"Our  penetration  in  the  Euro- 
pean market  was  quite  high," 
says  Klaus  Besier,  president  of 


When  It  Comes  To  Controlling 
The  Cost  Of  Government, 
"The  Honor  Roll  Continues 
To  Be  Led  By  Pennsylvania:' 

WALL   STREET  JOURNAL 


GET  USED  TO  HEARING  GOOD  THINGS  ABOUT  PENNSYLVANIA. 
PENNSYLVANIA  HAS  MAINTAINED  ITS  SOLID  CREDIT  RATING  ON  WALL 
STREET  BY  HOLDING  DOWN  THE  COST  OF  STATE  GOVERNMENT 

PENNSYLVANIA  HAS  THE  FEWEST  STATE  EMPLOYEES  PER  CAPITA  OF 

ANY  STATE. 

PENNSYLVANIA  RANKS  FIRST  IN  THE  NATION  WITH  AN  ANNUAL  ECONOMIC 
DEVELOPMENT  BUDGET  OF  MORE  THAN  $200  MILLION. 

"That  Helped  deliver  a  Budget  Surplus." 

BOB  CASEY 

AND  BECAUSE  OF  ITS  STRONG  FINANCIAL  PICTURE,  PENNSYLVANIA  HAS  BEEN 
ABLE  TO  INTRODUCE  TECHNOLOGY  PROGRAMS  THAT  HAVE  HELPED  TO  GROW 
HIGH  TECH  FIRMS  TWICE  AS  FAST  AS  THE  NATIONAL  AVERAGE 

SINCE  1987.  THE  GOVERNOR'S  RESPONSE  TEAM  HAS  PROVIDED  $1.1  BILLION 
TO  ASSIST  BUSINESSES,  HELPING  TO  CREATE  OR  RETAIN  250.000  JOBS. 

TO  HEAR  MORE  GOOD  THINGS  ABOUT  PENNSYLVANIA.  CALL  THE  GOVERNOR'S 
RESPONSE  TEAM  800-554-PENN. 


PENNSYLVANIA 

Nobody  Works  Harder 

Robert  P.  Casey.  Governor 
Commonwealth  of  Pennsylvania 


SAP  America  Inc.  "To  continue 
this  growth,  we  had  to  go  ovei 
seas."  But  the  question  was, 
w  here  should  the  company  Ian 
to  tap  the  U.S.  market? 

SAP  produces  and  markets 
enterprise-wide  business  applk 
tion  software  for  accounting, 
manufacturing  and  logistics,  sa 
and  distribution,  human 
resources  management  and  off 
communications.  Traditionally 
the  company  has  been  a  playe 
in  the  mainframe  market.  Last 
year,  however,  SAP  introduced 
R/3  System  for  the  client-servei 
environment,  and  now  has  mo 
than  700  sites  worldwide. 

Besier  says  the  Philadelphia 
area  was  a  natural  choice: 
"We're  customer  driven.  So  na 
rally,  we  wanted  to  be  close  to 
what  was  at  the  time  our  majoi 
client  here,  and  Philadelphia 
offered  that  access." 

The  region's  interstate  high- 
ways assured  SAP  that  it  could 
be  on  the  client's  premises  in 
minutes.  However,  the  airport 
next  door  proved  an  irresistible 
advantage  that  has  paid  big  di\ 
dends  for  the  company.  Since 
landing  here  in  1988,  SAP's 
Delaware  Valley  staff  has  grow 
to  more  than  200  employees, 
with  additional  employees  at  it 
regional  offices  in  Illinois, 
Georgia  and  California.  More 
important,  from  its  base  in 
Philadelphia  SAP  has  added  to 
burgeoning  client  list  Hercules 
Chemical,  BMW  of  North 
America,  Du  Pont,  Schering- 
Plough  and  scores  of  others. 

Another  big  advantage  for 
firms  like  SAP  is  international 
access.  American  Airlines,  for 
example,  w  ill  commence  its 
much-heralded  direct  flights  to 
London  in  April  of  1994,  accon 
ing  to  Joe  Doyle,  district  sales 
manager  for  American  at  the 
Philadelphia  airport.  "The  ope 
ing  of  the  new  international  tei 
minal  linked  by  rail  to  the  dow 
town  district,"  says  Doyle, 
"means  that  business  people  ai 
just  22  minutes  away  from  a 
flight  to  London."  According  t< 


Philadelphia/Southern  New  Jersey 


If  you  have  products  to  move,  the  Ports 
of  Philadelphia  and  Southern  New  Jersey  are 
your  key  to  timely  and  cost  efficient  transport 
Whether  you're  importing  perishables  or 
exporting  manufactured  goods,  the  Delaware 
River  port  terminals  will  move  your  cargo  to 
or  from  North  America  and  the 
world.  Our  vast  shipping,  trucking, 
rail  and  air  networks  have  been 


instrumental  in  attracting  commerce  and 
building  a  strong  business  environment  in  the 
region. 

For  information  on  how  we  can  help  you 
achieve  your  goals,  contact  us  at  the  Delaware 
River  Port  Authority:  1-800-284-2924.  After  all, 
time  is  money.  So  look  to  Philadelphia 
&  Southern  New  Jersey  to  save  you 
both.  It  makes  good  business  sense. 


DELAWARE  RIVER  PORT  AUTHORITY 
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By  Holly  F.  Gershanov 

p  here,  on  the  18th  floor,  70  peo- 
ple are  smokin'.  In  a  flurry  of 
activity,  in  a  blaze  of  fire,  these  70 
individuals  are  creating  pro- 
grams, negotiating  with  lawmakers  and 
exceeding  the  expectations  of  their  con- 
stituents —  all  6,000  members  of  the 
Greater  Philadelphia  Chamber  of 
Commerce. 

Up  here  on  the  18th  floor,  in  a  building 
that  bears  the  moniker  of  one  of  the  most 
dynamic  Chambers  in  the  country,  in  an 
office  that  overlooks  Pennsylvania's  impres- 
sive new  Convention  Center,  70  people  and 
countless  volunteers  create  160  programs 
each  year.  These  range  from  seminars  with 
folks  like  Tom  Peters,  Dr.  W.  Edwards 
Deming,  Dr.  J.M.  Juran  and  Malcolm  S. 
Forbes  Jr.,  to  educational  programs  that 
teach  business  people  systems  for  survival. 

The  Chamber  is  aggressive  and  tireless. 
Experts  battle  on  behalf  of  businesses  large 
and  small  in  City  Hall,  the  county  court- 
houses, even  the  state  and  federal  capitals. 

Throughout  the  1 1 -county  Delaware 
Valley  region,  this  Chamber  is  the  voice  for 
business.  It  is  a  model  organization  that  has 
re-engineered  the  word  marketing.  Look  no 
further  than  the  18th  floor  and  discover  a 
place  where  buyers  and  sellers  connect.  It's 
that  simple. 

Stop  up  here,  on  the  18th  floor.  (We're 
not  talking  about  smoke  and  mirrors.)  The 
Greater  Philadelphia  Chamber  of  Commerce 
adds  value  to  business... your  business. 

Your  bottom  line  is  our  top  priority. 

Greater  Philadelphia  Chamber  of  Commerce 
1234  Market  Street,  Suite  1800 
Philadelphia,  PA  19107 
215-545  1234 

Call  for  membership  information  today. 
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Doyle,  from  London's 
Heathrow  airport,  American 
offers  access  to  other  continen- 
tal destinations  such  as 
Amsterdam  and  Brussels.  Like 
Boston,  New  York  and  Miami, 
says  Doyle,  "Philadelphia  is 
now  a  gateway  city." 

But  while  Philadelphians  are 


Antique  Row,  one  of  Philadelphia's 
many  charming  neighborhoods 

hopping  jets  to  Europe,  mer- 
chants from  around  the  world 
are  making  Philadelphia's 
ample  port  facilities  their  desti- 
nation. By  taking  advantage  of 
the  port's  intermodal  facilities 
and  central  position  on  the 
eastern  seaboard,  they  gain 
easy  access  to  consumer  and 
industrial  markets  deep  inside 
America's  heartland. 

"Shipping  as  we  once  knew 
it  is  changing  and  changing 
fast.  To  thrive,  you  must  be 
nimble,"  says  Father  Nicholas 
S.  Rashford,  S.J.,  chairman  of 
the  Delaware  River  Port 
Authority.  "Even  though  many 
American  companies  are  still 
shipping  in  bulk,  we've  put  in 
several  container  terminals 
because  that's  where  the  future 
is."  Giant  cartels  dominate 
ocean  freight  and,  says 
Rashford,  "To  earn  their  busi- 
ness, you  can't  just  be  a  recep- 
tacle, you  have  to  be  on  the 
spot.  You  have  to  understand 
what's  happening  in  their  mar- 
kets. That's  why  we  have 


opened  offices  in  Europe, 
Korea,  Hong  Kong,  Chile, 
Brazil  and  Australia  to  give 
shippers  in  those  parts  of  the 
world  support  in  this  part  of 
the  world." 

What  exactly  do  shipping 
firms  discover  as  their  cargo- 
laden  ships  navigate  the 
Delaware  River  between  New 
Jersey  and  Pennsylvania?  "Or 
seamless,  competitive  environ 
ment,"  says  Rashford.  Instead 
of  playing  the  zero-sum  game 
of  stealing  each  other's  marke 
share,  New  Jersey  and 
Pennsylvania  have  pooh 
their  resources.  Besides 
competitive  rates  and  a 
wide  range  of  shipping 
services,  businesses  in  tl 
Delaware  River  area  find 
willing  partner  for  eco- 
nomic development  pro- 
jects. 

According  to  Rash- 
ford, "The  Delaware  Riv 
Port  Authority  through  bi-stat 
agencies  has  a  considerable 
amount  of  economic  develop 
ment  funding  on  the  table  jus 
waiting  for  private  enterprise 
projects  related  to  port  faciliti 
as  well  as  manufacturing  and 
assembly  facilities." 

Education: 

It's  in  the  Numbers 

Father  Rashford  plays 
two  vital  roles  in 
Philadelphia.  In  add 
tion  to  his  work  with 
the  port  authority,  he  is  also 
president  of  St.  Joseph's 
University,  one  of  the  region': 
many  fine  universities. 

For  him,  education  ranks 
high  on  the  area's  list  of  attrit 
utes.  "We  have  77  institution: 
of  higher  learning.  There  are 
six  medical  schools,  two  dent 
schools  and  a  total  of  26 
schools  with  some  health-can 
alliance.  We  have  six  law 
schools.  We  have  engineerin 
schools,  co-op  schools,  publi< 
and  private  schools.  And  we 


Photo  Above:  R.C.  Staab/Philadelphia  Convention  &  Visitors  Bureau 


Solutions  that  work  in  harmony. 

Integrating  your  information  systems-and  increasing  productivity— isn't  as  easy  as 
it  sounds.  Especially  when  individual  departments  use  their  own  individual  solu- 
tions. That's  why  it's  time  you  heard  about  SAP's  fully  integrated  software  solutions. 

Designed  for  both  client/server  and  mainframe  environments,  SAP's 
R/3  and  R/2  Systems  bring  all  your  key  players  together-finance,  manufacturing, 
sales,  even  human  resources.  So  when  business-critical  information  in  one 
department  or  location  changes,  other  departments  can  be  updated  automatically. 
Without  skipping  a  beat.  That  means  synchronizing  critical  manufacturing  changes 
with  your  cost  control  staff.  Keeping  customers  attuned  to  exact  delivery  dates. 
And  making  sure  the  information  to  make  all  decisions  quickly  and  intelligently  is 
right  at  hand. 

Want  to  find  out  more?  Call  1-800-USA-1SAP 
You'll  hear  how  integrated  solutions  from  SAP  can  help 
improve  productivity  throughout  your  organization.  And 
that's  music  to  anyone's  ears.  Integrated  software.  Worldwide* 
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have  them  in  every  kind  of 
denomination  you  can  imagine. 
That's  more  than  most  regions  can 
boast,  and  then  some." 

For  the  region's  employers, 
these  skilled  graduates  represent  a 
vital  resource.  This  is  particularly 
true  in  the  western  suburbs,  home  to 
many  emerging  high  technology 
companies,  as  well  as  established 
giants,  whose  size  and  growth 
mean  there  are  always  techni- 
cal, engineering  and  white  col- 
lar jobs  for  which  skilled  grad- 
uates are  needed. 

The  Vanguard  Group  of 
Investment  Companies,  a  large 
mutual  fund  company,  sits  15 
miles  from  Center  City  in  Valley 
Forge.  By  offering  no-load  mutua 
funds  with  a  commitment  to  quality, 
service  and  low  costs,  Vanguard  has 
achieved  growth  in  excess  of 
20%  per  year,  according  to 
James  Kisela,  vice  president 
of  human  resources.  With 
$120  billion  under  management  in  76  funds, 
Vanguard  needs  people  and  plenty  of  them  to  fill 
a  range  of  positions. 

"We  have  25,000  phone  calls  coming  in  here  a 
day,"  says  Kisela.  "To  handle  that  kind  of  volume, 
we  have  more  than  1,000  telephone  representa- 
tives. They  need  to  be  bright,  energetic  and  com- 
fortable on  the  telephone.  Most  of  them  need  a 
college  degree.  We're  lucky  because  there  are 
plenty  of  bright  young  people  that  fit  our  profile 
coming  out  of  nearby  colleges." 

For  firms  like  Unisys,  the  giant  computer  com- 
pany located  in  Blue  Bell,  Pa.,  it  wasn't  simply 
college  graduates  that  made  the  difference,  but 
rather  a  resilient  and  talented  work  force  overall. 
On  the  heels  of  a  difficult  marriage  between 
Sperry  Corp.  and  Burroughs  Corp.,  Unisys  faced 
wrenching  upheaval  in  its  core  business,  main- 
frame computers.  According  to  Tom  McKinnon, 
vice  president  of  human  resources  for  Unisys, 
"Access  to  a  pool  of  skilled  managers  and  techni- 
cians was  a  vital  ingredient  in  the  company's  ability  to 
manage  change  and  turn  the  comer  to  profitability." 

Now,  while  other  household  names  in  the 
computer  business  are  struggling  for  survival, 
Unisys  is  hitting  its  stride.  Operating  income  for 
1992  was  more  than  $721  million,  a  dramatic 
improvement  from  the  previous  year's  loss  of 
$579  million. 

A  Special  Quality  of  Life 

Not  all  is  work  in  the  Delaware  Valley.  In  addi- 
tion to  great  transportation,  a  highly  skilled  labor 
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Independence  Hall,  a  symbol  of  American  free- 
dom and  the  entrepreneurial  spirit  that  charac- 
terizes today's  Philadelphia 


force  and  a  diversified  economy, 
the  region  offers  businesses  and  the 
people  who  run  them  plenty  to  do 
in  their  off-hours. 

"We  are  not  a  colonial  theme 
park,"  says  Mayor  Rendell.  "We  are 
the  real  thing.  We  have  more  histo- 
ry in  a  square  block  than  almost  any 
city  in  the  country.  It's  not  a  theme 
with  Philadelphia.  It's  authentic 
heritage,  an  entire  country's 
birthright." 

But  Philadelphia  isn't  about 
to  rest  on  past  glory.  The  city 
offers  many  new  and  exciting 
world-class  events.  The 
CoreStates  US  PRO  Cycling 
Championship  bike  race  is  a  case 
in  point. 
According  to  Frank  Reed,  presi- 
dent and  chief  executive  officer  of 
CoreStates  Philadelphia  National  Bank, 
"The  race  was  started  to  pro- 
mote the  bank's  new  corpo- 
rate identity  in  the  region." 
The  people  of  Philadelphia 
embraced  the  race  and  transformed  it  into  the 
nation's  premier  professional  cycling  event,  on 
par  with  major  European  races. 

Last  year  alone,  more  than  700,000  spectators 
turned  out  to  watch  American  Lance  Armstrong 
win  a  $1  million  prize  for  sweeping  pro  bicy- 
cling's triple  crown,  of  which  CoreStates  is  the 
final  race. 

To  the  people  of  Philadelphia  and  the  commu- 
nity of  Manayunk,  through  which  the  race  runs, 
CoreStates  represents  all  that's  right  with  Phila- 
delphia. "The  race  has  rejuvenated  Manayunk," 
says  Reed.  "This  was  an  area  waiting  for  some- 
thing to  define  it.  Residents  plan  their  summer 
around  the  CoreStates  race.  Its  success  is  directly 
attributable  to  the  spirit,  energy  and  enthusiasm 
of  this  area's  people." 

The  Last  Word  on  Philadelphia 

"I  get  so  excited  about  our  city  and  all  that  we 
have  to  offer,"  says  Mayor  Rendell,  "that  some- 
times I  say  too  muck  But  the  message  is  simple. 
Whether  you're  a  tourist  or  a  business  person, 
come  to  Philadelphia.  Find  out  what  we  have  to 
offer.  Not  only  will  you  be  surprised,  but  we're 
quite  certain  that  you  will  be  back  again. 


David  Evanson  is  a  business  writer  and  consultant  based 
outside  Philadelphia  in  Swarthmore,  Pa.  Gregory  Matusky 
is  a  writer  who  works  from  Ardsmore,  Pa.  They  are  co- 
authors of  50  Things  You  Can  Do  To  Save  American  Jobs. 


Announcing  Daily  Nonstop  Service  From 
Philadelphia  To  London  Heathrow,  BeginningApril  10. 

American  Airlines  is  proud  to  offer  more  nonstops 
to  London,  from  all  across  America,  than  any  other 
U.S.  airline.  And  heginning  April  10,  we'll  offer  daily 
nonstop  service  to  London's  Heathrow  Airport 
from  Philadelphia.* 

Award-Winning  International  Flagship  Service? 

And  only  American  Airlines  features  our  award- 
winning  International  Flagship  Service,  with  critically 
acclaimed  fcxxl  and  wine.  As  always,  First  and  Business 
Class  passengers  enjoy  roomy  leather  and  sheepskin  seat- 
ing, along  with  exclusive  priority  baggage  handling.  Plus, 
we  have  individual  video  units  for  every  First  Class  seat. 


International  Flagship  Service  and  AAdvantage  are  registered  trademarks  of  Amcnnin  Airlines,  Inc.  Amencan  Airlines  reserves  the  right  to  change  AAdvantage  program 
rules,  regulations,  travel  awards  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  pn  ignun  with  six  months  notice. 
•Nonstop  service  from  Philadelphia  to  London  subject  to  g(  >vcrnment  approval. 


A^Advantage*  Travel  Awards  Program. 

If  you're  a  member  of  the  AAdvantage  travel 
awards  program,  you'll  earn  mileage  credits  you  can 
use  for  free  upgrades  and  trips  to  destinations  around 
the  world.  And  you'll  earn  them  every  time  you  fly 
with  us. 

So  call  your  Travel  Agent  or  American  Airlines  at 
1-800-624-6262,  and  come  discover  why  American 
is  the  greatest  to  Britain. 

AmericanAirlines 

Something  special  in  the  air" 
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Would  anyone  really  believe  in  a  "virtuous"  cigarette? 
Apparently,  lots  of  people. 

Smoke  and 
mirrors 


By  Kate  Bohner 


The  12  store  Wild  Oats 
Community  Markets  retail  chain 
carries  the  expected  assortment  of 
goodies:  incense,  metaphysical  and 
health  books,  torn  and  granola.  Every- 
thing any  New  Age  man  or  woman 
needs  on  the  long  trek  toward  nirv  ana. 

Including  Natural  American  Spirit 
cigarettes.  Wait  a  minute.  New  Age 
coffin  nails?  Believe  it.  Marketed  by 
the  Santa  Fe  Natural  Tobacco  Co., 
Inc.,  Natural  American  Spirit  uses  the 
trendy  allure  of  organic  ingredients 
and  no  chemical  additives  with  a 
chutzpah  that  would  make  Barnum 
blanch . 

"These  are  pure,  unadulterated 
leav  es,  grow  n  in  the  good  earth,  em- 
blematic of  rites  as  old  as  the  Indians 
themselves,"  coos  Santa  Fe  President 
and  Chief  Executive  Robin  Sommers 
without  even  the  hint  of  a  smirk. 

He's  probably  smirking  as  he  heads 
to  his  bank,  though  Sommers  claims 
that  his  privately  held  Santa  Fe  Natu- 
ral Tobacco  Co.  sells  between  $5 


i  million  and  $10  million 

worth  of  salutary  smokes  a  year, 
and  that  business  has  doubled  in  each 
of  the  past  three  years.  "I  couldn't 
keep  them  in  stock,"  says  Dimid 
Hayes,  who  sold  them  through  an 
herbal  products  store  he  used  to  run 
in  Santa  Fe. 

Profitable?  Well,  consider  this: 
Natural  American  Spirits  sell  for  al- 
most $2.70  a  pack,  compared  with  an 
average  of  $2.40  for  most  premium 
cigarette  brands,  already  hugely  prof- 
itable themselves  in  spite  of  being 
heavily  taxed. 

They  come  in  three  versions — fil- 
tered, unfiltered  and  the  ceremonial 
"Pow  Wow  Blend"  of  tobacco  and 
herbs  like  red  willow  bark,  bear  ber- 
ries, sage  and  Yerba  Buena.  Unlike 
standard  cigarettes,  Natural  Ameri- 
can Spirits  contain  no  moisteners  or 
burning  agents.  And  certainly  no  pre- 
servatives. "They're  the  only  tobacco 
cigarettes  I'll  carry,"  gushes  Joanne 
McLoud,  general  merchandise  man- 


ager at  the  Wild  Oats  chain.  "F 
devoted  to  them." 

Who  buys  this  stuff?  "Most  like 
people  who  are  spiritually  cnligh 
ened  or  metaphysically  oriented,"  e 
plains  Sommers. 

Or  maybe  just  stupid.  While  cheir 
cal  additives  may  cause  marginal  adc 
tional  damage,  the  real  health  culprits 
cigarette  smoke  come  naturally  fro 
the  organic  properties  of  tobacco. 

It  blows  the  mind  to  think  th 
some  people  will  wreck  their  lun 
with  $2.70-a-pack  stuff  when  tin 
could  do  just  as  much  damage  fi 
$2.40  a  pack. 

"What's  addictive  in  cigarettes 
the  nicotine,"  says  John  Can 
son  of  the  American  Lung  A 
sociation.  "Some  additives  ar 
pesticides  increase  the  risks 
smoking,  but  they  are  so  miri 
compared  to  the  risks  oftobaej 
itself,"  adds  John  Banzhaf,  e 
ecutive  director  of  Action  c 
Smoking  &  Health.  "Tl 
only  healthy  cigarette  is  oi 
that  isn't  lit." 

Yet  ads  with  Natur 
American's  slogan,  " 
cigarette  for  the  '90s 
appear  in  magazines  lil 
Tobacconist,  Mother  Ear 
News  and  the  Utne  Readt 
Suggested  usage,  according  to  Son 
mers:  "Sit  back  at  the  end  of  the  d; 
with  a  cup  of  cappuccino  and  smol 
a  Natural  American  Spirit  durir 
introspection." 

Sommers  conceptualized  the  id* 
for  Natural  American  back  in  198 
when  he  was  working  as  a  magazii 
circulation  consultant  in  New  Yor 
In  1986  he  invested  $16,000  in  tl 
marketing  campaign  of  Natur 
American  Spirit  to  take  over  oper 
tions  at  Santa  Fe  Tobacco,  selling  tl 
tobacco  through  mail-order  ads. 

Sommers  built  up  a  retail  netwoi 
by  asking  his  mail-order  customers  l 
suggest  appropriately  metaphysic 
retailers  where  they  would  like  to  s< 
his  brand.  Today  Natural  America 
Spirits  are  sold  through  some  2,0C 
specialty  stores  nationwide. 

Sommers  is  currently  negotiatir 
with  the  Huichol  tribe  of  Mexico  I 
market  pouch  tobacco  cultivate 
from  their  local  crops. 

There's  no  fool  like  a  New  Aj 
fool.  ■ 
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RICOH  SHATTERS  THE  HARRIER 


BETWEEN  PERFORMANCE  AND  ECONOMY 


RICOH  FT8780 

Touchscreen  , 
Copying  System  V  \ 


Ricoh  rewrites  the  rules  for  touch 
screen  technology.  Introducing  two  high 
volume  copying  systems.  The  FT8880  and 
the  FT8780.  Each  uniquely  versatile.  Both 
surprisingly  affordable. 

Ricoh's  high  volume,  touch  screen  copiers 
are  so  easy  to  use  that  they  make  your  entire  com- 
pany more  productive.  And  quick.  80  copies  per 
minute.  A  remarkable  5,050  sheet  capacity  lets  you 
run  far  bigger  jobs  and  just  walk  away.  Three  paper 
sources  make  it  simple  to  make  transparencies, 


RICOH  FT 8880 
Touch  Screen 
Copying  System 


w  insert  slip  sheets  and  covers.  And 
if  finish  the  job  with  your  choice  of 
three  stapling  options.  All  programmed 
instantly  at  the  touch  of  a  screen. 
But  the  real  breakthrough  of  the  Ricoh  touch 
screen  copiers  is  their  price.  Ricoh  offers  both 
the  FT8880  and  the  FT8780  for  far  less  than  you 
probably  paid  for  the  old  high  volume  machine  you're 
using  now. 

So  call  us  for  a  demonstration  at  1-800-63-RICOH 
ext.  1412.  The  Ricoh  touch  screen.  Look  into  it. 


THE  NAME  TO  KNOW 


KICOH 

1-800-63-RICOH 


® 


92  Ricoh  Corporation. 


Movies  with  Asian  themes  are  hot  these  days: 
sign  of  the  times? 

The  East  is 
Technicolor 


By  Damon  Darlin 

This  was  supposed  to  be  Holly- 
wood's Year  of  the  Woman.  It  turned 
out  to  be  the  Year  of  the  Asian. 

Stroll  through  any  big  city  multi- 
plex. The  roster  of  current  films  about 
Asians  or  Asian -Americans  includes 
The  Joy  Luck  Club  from  Walt  Disney 
Co.'s  Hollywood  Pictures;  M.  Butter- 
fly, distributed  by  Warner  Bros.;  The 
Wedding  Banquet,  out  of  Taiwan;  and 
Hong  Kong's  Farewell  My  Concu- 
bine, which  shared  the  top  prize  at  last 
spring's  Cannes  film  festival.  Earlier 
this  year  we  got  Dragon:  The  Bruce 
Lee  Story  and  China's  Story  of  Qiu  Jn. 

There's  more  to  come.  Due  out 
soon  are  Golden  Gate,  about  Chinese- 
Americans  in  the  1950s;  Oliver 
Stone's  Heaven  and  Earth,  about  the 
travails  of  a  Vietnamese  woman;  and 
Temptation  of  a  Monk,  set  in  Tang 
dynasty  China. 

The  films  range  from  the  sophisti- 
cated to  the  schlocky,  but  they  all 
differ  markedly  from  earlier  films  like 
The  World  ofSuzie  Wong,  which  often 
treated  their  Asian  subjects  as  quaint. 

That's  partly  due  to  a  growing  re- 
spect for  America's  Asian  population, 
whose  energy  and  diligence  have 
made  them  among  the  most  success- 
ful immigrant  groups.  "More  people 
want  to  discover  the  Asian-American 
experience  through  movies,"  says 
Richard  Bornstein,  vice  president  for 
worldwide  marketing  at  Samuel 
Goldwyn  Co.,  U.S.  distributor  of  die 
successful  Wedding  Banquet. 

But  Hollywood  is  about  money, 
not  about  culture,  and  its  new  recep- 
tivity to  Asian  films  is  a  lot  more  basic: 
The  films  make  money.  Amy  Tan's 
bestselling  novel,  The  Joy  Luck  Club, 
was  rejected  by  almost  every  major 
studio,  until  Disney  saw  the  broader 


M.  Butterfly  (top)  and  The  Joy  Luck  Club 
Universal  themes  sell  tickets. 


sentimental  appeal  of  Tan's  moving 
tales  of  Chinese-American  mother- 
daughter  relationships.  Disney  intro- 
duced the  movie  in  only  a  handful  of 
theaters  in  September,  building  on 
good  word-of- mouth  advertising  to 
reach  the  current  525  screens.  Tlie  Joy 
Luck  Club  has  grossed  about  S20 
million  so  far.  With  box-office  re- 
ceipts of  $8,625  a  screen,  that  makes 
it  the  best-performing  picture  cur- 
rently in  wide  release.  On  a  per-screen 
basis,  it's  outperforming  the  new 


shoot-'em-up  vehicle  for  Sylves 
Stallone,  Demolition  Man. 

Behind  Joy  Luck's  success  lay  D 
ney's  marketing  strategy  to  cmpl 
size  its  universal  themes.  It  \vork< 
The  first  audiences  were  one-th 
Asian,  but  are  now  overw  helminj 
Caucasian. 

There  is  enough  demand  beyo 
the  coasts  for  Asian -theme  mov 
that  producer  Tom  Gray,  the  arc 
tect  of  the  three  Teenage  Mute 
Ninja  Turtle  movies,  just  started  R 
Film  Distribution  Inc.  to  market  C 
nese,  Korean  and  Japanese  films  in  t 
U.S.  "We  don't  see  this  as  a  sho 
term  trend,"  says  Gray. 

Gray's  marketing  strategy  focui 
initially  on  the  7.3  million  America 
of  Asian  descent  as  his  core  mark 
They  may  compose  only  2.9%  of  t 
total  population  nationally  but 
much  higher  proportion  in  cities 
both  coasts.  Then  Gray  works  oi 
ward  to  attract  non-Asian  audienc 

In  major  chain  theaters  in,  for  c 
ample,  Piano,  Tex.  or  St.  Louis,  he  1 
found  those  audiences.  Often,  they 
attracted  to  the  stylized  violence 
action  films  like  Hong  Kong  direct 
John  Woo's  Hard  Boiled  and  Peki 
Opera  Blues  by  Tsui  Hark,  anotl 
hot  Hong  Kong  director  known 
the  "Chinese  Martin  Scorsese." 

The  cult  followings  these  films 
tracted  helped  convince  Universal 
bankroll  Woo's  first  American  fil 
Hard  Target,  which  opened  last  sui 
mer  and  has  grossed  $31  millic 
Woo  was  as  much  a  marketing  lure 
the  film's  muscle-bound  Caucasi 
star,  Jean-Claude  Van  Damme. 

That's  not  to  say  that  Asian  mov 
are  necessarily  ready  to  play  in  Peor 
"There  is  a  geographic  point  in  tl 
country  where  they  are  just  not  goi 
to  find  it  their  cup  of  tea,"  says  D 
ney's  Robert  Levin,  president 
worldwide  marketing  for  Disne; 
Buena  Vista  Pictures  Distribute 
Inc.  But  in  these  days  of  $7.50  ticke 
movies  no  longer  need  a  mass  aui 
ence  to  make  money. 

So  expect  more  Asian  theme  mc 
ies.  Disney,  for  example,  is  talkii 
with  author  Amy  Tan  about  prodi; 
ing  her  bestselling  second  book,  7 
Kitchen  God's  Wife,  a  woeful  tale  o 
Chinese-American's  modier  in  wi 
torn  China.  Says  Levin:  "It  is  a  maj 
window  opening." 


318 


Forbes  ■  November  8,  19 


WHEN  IT  COMES  TO  MANAGING  AIR  TRAVEL  EXPENSES, 
ONLY  THE  AIR  TRAVEL  CARD  OFFERS  A  NO-COST  APPROACH. 


For  many  businesses  today,  the  cost  of  managing 
ir  travel  expenses  is  often  left  up  in  the  air.  We'd  like  to 
uggest  a  more  down-to-earth  approach. 

The  Air  Travel  Card  Payment  System. 

It  has  no  annual  fees,  no  interest 
barges  and  no  per- card  charges.  Which  means 
11  you  pay  for  is  air  travel.  And,  because  it's  the 
irlines'  payment  system,  it's  instantly  recognized 
y  over  200  airlines  worldwide. 

Plus  it  provides  your  company  with  a  variety 
f  billing  formats,  management  reports  —  even 


customized  billing.  As  well  as  automatic 
insurance  every  time  you  use  it. 
|,  For  more  information  on  how  to  change 
Hi,  the  pattern  of  your  air 
travel  costs,  call  800- 
222-4688  (in  the  District 
of  Columbia,  call  626-4225). 


AIRTRAVEL 
CARD 


THE  SMARTEST  ROUTE 

Call  Air  Travel  Card  at  800-222-4688  -  in  D.C.  call  202-626-4225 
-  or  see  your  travel  agent  or  airline  representative. 


COMPUTERS/COMMUNICATIONS 


CD-ROM  drives:  can't  live  with  them,  can't  live  without  them. 
Especially  if  you  have  kids  and  a  home  computer. 

The  CD-ROM 
survival  guide 

By  David  C.  Churbuck 


If  your  HOME  just  can't  live  without 
the  latest  craze  in  personal  comput- 
ing, the  multimedia  CD  ROM  (com- 
pact disk,  read-only  memory),  then 
brace  yourself  for  some  serious  study. 
The  business  of  selecting  a  CD-ROM 
drive  and  a  computer  to  go  with  it  is  a 
lot  harder  than,  say,  shopping  tor  a 
car.  Not  only  do  you  have  to  pick  a 
brand  you  want  at  a  price  you  can 
afford,  but  you  also  have  to  think 
about  format  compatibilities.  A  Phil 
ips  CD-I  player  probably  can't  play  a 
disk  designed  for  your  Commodore 
CD-TV  drive;  and  most  CD-ROMS  in- 
tended for  the  PC  can't  be  read  by 
Apple  computers.  It's  as  if  choosing  a 
Lincoln  rather  than  a  Lexus  meant 
that  you  could  gas  up  only  at  a  certain 
few  gas  stations. 

Why  go  through  the  torture?  Be- 
cause, all  of  a  sudden,  there  is  a  wealth 
of  information,  education  and  enter- 
tainment available  only  on  CD.  These 
5 -inch  disks  hold  600  megabytes  of 
data,  as  much  as  in  850  novels  or  400 
floppies.  You  don't  necessarily  want 
to  have  850  novels  at  your  fingertips, 
but  you  might  want  a  compilation  of 
every  street  map  in  the  U.S.,  or  a 
program  that  teaches  Spanish,  or  a 
disk  that  stores  family  photographs. 
All  these  applications  are  data  hogs. 

And  the  hardware  is  very  afford- 
able. A  well-equipped  486  computer 
with  a  CD-ROM  player  pre-installed 
will  run  you  $2,000  or  so.  Note: 
Don't  waste  your  time  trying  to  retro- 
fit a  multimedia  CD-ROM  player  on  a 
creaky  386SX  or  earlier  machine. 

Already  there  are  about  6,100  titles 
available  on  CD-ROM,  up  from  3,500  a 
year  ago,  according  to  Alan  Meckler, 
publisher  of  CD-ROM  World  magazine 
in  Westport,  Conn.  New  ones  are 
coming  out  at  a  rate  of  300  a  month, 


he  says,  and  they  are  getting  more 
interesting,  using  multimedia  blends 
of  pictures,  voice  and  text.  The  earli- 
est titles  were  just  huge  compilations 
of  text,  such  as  the  20-volume  Oxford 
Engl ish  Dictio  n  a  ry. 

What  about  recording  onto  a  CD? 
Unless  you  are  a  business  user,  you 
probably  won't  want  to  spring  for  the 
$7,000  or  so  it  will  cost  to  buy  a 
machine  that  can  create  new  CD  disks. 
(You  can  live  without  this.  Did  you 
ever  own  a  die  to  press  your  own  vinyl 
records? )  As  a  low- budget  home  user, 
you  can  display  your  photographs 
from  a  CD,  but  in  that  case  you  will 
have  a  photo  developer  create  the  CD 
from  your  slides  or  film. 

Five  issues  confront  you  as  you 
shop  for  a  computer  CD  player. 

Compatibility.  The  CD  world,  like 
the  larger  world  of  personal  comput- 
ers, divides  itself  sharply  between  Ap- 
ple and  DOS.  There  is  no  bridge,  and 
probably  won't  be  for  a  while,  says 
Stan  Corker,  director  of  removable 
storage  research  at  the  market  re- 
search firm  International  Data  Corp. 

As  with  computers,  so  with  CD-ROM 
drives:  Apple  users  have  an  easier  time 
getting  their  equipment  to  work,  but 
they  are  in  the  minority. 

If  you  must  have  a  DOS-compatible 
computer  so  work  can  be  brought 
home  from  the  office  or  simply  be- 
cause it's  cheaper,  then  be  prepared 
for  further  refinements  as  to  compati- 
bility. Within  the  broad  range  of  disk 
formats,  there  are  several  that  are 
sometimes  not  interchangeable. 

Philips  has  introduced  a  standard 
called  CD  I  (for  "CD  Interactive"). 
Alas,  disks  made  to  this  format  are  not 
fully  compatible  with  anything  but 
Philips  plavcrs.  There's  another  stan- 
dard favored  by  manufacturers  Sony 


and  Texel,  and  yet  another  one,  ik 
fully  compatible  with  the  others,  th; 
Sony  has  devised  for  its  MultiMed 
CD-ROM,  called  MMCD.  Some  playc 
can,  others  cannot,  double  as  fami 
photo  albums  by  playing  ens  deve 
oped  from  your  rolls  of  film  accordin 
to  a  standard  established  by  Kodak. 

Here's  our  advice.  If  you  are  buyin 
a  CD  player  for  a  DOS  ( IBM-style)  m; 
chine,  look  for  these  four  features: 

■  mix:  Level  2,  which  means  it  pla1 
disks  formatted  according  to  the  Mu 
timedia  Personal  Computer  standar 
and  also  handles  video  images. 

■  Kodak  PhotoCD  compatibility, 
you  think  you  will  want  to  displ; 
photos  someday  on  your  compute 
This  feature  is  often  called  "multise 
sion"  in  reference  to  the  fact  that  tl 
photos  might  be  added  to  the  CD  i 
different  recording  sessions.  Mo 
new  drives  are  PhotoCD  compatible 

■  ISO  9660,  a  format  promulgated  t 
the  International  Standards  Organ 
zation.  This  compatibility  doesn 
add  much  to  the  cost  of  the  player  an 
doesn't  interfere  with  other  feature 
so  you  might  as  well  ask  for  it. 

■  xa,  for  Extended  Architecture, 
feature  offered  by  Sony  and  endorse 
by  Microsoft.  Few  titles  take  advai 
tage  of  this  feature.  But  it  may  catc 
on,  so  ask  for  it. 

Speed.  The  earliest  players  took  u 
to  500  milliseconds  (half  a  second)  t 
find  the  spot  on  the  CD  with  a  ft 
being  sought.  The  players  coul 
transfer  data  from  the  CD  to  the  con 
puter's  random  access  memory  at 
rate  of  150,000  bytes  per  seconc 
Such  speeds  are  adequate  to  searc 
text,  but  not  to  display  pictures.  S 
insist  on  a  "double  speed"  drive  th; 
can  transfer  300,000  bytes  per  secon 
or  better  and  search  in  300  millise( 


320 


Forbes  ■  Novembers,  199 


ds  or  less.  NEC  has  just  introduced  a 
riple  speed"  drive. 
Adapter.  This  is  an  electronic  gad- 
t  that  mediates  between  the  com- 
ter's  motherboard  and  the  disk 
lyer.  Insist  on  an  adapter  built  to 
:  SCSI  (for  small  computer  system 
erface)  standard.  Pronounce  it 
cuzzy."  You  want  a  SCSI  Level  2, 
-bit  card.  Avoid  SCSI  1  and  the 
wer  8 -bit  cards  like  the  plague, 
laptec  and  Trantor  are  the  two 
md  names  recommended  by  ex- 
rts  if  you  are  going  to  install  the 
apter  yourself.  Don't  get  an  adapter 
pplied  by  the  manufacturer  of  the 
•  player  unless  you  buy  a  preconfi- 
red  machine  containing  both  CD 
lyer  and  adapter.  But  that  brings  us 
issue  number  four: 
Installation.  SCSI  installation  will 
ually  drive  even  the  most  pencil- 


necked  geek  to  tears.  The  safer  bet  is 
to  buy  a  CD-ready  computer  from  a 
store,  all  wired  up — or,  if  you  think 
the  drive  will  outlast  your  computer, 
to  have  the  adapter  professionally  in- 
stalled inside  your  machine  and  then 
buy  an  external  CD  player  to  go  with  it. 

Nearly  half  of  all  personal  comput- 
ers sold  by  Apple  Computer  today 
come  with  an  internal  CD  player  pre- 
installed.  Apple's  ready-to-go  multi- 
media machine  is  the  Quadra  660AV, 
with  prices  starting  at  $2,489.  In  the 
DOS  world,  Compaq  is  selling  a  lot  of 
CD-ready  machines,  and  last  month 
IBM  introduced  its  PS/1  Multimedia 
System,  which  lists  at  $1,549.  Tan- 
dy's new  Sensation!  is  priced  at 
$2,199  with  monitor. 

Price.  If  you  select  a  CD-ROM  sepa- 
rate from  the  computer,  you  can  get 
the  Toshiba  XM-3401   series  (list 


price,  $1,045  for  a  DOS  machine, 
$1,010  for  the  Apple  Mac)  at  as  little 
as  $600,  including  an  adapter.  The 
Texel  DM-5028/T130  is  listed  at 
$529  with  the  SCSI  adapter,  street 
price  about  $100  less;  and  the  NEC 
MultiSpin  3Xe  lists  for  $600. 

Within  the  next  12  months  even 
faster  drives  will  be  available,  as  well  as 
drives  that  can  switch  several  disks 
through  a  carousel.  Pioneer  already 
sells  a  six-disk  changer,  the  DRM- 
604X  Minichanger,  but  it's  a  little 
extravagant  now  at  $1,795  (list). 

One  last  option  to  consider:  not 
buying  a  multimedia  machine  at  all.  If 
you  can  be  patient  and  wait  a  year,  you 
will  find  that  hardware  prices  will  be  a 
lot  lower,  and  some  of  the  dust  will 
have  settled  on  the  compatibility 
front.  But  you  will  have  missed  a  lot  of 
fun  in  the  meantime.  H 
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WANT    TO  TELL 

TE  WORLD 


Okay,  so  you're  not  the  kind  of  person 
to  shout  it  from  the  rooftops.  Maybe  a 
global  fax  is  more  your  style.  An  inter- 
national videoconference,  even  better. 

At  Sprint,  we  grasp  the  concept. 
And  we  believe  in  great  ideas.  After  all, 

©  1993  Sprint  Communications  Company  L.P 


we  had  enough  faith  in  a  little  thing 
called  fiber  optics  to  launch  a  global 
network  back  in  1986.  And  today  we're 
the  only  communications  company  to 
offer  local,  global  and  cellular  capa- 
bility. Not  to  mention  the  power  to 


communicate  with  over  290  cou 
and  locations  around  the  worla 
connection  so  clear  you  could  I 
a. .  .well, you  know. 

But  alas,  man  does  not  live  b 
nology  alone.  So  it's  nice  to  knoy 


lunications  company  you  can 
y  communicate  with.  At  Sprint, 
e  more  value  on  helping  people 
irward,  than  getting  them 
hat  means  delivering  the  future, 
'nan  just  promising  it. 


So  the  next  time  you  have  a  great 
idea,  don't  be  shy.  And  don't  wait  for 
someone  else  to  bring  you  the  technol- 
ogy that  lets  you  spread  the  word. 

Be  there  now. 

1-800-PIN -DROP 


Because  with  Sprint  you  have  the 
world  now.  And  the  power  to  share  it 
with  anyone,  anywhere,  anytime. 


Sprint 


COMPUTERS/COMMUNICATIONS 


Just  in  time  for  Christmas,  hundreds  of  software 
programs  will  be  available  for  sale  on  CD-ROM  disks, 
dealing  a  further  blow  to  traditional  software  retailers. 

Bad  news  for 


Egghead 


By  Julie  Pitta 

BERKE]  EY,  Cm  [F.'S  Steven  Upstill  is  a 
software  programmer  and  amateur 
chef.  He  put  his  two  passions  together 
in  Mangia!,  a  software  package  that 
creates  recipes  for  seemingly  incom- 
patible leftovers.  A  clever  idea,  but 
Upstill  couldn't  convince  software  re- 
tailers like  Egghead  to  stock  Mangia!. 
Not  enough  profit  or  volume  in  the 
$50  (retail)  product,  the  buyers  said. 

Fortunately  for  Upstill — and 
consumers — software  distribu- 
tion channels  are  changing  as  rap- 
idly as  the  industry  they  serve. 
Mangia!  will  soon  be  available 
through  an  electronic  catalog 
that  is  being  created  by  Ingram 
Micro  Inc.,  a  Santa  Ana,  Calif, 
software  and  hardware  distribu- 
tor. The  catalog  is  actually  a  com- 
pact disk  that  can  run  on  personal 
computers  equipped  with  a  CD 
rom  drive.  The  disk  will  contain 
some  200  complete  programs, 
from  novelties  like  Upstill's  Man 
gia!  to  such  standards  as  Lotus 
1-2-3  and  WordPerfect. 

Ingram  Micro's  catalog-on-a- 
disk  is  a  variation  on  home  shop- 
ping, but  in  this  case,  personal  ■ 
computer  ow  tiers  can  try  out  the 
software  before  they  buy  it.  Each 
program  on  the  disk  is  encrypted  so 
that  only  a  small  snippet  of  it  is  avail- 
able to  test  out — in  essence,  it's  like 
seeing  a  movie  preview.  If  the  cus- 
tomer likes  the  program,  she  calls  an 
800  number  to  place  her  order  and 
receive  a  secret  code  that  unlocks  the 
software. 

This  month  Ingram  Micro  Chief 
Executive  Linwood  (Chip)  Lacy  plans 
to  distribute  about  500,000  of  his 
disks  free  to  retailers  (including  Com- 


puter City  and  Elek-Tek)  and  mail- 
order houses  (including  Mac  Ware- 
house), which  in  turn  will  give  them 
to  their  customers. 

Ingram  Micro  will  make  its  mon- 
ey from  selling  the  products  off  the 
disk.  Lacy  won't  say  much  about  his 
pricing,  but  conventional  software 
retailers  like  Egghead  gross  any 
where  from  8%  to  14%  of  the  retail 


Ingram  Micro's  Linwood  (Chip)  Lacy 
CDs  turn  a  PC  into  a  software  store. 


price  on  a  software  product,  and 
Ingram  Micro's  overheads  should 
be  lower.  In  theory,  then,  there 
should  be  room  for  Lacy  to  experi- 
ment with  his  pricing.  Lacy  thinks 
that  initially  10%  to  15%  of  those 
who  receive  a  disk  will  buy  at  least 
one  program.  New  disks,  containing 
new  programs  and  updates  of  old 
ones,  will  be  mailed  out  quarterly, 
somewhat  like  the  Book-of-the- 
Month  Club's  offerings. 

"I  can  see  that  we'll  eventually 


customize  disks,"  says  Scott  Schne 
general  manager  of  Apple  Coma 
ter's  newly  formed  Software  Dispati 
group.  "We  might  do  a  'boutiqd 
disk  for  at-home  consultants,  othl 
tor  game  players."  Most  of  the  dis 
will  include  commercials  using  flasl 
multimedia  technology,  along  wi 
the  software  tryout. 

Ingram  Micro  isn't  alone  in  th: 
About  a  half-dozen  catalogs  on-di 
are  going  to  be  available  before  tl 
end  of  this  year  from  Softbank  Inc. 
Monterey,  Calif,  (a  joint  venture  wi 
tour  companies,  including  Meris 
Inc.  of  HI  Segundo,  Calif,  and  Sol 
bank  Corp.  of  Japan),  Boulder,  G 
lo.'s  Infonow  and  others.  Person 
computer  makers  like  IBM,  App 
Computer  and  Gateway  2000  are  al: 
offering  compact  disk-based  softwa 
catalogs. 

The  CD  catalogs  could  be  bad  new 
not  only  for  Egghead  and  other  coi 
ventional  software  retailers  but  al 
for  the  traditional  computer  store 
Increasingly,  the  computer  retaile 
have  depended  on  software 
compensate  for  the  razor-th 
margins  they've  been  making  c 
computer  hardware. 

There's  one  obstacle.  Esl 
mates  are  that  less  than  10%  of; 
personal  computers  are  equipp< 
with  CD  ROM.  But  the  drives  a 
becoming  more  common.  App 
is  practically  giving  them  aw; 
with  its  Macintosh  computers, 
hopes  of  selling  more  soffwar 
And  Gateway  2000  estimat 
that  by  the  end  of  this  year,  it  w 
ship  about  60%  of  all  its  P<  s  w  i 
CD-ROM. 

The     new  catalogs-on-di 
won't  be  the  last  word  in  sol 
ware  retailing.  Microsoft  Chai 
man  William  Gates  predicts  th 
in  the  fairly  near  future,  softw  a 
will  be  delivered  via  fiber-optic  ar 
coaxial  cable,  just  as  movies  will  I 
available  on  demand.  This  is  impra 
tical  today  because  of  limited  ele 
tronic  bandwidth.  But  with  come 
nies  like  Bell  Atlantic  and  Tele-Con 
munications,  Inc.  getting  togeth 
to  serve  American  consumers  aero 
wires,  cables  and  airwaves,  Gate 
prediction  will  surely  come  to  pas 
dealing  a  further  blow  to  whatever 
left  of  Egghead  and  other  tradition 
software  retailers.  I 
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Smart  Investors  Get  Forbes. 
StreetSmart  Investors  Get  Even  More. 
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Introducing  StreetSmart  investment  software  - 
the  newest  tool  for  savvy  investors. 


Why  do  you  read  Forbes?  Because 
the  information  it  provides  can  help 
you  manage  your  own  investments. 

Now  imagine  if  you  could  access 
even  more  financial  news  right  as  it 
happens,  right  from  home.  Or  install  a 
tickertape  in  your  back  room. 

Imagine  if  you  could  act  as  your 
own  broker. 

Now  place  buys  and  sells  like  a 
Wall  Street  trader. 

StreetSmart,  the  first  trad- 
ing program  for  Windows, 
puts  you  in  control  of  your 
investments. 

Just  point,  click  and  in- 
vest to  buy  and  sell  stocks, 
options,  bonds  and  over 
700  mutual  funds  right  from 
your  PC. 


I 


Stay  on  top  of  the  market  with  online 
information. 

Now  you  can  pull  real-time  quotes 
and  market  news  right  off  the  wire. 
Chart  your  portfolio.  Monitor  trades.  Or 
update  your  accounts— electronically. 

Get  StreetSmart  for  just  $59-and  save 
even  more  on  every  trade. 

You'll  save  an  extra  10%  off  Schwab's 
already  low  commissions  every  time 
you  invest*  Plus,  you  can  save 
up  to  $25  more  on  your  first 
StreetSmart  trade.** 

StreetSmart  is  only  available 
through  Schwab. 

Visit  your  local  office  for 
a  free  demonstration  or  order 
toll-free: 

1-800-442-5111  ext.  65. 


iSlREETSrW  1 


Charles  Schwab 

Helping  Investors  Help  Themselves 


  Convenient  Saturday  and  evening  hours  now  available.  Call  your  local  Schwab  office  for  details   

'Discount  based  on  current  Schwab  commission  schedule;  available  upon  request.  Some  restrictions  may  apply 
**Trade  must  occur  within  6  months  of  purchase  Offer  excludes  mutual  fund  trades  ©  1993  Charles  Schwab  &r  Co.,  Inc.  Member  SIPC/NYSE  (10/93) 
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Don't  give  up 
on  the  Newton 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


I  AM  about  to  describe  an  experiment 
that  you  should  not  attempt  yourself 
at  home.  It  could  be  dangerous.  If 
you  are  the  impatient  sort,  you 
might  throw  a  piece  of  hardware 
through  a  w  indow. 

The  experiment:  to  see  if  I  could 
write  this  column  not  on  my  portable 
computer  but  on  a  Newton,  a  person- 
al digital  assistant  from  Apple  Com- 
puter. The  impression  you  get  from 
most  of  the  reviews  is  that  the  Newton 
does  not  work  well  enough  to  accom- 
plish such  a  feat.  Yet  here  I  am,  draw- 
ing letters  with  a  little  plastic  pen  on 
the  screen  of  a  gadget  so  small  it  fits  in 
the  palm  of  my  hand. 

Remarkably,  the  machine  trans- 
forms my  longhand  into  text  that 
looks  as  neat  as  if  I  had  typed  it  on  a 
keyboard.  There  are  mistakes — an 
"a"  might  come  out  as  a  "d,"  for 
example,  and  sometimes  entire  words 
are  wrong.  On  the  whole,  however, 
the  Newton  can  read  my  writing. 
Could  it  be  that  the  machine  is  more 
capable  than  the  computer  press  re- 
views indicate?  Or  should  my  grade- 
school  teachers  retract  those  bad 
marks  they  gave  me  in  penmanship? 

The  answer  is  that  the  teachers  were 
right  and  the  reviewers  wrong.  The 
Newton,  despite  its  faults,  does  work. 
At  first  I  thought  it  a  waste  of  time, 
but  in  the  weeks  we  have  spent  to- 


gether, the  machine  and  I  have  come 
to  an  understanding.  It  has  learned  a 
little  more  about  my  handwriting, 
and  I  have  learned  a  lot  more  about 
writing  legibly. 

The  danger  is  this.  If  you  pay  $800 
or  more  for  a  Newton  tomorrow 
expecting  immediate  gratification, 
you  are  likely  to  give  up  in  frustra- 
tion. The  machine  takes  some  get- 
ting used  to,  and  it's  going  to  need 
improvements  from  Apple  before  it 
becomes  a  commercial  success.  But 
don't  write  off  the  Newton.  And 
don't  join  the  rest  of  Wall  Street  in 
writing  off  Apple  Computer.  I  pre- 
dict Newton  will  eventually  be  re- 
garded as  highly  as  the  first  Macin- 
tosh, which  was  also  infuriating,  as 
well  as  inspiring,  in  its  early  days. 

Apple  says  it  has  sold  more  than 
50,000  Newtons  so  far,  an  excellent 
showing  in  comparison  with  the  early 
sales  of  the  first  digital  organizers  and 
palmtop  computers.  What  investors 
should  w  atch  now  is  the  pace  at  which 
Apple,  given  all  its  other  problems 
and  priorities,  improves  the  Newton 
and  develops  the  software  applica- 
tions and  hardware  improvements. 

Apple  has  already  spent  well  over 
$80  million — perhaps  as  much  as 
$100  million — developing  the  New- 
ton. Delivering  on  the  machine's 
promise  will  cost  at  least  that  much 
more.  It  would  be  money  well  spent. 
In  the  so-calied  personal  assistants 
category,  Apple  now  has  a  head  start, 
which  is  one  of  the  secrets  to  success 
in  an  emerging  technologv.  The  com- 
panies that  ultimately  prevail  haven't 
been  those  with  the  best  technol- 
ogies. No,  the  winner  must  be  good 
enough  and  early.  Not  perfect,  just 
good  enough,  and  early  enough  that 
leadership  in  market  share  can  be 
established  before  industry  standards 
develop  and  before  large  corporations 
begin  making  volume  purchases, 
which  tends  to  close  the  market  to 
new  entrants. 


Money,  momentum  and  marked 
are  important,  too.  Whatever  t 
faults  of  the  initial  product,  improi 
ments  must  be  introduced  quid 
and  promoted  extensively  befi 
competitors  can  catch  up. 

The  Newton's  momentum  1 
been  hurt  by  the  rapid  decline  in  t 
prices  of  portable  computers,  w  hi 
has  made  an  $800  digital  assists 
seem  costly  by  comparison.  By 
failure  to  introduce  the  Newton  wi 
the  expected  communications  so 
ware  and  attachments  (which  wot 
allow  Newton  to  network  with  r 
and  serve  as  a  pager),  Apple  all  h 
invited  attention  to  Newton's  we: 
est  aspect,  the  handwriting  recogi 
tion.  In  addition,  no  machine  coi 
have  met  the  expectations  that  Apj 
has  created  over  the  last  year  or  t\ 
with  all  its  visionary  talk  of  t ril lie; 
dollar  consumer  electronics  market 

No  matter  how  good  its  recogi 
tion  eventually  gets,  the  Newt 
must  become  part  of  a  complete  s; 
tern  that  will  include  a  wireless  m 
dem  inside  the  box,  communicatic 
software  that  might  come  from  oi 
side  Apple  and  improved  wireless  d; 
services  that  will  almost  certaii 
come  from  outside.  This  compli 
system  must  be  on  the  market  a 
functional  before  Microsoft,  Intel  a 
their  allies  introduce  their  own  v< 
sions  of  the  Newton  concept.  A 
there  are  title  bugs  to  fix.  My  Newts 
for  example,  sometimes  seems  to 
into  a  digital  coma  and  has  to  be  res 

With  former  chief  executive  Jo 
Sculley  gone  from  Apple  now,  t 
Newton  has  lost  its  most  visible  a 
porate  champion.  But  the  lieutenai 
he  hired  remain  in  place  and  coi 
continue  the  effort.  Among  otl 
things,  they  are  going  to  have 
overcome  the  effect  of  the  initial  b 
press  in  discouraging  independc 
software  developers. 

Newton  is  a  mere  twig  on  Appl 
corporate  tree,  but  its  disappoint! 
reviews  are  symptomatic  of  how 
the  company  has  fallen  out  of  fav< 
Wall  Street  values  the  entire  compa 
at  $3  billion,  or  less  than  half 
sales.  At  the  same  time  it  views  so 
ware  developer  Oracle  Systems, 
company  one-fifth  Apple's  size, 
worth  more  than  twice  as  much 
Apple.  If  Apple  gets  busy,  it  can  beg 
to  close  that  gap.  I 
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ndsroom 


o 


be  can. 


ner  or  later,  you'll  get  an 
it  of  Memory"  message, 
ether  your  386/486  has 
1  megabyte  or  16. 


1  network  utilities  need  memory  right    all  the  others  put  together! 


ur  programs  need  it,  too.  It's  called 
r  'conventional'  memory, 
ng  RAM  to  your  PC  just  gives  you 
>anded  or  extended  memory  — 
I  to  some  programs,  but  not  to  TSRs 
tilities,  device  drivers  or  network 
ike  Novell  NetWare.  Fortunately, 

J' 

easy  software  solution  to  'out  of 
problems. 

Your  Cake  and  Eat  it,  Too. 

?  memory  you  have,  the  more  flexi- 
1  reliability  you  can  enjoy.  Thanks  to 


our  patent-pending  'stealth'  tech 
nology,  QEMM  finds  as  much  as  96K  more 
high  memory  than  other  memory  managers. 

No  one  has  yet  been  able  to  match  our 
performance.  No  wonder  QEMM  outsells 


QEMM  puts  the  maximum  memory  right 
where  your  favorite  programs  need  it  so  you 


7  needed  mother  32K  for  my  favorite  TSR. 

I  added  2  megabytes.  I  still  need  32K!  What  gives?" 


X)S  6  w/o  MemMaker 
•OS  6  with  MemMaker 
■EMM -386  v6  Optimize 
QEMM  version  7  Optimize 


400K 


500K 


600K 


DOS  with  and  without  MemMaker  and  with 
and  our  new  QEMM  7  runs  away  from  all  of 
m.  See  details  of  test  conditions  below. 


can  run  them  and  TSRs  without  'out  of 
memory'  problems  or  conflicts.  That  keeps 
your  PC  running  smoothly  and  performance 
at  its  best. 

Protect  Your  Productivity; 
Keep  Your  Work  Safe. 

Any  task,  from  programming  to  writing  the 
company  business  plan  to  composing  a 
personal  letter,  takes  time  and  thought. 
Your  PC  is  supposed  to  make  that  process 
-  easier;  your  output  better.  When  you  can't 
run  your  favorite  grammar-checking  TSR  or 
have  to  get  by  without  a  vital  network  utility, 
you're  sacrificing  productivity. 


[will  l  ■ 


II  WEEK  BFTe 

ANALYST'S  CHOICE 


Whether  you're  running  MS-DOS,  IBM '• 
PC-DOS,  DR  DOS,  Novell  DOS  or  MS 
Windows;  one  megabyte  or  eight,  don't  sacri- 
fice; don't  compromise;  don't  risk  losing  work. 

Managing  your 
memory  well  is  the  best 
way  to  assure  your  work 
won't  go  to  waste. 

QEMM  version  7  is  the 

QEMMcomeswith    ™St powerful  flexible 

the  new  Manifest,  the  memory  manager  you  can 

award-winning     buy  jt<s  fa  utility  ^ 
memory  analyzer  that  , 

helps  you  see  how   more  memory  when 
your  PC  works.     nothing  else  can. 


:erdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (310)  392-9851  Fax  (310)  314-4219 

•deck  International  Ltd.,  B.I.M.  House,  Crofton  Terrace,  Dun  Laoghaire  Co.  Dublin,  Ireland  Tel.(353)  (1 )  284-1444  Fax:  (353)  (1)  2844380 
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Ever  see  a  ship  moving  along  on  stilts?  Steven  Loui  has 
already  built  two  of  them  and  has  plans  for  lots  more. 

Reinventing 
the  boat 


By  Neil  Weinberg 


The  WORLD  IS  FULL  of  inventors  and 
promoters  who  spend,  often  waste, 
their  lives  searching  for  the  financial 
backing  to  take  advantage  of  some 
radical  new  technology.  Thus  did 
King  Gillette  spend  six  years  perfect- 
ing his  disposable -blade  safety  razor, 
before  an  MIT-educated  machinist  fi- 
nally took  him  seriously.  More  recent- 
ly, Alexander  Kalina,  a  Russian-born 
inventor,  tried  in  vain  for  many  years 
to  get  power  equipment  builders  to 
listen  to  him  when  he  said  he  had  a 
breakthrough  in  generating  power 
from  a  steam  boiler.  Only  in  the  last 
year  has  the  industry  realized  that  he 
was  really  onto  something  (Forbes, 
Apr.  12). 

Steven  Loui  is  a  42 -year-old  Stan- 
ford-educated engineer  who,  for  the 


Steven  Loui  of  Pacific  Marine  &  Supply 
"The  clincher  came  when  I  rode  it  [a 
Swath  ship]  and  braced  for  the  impact 
from  waves  that  never  came.  I  said,  'Do 
we  bet  the  company  on  this,  or  what?'  " 


past  16  years,  has  been  captivated  by 
an  equally  improbable  scheme.  He 
wants  to  build  boats  that  ride  on  stilt- 
like struts  above  submerged  hulls. 
Like  Kalina,  Loui  spent  years  courting 
bankers,  venture  capitalists  and  any- 
one else  who'd  listen.  Nobody  would. 

But  Loui  is  no  monomaniac,  no 
kook.  He  is  a  smart  businessman,  who 
owns  and  runs  a  very  successful  mini- 
conglomerate  that  grew  out  of  his 
father's  ship  repair  business  in  Hawaii. 
Eventually,  that  business  turned  up 
enough  profits  that  Loui  was  able  to 


become  his  own  venture  capital^ 
And  his  kooky  ship,  which  noboc 
would  finance,  has  proven  a  commc 
cial  success. 

Swath — acronym  for  "small  wat 
plane  area  twin  hull" — -was  conceive 
in  the  late  1800s  and  first  patented 
1942.  Loui  discovered  it  in  the  1971 
while  exploring  what  is  credited  as  tl 
first  modern  Swath  vessel,  the  U. 
Navy's  Kaimalino,  which  underwe: 
testing  in  the  turbulent  Hawaiian  w 
ters  and  received  repairs  at  his  fathei 
shipyard. 

The  Swath  design  sharply  reduc 
the  ill  effects  of  heavy  seas  on  shij 
and  their  passengers  by  minimizir 
contact  with  the  ocean's  choppy  su 
face.  This  is  achieved  with  dual  torp 
do-shaped  hulls  submerged  well  b 
low  the  waves,  a  superstructure  su 
pended  above  them,  and  th 
connecting  struts. 

Loui  describes  his  reaction  to  \ 
first  Swath  ride:  "The  clincher  can 
when  I  rode  it  and  braced  for  d 
impact  from  waves  that  never  cam 
Afterward  I  said  to  my  employee 
'Well,  gang,  do  we  bet  the  compai 
on  this,  or  what?'  " 

The  answer  was  a  partial  yes. 

Loui  teamed  up  with  Ludwig  Sei 
of  the  University  of  Hawaii's  oce; 
engineering  department  and  had 
patented  design  by  1979. 

For  six  years  he  sought  in  vain  f 
financing,  meanwhile  building  his  d 
ceased  father's  business,  Pacific  M 
rine  &  Supply  Co.,  into  Hawaii's  B 
ship  repair,  day  cruise  and  enviro 
mental  services  outfit.  Sales  rose  fro 
$3  million  when  he  took  over  in  19' 
at  21  to  $56  million  last  year. 

By  1986,  disgusted  with  beggii 
for  money  and  still  sold  on  Swat 
Loui  sank  $6.5  million  into  buildii 
Navatek  I,  a  141 -foot,  370-ton  di 
placement  Swath.  Navatek  I  has  tv 
submerged  hulls  attached  to  a  gia 
picturc-frame-like  structure  abo 
water  with  a  forward  bridge.  The  hu 
contain  a  variable  ballast  system  ar 
house  the  ship's  engines  to  cut  noi 
and  vibration  and  increase  deck  spac 
The  skeletal  design  had  another  ai 
vantage:  Loui  waited  until  after  te* 
ing  it  to  bolt  on  the  superstructu 
that  then  looked  most  commercial 
viable. 

Navatek  I  was  ready  for  testing 
April  1989,  and  Loui's  crew  piloted 
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Technology  leads  the 
way  at  Diebold,  pulling  us 
ahead.  On  the  product 
line,  production  line  and 
bottom  line. 

With  a  new  gener- 
ation of  automated  teller 
machines,  we've  won 
wide  acceptance  in  world 
markets. 

The  sophistication  of 
our  electronic  security 
systems  is  winning  us  a 
growing  range  of  custom- 
ers in  financial  services, 
universities  and  hospitals. 

By  automating  our 
factories  and  computer- 
izing our  service  business, 
we've  enhanced  the  pro- 
ductivity of  our  people. 

Result:  along  the  bottom 
line,  we're  moving  up. 


A  world  leader  in  automated 
teller  machines,  security  products 
and  related  services. 
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on  the  2,743-mile  run  from  Portland, 
Ore.  to  Honolulu.  On  their  way,  the 
crew  confirmed  that  at  1 7  knots  in  4- 
foot  to  8-foot  seas,  Navatek  I  has  the 
same  pitch,  roll  and  heave  characteris- 
tics as  a  monohull  ship  roughly  three 
times  its  length.  That,  in  turn,  cuts  the 
incidence  of  seasickness  from  roughly 
10%  of  passengers  to  0.5%,  Loui  says. 
Navatck  I  also  maintained  nearly 
100%  of  cruising  speed  in  seas  where 
conventional  ships  must  cut  hack  30% 
or  more. 

An  intensely  practical  dreamer, 
Loui  decided  to  milk  some  income 
from  the  craft  while  continuing  to 
demonstrate  its  prowess.  He  attached 
a  luxurious  superstructure  and  started 
regular  cruises  from  Honolulu  to 
Koko  Head  along  Oahu's  scenic  Gold 
Coast,  where  seas  typically  run  4  feet 
to  6  feet.  Last  year  Navatek  /  grossed 


of  the  Stealth  bomber.  Lockheed's 
marine  systems  division  developed 
the  Sea  Shadow,  a  radar  eluding 
Swath  that  the  Navy  unveiled  in  April. 

Pooling  their  technologies,  Lock- 
heed and  Loui  produced  a  new  design 
for  a  Navatek  II.  Its  hulls  bulge  at  the 
ends  and  are  wider  apart  fore  than  aft; 
and  struts  angle  35  degrees  from  the 
hulls  toward  the  ship's  center,  rather 
than  rising  vertically.  This  reduces  the 
ship's  motions  and  cuts  down  on 
water  resistance. 

Now  being  built  at  Loui's  Honolu 


over  $11  million  from  charging  more 
than  150,000  tourists  $30  to  $140 
apiece  for  cruises  that  last  around 
two  hours. 

But  Navatek  I  has  a  major  draw- 
back. Its  hulls  create  so  much  water 
friction  that  in  calm  seas  it  can't  top 
17  knots — three-quarters  the  speed 
of  a  similar-size  monohull  vessel. 
Thus,  while  it  can  outperform  a  con- 
ventional ship  in  choppy  seas,  it  un- 
derperforms  in  calm  waters.  That 
makes  it  too  slow  for  many  uses, 
including  Loui's  dream  of  running  an 
inter-island  fern'  service,  which  Ha- 
waii has  lacked  since  1949. 

Pure  horsepower  is  one  answer,  but 
comes  at  a  high  cost  in  fuel.  Loui 
found  a  more  elegant  solution  2V2 
years  ago  at  Lockheed  Corp.,  maker 


ABOVE:  Navatek  II 
hull  design 
LEFT;  Navatek  I 
Loui's  combina- 
tion of  engineering 
and  entrepre- 
neurial skills 
is  opening  up 
cruises  in 
lucrative  waters 
where  competi- 
tors can't  follow. 
Inter-island  fer- 
ries may  be  next. 


lu  shipyard,  Navatek  //will  be  ready 
early  next  year.  The  $3  million,  82- 
foot  ship  will  cruise  at  20  knots,  33% 
faster  than  its  predecessor's  15  knots. 
Loui  plans  putting  it  into  service  in 
die  rough  winter  waters  between 
Maui  and  Lanai,  and  in  summer  along 
Molokai's  secluded  north  coast 
(Forbes,  Mar.  4,  1991). 

Now  Loui  and  Lockheed  are  press- 
ing ahead  with  yet  another  radical, 
high-speed  concept.  Any  ships  that 
displace  water.  Swaths  included,  arc- 
slowed  as  they  cut  through  their  bow 
waves  and  their  sterns  tall  into  the 
trailing  trough.  Since  the  speed  at 
which  a  ship  hits  maximum  bow-wave 
drag  increases  with  the  length  of  its 
waterline,  designers  have  achieved 
higher  cruising  speeds  with  accept- 


able horsepower  by  making  sh 
longer.  This  is  far  from  an  optimi 
solution.  It  forces  the  U.S.  Navy, 
example,  to  build  ships  at  least  5 
feet  in  length  in  order  to  reach 
knots  efficiently  at  sea. 

Speedboats  and  hydrofoils  ov 
come  this  speed  barrier  by  exerti 
enough  horsepower  at  high  speeds 
virtually  eliminate  their  bow  wav 
They  then  face  only  about  half 
much  drag  from  the  hull  rubbj 
against  the  water.  The  negativ 
small  payloads,  high  fuel  use  anc 
slow,  unstable  ride  in  high  seas. 

Lockheed  engineer  Tcrrv  Schm 
has  proposed  making  the  length 
Swath  ships'  hulls  so  short  that  th 
too,  outrun  their  underwater  bi 
waves  at  high  speeds.  Buoyar 
would  come  from  the  width,  not  t 
length,  of  transversally  mount] 
wing-shaped  hulls.  "Lockheed  1 
done  research  to  confirm  the  desigr 
viable,"  says  Schmidt,  who  term 
the  design  Slice. 

Navatek,  Ltd.,  as  Loui  calls 
Swath  design  company,  and  Lo< 
heed  are  seeking  funding  for  a  proi 
type  Slice  ship  under  defense  conv 
sion  programs.  Loui  is  counting 
Slice  technology  to  make  the  int 
island  fern'  feasible.  Lockheed  hoj 
to  sell  the  government  on  appl| 
tions,  such  as  stable  helicopter  carri 
and  Coast  Guard  interdiction  sh 
able  to  cruise  at  high  speeds  in  hi 
seas,  says  Schmidt. 

They  are  not  the  only  ones  prcssi 
ahead  with  similar  designs.  Mit: 
Shipbuilding  has  already  put  seve 
Swath  ferries  into  service  in  Jap; 
Swath  International,  Ltd.  of  the  U. 
is  deliv  ering  a  casino  fern  next  Jui 
which  will  run  on  the  turbulent  rot 
benveen  Fort  Lauderdale,  Fla.  a 
Lucaya,  near  Freeport,  Baham 
where  catamarans  and  hydrofoils  ha 
failed. 

C.  William  Hayes,  head  of  Swa 
International's  LT.S.  office,  expei 
the  demand  for  Swath  ships  to  i 
crease  in  congested  coastal  arc 
w  here  new  surface  transportation 
extremelv  costly  and  nearby  wat< 
rough.  Loui  foresees  the  day  wh 
high-speed  Swaths  run  routes  like  t 
English  Channel  and  China  Faiw. 
and  already  has  licensed  a  Malaysi 
company  rights  to  market  his  desifj 
in  Asia. 
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Why  you  should  stop  buying 
laser  printers  by  habit. 

And  start  buying  IBM 
laser  printers  by  Lexmark. 


Here  are  five  compelling  reasons  to  break 
the  HP®  LaserJet®  printer  habit:  the  IBM® 
LaserPrinter  4039  family  by  Lexmark.  Five 
fully  compatible  10, 12  and  16  page-per-minute 
printers — each  delivering  big-printer  features  and 
value.  PostScript®  and  PCL®  5  compatibility  are 
always  standard.  So  is  a  clear,  simple  LCD  control 
panel.  And  support  for  options  like  networking, 
flash  forms  and  duplexing.  Plus  expandability  and 
upgradability,  to  protect  your  investment. 


For  your  Lexmark  dealer,  call  1  800  358-5835 
(in  Canada,  1 800663-7662).  And  see  the  printers 
that  deliver  what  traditional  HP  printer  buyers 
have  traditionally  missed. 

IBM  Personal  Printers  by 


Lexmark 


Make  Your  Mark 


Lexmark 's  optional  LAN 
curds  support  flush  memory 
— something  HP  printers 
■niviir|i  don  't  offer.  And  every 

4039 printer  includes  auto 
emulation  switching  and 
triple  hot  ports. 


ES  PER  MINUTE 

speed  you  need. 

<ce  HP  LaserJet 
ers,  IBM 
rPrinter  4039s 
fOU  a  lull 

W full- 
wn  models.  I ': 


In  ves  tm  en  t  protection. 

Upgradable  code  and 
interchangeable  options, 
for  economy  and  flexibility 
II I' printers  can't  match. 


Instant  forms  &  fonts. 

'    Lexmark 's  optional  flash 
memory  stores  frequently 
used  forms,  fonts  and  logos, 
even  when  the  power  is  off 
HI' primers  don't  offer  that. 


Two-sided 
printing. 

An  automatic 
duplexer  attaches 
in  seconds  to  any 
LaserPrinter  4039  model. 
For  two-sided  printing  at  less 
than  half  the  LaserJet  4Si  price. 


Print  speeds  rated  at  300  dpi.  8  ppm 
600  dpi  Compansens 
based  ert  MSRPs  Dealer  prices  may 
vary  IBM  is  a  registered  trademark 
of  International  Business  Machines 
Corporation  In  the  U  S  and/or 
other  countries  and  Is  used  under 
HP.  LaserJet  and  PCL 
re  registered  trademarks  ot 
Hewlett-Packard  Company 
PostScript  Is  a  registered 
trademark  of  Adobe 
Systems  Incorporated 
Lexmark  is  a  trademark  of 
Lexmark  International. 
Inc  ©1993  Lexmark 
International.  Inc 


hie  IBM  LaserPrinter  4039  Family,  By  Lexmark.  Print  Smart. 
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The  drug 
patent  play 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


All  the  discussion  about  control- 
ling medical  costs  has  given  the  gener- 
ic drug  stocks  a  banner  year.  In  the 
first  three  quarters,  Copley  Pharma- 
ceutical rose  93%  and  Zenith  Labora- 
tories rose  255%.  Zenith  is  up  46% 
since  it  was  discussed  in  this  column  in 
early  summer  (Forbes,  June  21). 
During  the  past  60  days,  Mylan 
Laboratories'  stock  has  gained  about 
one  percentage  point  per  day. 

High  visibility  deals,  like  the  re- 
cently announced  purchase  of  Copley 
Pharmaceutical's  controlling  stock  by 
Hoechst  Celanese  Corp.  for  $546 
million  in  cash — plus  rumors  of  other 
acquisitions — have  helped  fuel  the 
rally  in  the  generics.  It  is  too  late  to 
chase  this  rally,  but  an  interesting 
buying  opportunity  may  now  open  up 
in  the  unacquired  49%  "stub"  of 
Copley's  stock,  which  will  continue  to 
trade  on  the  Nasdaq  system  after 
Hoechst  buys  in  51%  of  the  shares. 

After  the  intended  acquisition  was 
announced  on  Oct.  1 1 ,  Copley  Phar- 
maceutical stock  lost  about  $7  from 
its  high,  near  $54.  Evidently  many 
traders  have  been  fishing — in  Cop- 
ley's stock  and  in  the  whole  group — 
for  an  acquisition.  But  Hoechst  in- 
tends to  buy  only  the  controlling 
stock  for  $55  per  share.  The  rest 
of  the  stock  will  not,  after  all,  be 
bought  up  at  this  high  price,  and 


that's  why  Copley's  shares  dropped. 

It  is  because  the  speculative  fever 
has  now  broken  that  Copley  may 
become  a  realistic  buy.  Hoechst  has 
excellent  taste.  Copley  is  a  company 
with  substance  and  staying  power  that 
can  handsomely  reward  the  long- 
term  investor. 

The  national  obsession  with  health 
care  costs  has  hammered  the  brand 
name  drug  firms  on  Wall  Street. 
Stocks  such  as  Glaxo  and  Lilly  are 
trading  not  far  from  half  their  highs  of 
a  few  years  ago.  Shareholders  have 
rotated  their  investments  out  of 
large-cap  pharmaceutical  stocks  and 
into  the  generics.  Zenith  recently 
sported  a  multiple  of  53  times  earn- 
ings, a  bit  more  than  triple  the  multi- 
ple accorded  Glaxo. 

Is  this  altogether  rational?  No.  It  is 
true  that  generic  drugs  are  cheaper 
than  equivalent  brand-name  pharma- 
ceuticals. Powerful  medical  bill- 
payers,  like  the  health  maintenance 
organizations,  rightly  insist  on  lower- 
cost  generics  instead  of  branded 
drugs  where  substitution  is  possible. 

But  the  generic  industry  is  not  a 
successor  or  alternative  to  the  brand- 
ed pharmaceutical  industry — nor  can 
it  provide  an  inexhaustible  cornuco- 
pia of  cheap  drugs.  Generic  pharma- 
ceutical companies  are  now  mining 
the  pharmaceutical  technology  of  the 
late  Sixties  and  early  Seventies.  A 
branded  drug  "goes  generic"  only 
after  its  patent  protection  expires,  that 
is,  17  years  after  its  patent  was  origi- 
nally granted.  Many  generics  are 
drugs  that  were  conceived  or  discov- 
ered decades  ago.  Only  a  few  have 
since  enjoyed  truly  significant  com- 
mercial success.  And  there  is  the  rub. 

Bear,  Stearns  pharmaceutical  ana- 
lyst Scott  Shevick  estimates  that  no 
more  than  1 1  significant  pharmaceuti- 
cals rolled  off  patent  last  year.  These 
are  branded  drugs  that  produce  U.S. 
revenues  for  their  makers  of  between 
$50  million  and  $500  million.  By  his 


criteria,  22  additional  importa 
drugs  can  go  generic  in  1993.  But  tl 
is  a  peak  year.  By  1995  the  incomii 
supply  of  interesting  off-patent  druj 
downloaded  from  the  past  so  to  spea 
will  have  contracted  to  just  8  drugs 

In  the  1993  bumper  crop  are  sor 
blockbuster  drugs:  Syntex's  Napr 
syn®  for  arthritis;  Upjohn's  Xana: 
for  anxiety;  Warner- Lambert's  L 
pid®  for  lowering  cholesterol;  ai 
Ciba-Geigy's  Voltaren®  for  arthrit 
The  prospect  of  generic  equivalents 
these  strong  products  has  obviou: 
helped  the  generic  stock  group.  B 
when  a  blockbuster  drug  goes  gent 
ic,  it  becomes  a  commodity  and  t 
price  sinks. 

Consider  the  price  trajectory 
Marion  Merrell  Dow's  branded  dn 
Cardizem®,  a  blockbuster  antihypt 
tensive.  In  early  November  1992,  < 
its  last  day  as  a  patent-protecte 
branded  product,  a  bottle  of  II 
Cardizem  pills  in  30  milligram  dos 
sold  at  an  average  wholesale  price 
$39.19.  Within  two  weeks  after  t 
drug  went  off  patent,  the  wholes: 
price  for  the  generic  equivale 
flashed  down  to  $4  per  bottle. 

Since  their  products  lose  profitab 
ity  over  time,  the  generic  drug  makt 
require  a  steady  stream  of  freshly  o 
patent  drugs  to  keep  up  their  mome 
turn.  It  is  an  accident  of  history  that 
many  important  patents  are  expirii 
in  1993.  But  what  will  happen  wh 
the  supply  of  off-patent  drugs  starts 
shrink?  If  you  buy  one  of  today's  h 
generic  stocks,  you  are  betting  th 
this  year's  speculative  upsurge  w 
take  it  even  higher  before  it  correc 
It  makes  better  sense  to  pick  a  genei 
stock  in  which  much  of  the  specul 
five  interest  is  suddenly  gone.  Tl 
means  Copley  Pharmaceutical. 

Copley  has  a  broad  product  lir 
and  a  business  that  does  not  depei 
too  heavily  on  playing  the  blockbust 
game.  The  company  seeks  and  ca 
tures  niche  markets  where  margins  st 
high.  Copley  makes  92  dosage  forr 
of  49  different  prescription  drugs  ai 
14  over-die-counter  products.  Grc 
margin  is  57% — the  highest  in  tl 
generic  industry.  Sales  for  the  fis< 
year  ending  next  January  should  clin 
to  $85  million  from  $52  million  in  tl 
previous  year.  If  the  stock  declines 
$37  in  the  normally  glum  postacqui: 
tion  period,  buy  it.  ■ 
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Recently  we  saved  a  customer  who 
was  up  a  creek  without  a  fax  machine. 

When  we  sell  you  a  fax  machine,  we  promise  to  keep  it 
working,  even  when  you  aren't.  Just  ask  the  Atlanta  lawyer 
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home,  who  was  able  to  locate  a  loaner  and  have 
it  delivered  to  his  cabin  door.  That's  what  we  call 
Customer  Vision!  And  its  an  example  of  just  how 
far  we'll  go  to  guarantee  your  satisfaction.  For  more 
information  on  our  fax  machines  and  copiers,  call  1-800-708-7088. 
When  it  comes  to  service,  we'll  never  leave  you  high  and  dry. 
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STAYING  HEALTHY 


The  current  U.S.  medical  system  gets  Americans  out  of 
hospitals  extremely  fast.  The  Clintons'  health  care 
package  would  slow  this  down  considerably. 

Turning  back 
the  clock? 


By  Katarzyna  Wandycz 


Stuart  Wesbury,  senior 
vice  president  of  Tri Brook 
Group,  a  health  care  con- 
sulting firm,  w  as  visiting  his 
son  in  the  hospital  when  h 
witnessed  the  following  scene: 

"The  patient  was  examinee 
in  the  hospital,  and  it  turned  ■ 
that  he  needed  coronary  bypass  sur- 
gery," Wesbury  relates.  "It  was 
Wednesday  afternoon,  and  the  sur- 
gery was  scheduled  for  the  following 
Monday.  But  the  patient  was  a  com- 
pany president.  He  got  very  uptight 
and  demanded  that  the  procedure  be 
done  right  away  because  he  had  an 
important  board  meeting  the  follow- 
ing Wednesday.'1  As  it  happens  the 
patient  did  not  get  his  way,  but  the 
ability  to  schedule  major  surgery  just 
five  days  ahead  is  a  luxury  few  people 
outside  the  U.S.  will  know.  If  the  kind 
of  health  package  currently  under  dis- 
cussion in  Washington  becomes  law, 
people  inside  the  U.S.  won't  know 
such  luxuries  much  longer. 

Americans  check  into  and  out  of 
hospitals  at  high  speed,  especially 
compared  with  patients  in  the  rest  of 
the  industrialized  world.  In  Japan,  for 
example,  a  circulatory  disease  patient 


might  well  have  been  stuck  in  the 
hospital  for  three  months.  In  Canada, 
the  patient  would  have  been  a  guest  of 
the  hospital  for  about  three  weeks. 
These  are  the  average  lengths  of  hos- 
pital stays  for  circulatory  system  dis- 
eases in  those  countries.  But  in  the 
U.S.,  the  average  is  only  one  week, 
according  to  research  by  the  Organi- 
zation for  Economic  Cooperation  & 
Development. 

Overall,  the  average  length  of  stay 
in  hospitals  for  all  types  of  sicknesses 
in  the  U.S.  in  1991  (the  latest  year  for 
which  statistics  are  available)  was  un- 
der seven  days,  which  was  less  than 
half  the  average  in  the  U.K.,  France 
and  Germany. 

The  U.S.'  short  hospital  stays  are 


the  result,  in  part,  of  hospitals  corr 
peting  directly  for  doctors — and  ind 
rcctlv  for  patients — by  equippil 
themselves  with  the  latest  medic; 
equipment.  "Bart  of  the  reason  I 
have  been  able  to  cut  the  length  < 
hospital  stays  in  the  U.S.  is  because  w 
are  using  advanced  technology  t 
avoid  highly  traumatic  surgery,"  sa\ 
Susan  Alt,  president  of  Busing 
Word,  an  Englewood,  Colo. -base 
health  care  publishing  company.  Bt 
under  the  Clinton  health  plan,  capit 
expenditures  on  technology  could  t 
regulated  by  the  government,  vvhic 
will  have  overall  health  care  budge 
ing  authority. 

Critics  of  the  current  state  < 
U.S.  medical  care  like  to  poii 
out  that  the  present  system 
wasteful  and  inefficient — ft 
example,  they  say  hospitals  i 
the  same  area  often  can 
too  much  of  the  sair 
technology.  Point  takei 
Some  waste  and  inefl 
ciency  are  to  be  expecte 
in   a  third-party-pai 
system. 

But  is  some  waste  a  ba 
thing?  A  big  reason  th; 
Americans  can  get  in  an 
out  of  hospitals  so  quickly 
precisely  because  there 
some  technological  fat  in  tl 
system.    Compare    the  U.S 
'wasteful"  system  to  Great  Bri 
ain's      lean-and-mean  Nation 
Health  Service  system,  where  1 ,50 
patients  die  ev  en  year  because  the 
are  over  55  and  so  not  eligible  ft 
kidney  dialysis. 

There  is  this,  too:  While  the  critJ 
like  to  add  up  the  costs  of  the  preset 
system,  they  are  less  likely  to  add  u 
the  offsetting  benefits. 

Consider,  for  example,  a  relative 
common  problem,  kidney  stones.  I 
the  U.S.  about  a  decade  ago,  a  kidnj 
stone  surgery  required  a  stay  of  7  1 
12  days  in  a  hospital,  and  six  worn 
out  of  work  as  the  patient  recovere< 
The  recovery  time  was  so  long  b< 
cause  the  procedure  involv  ed  cuttin 
an  incision  a  half  foot  long  just  belo 
the  ribs;  the  knife  cut  through  th 
muscle  and  the  kidney,  and  the  stori 
was  removed  with  forceps. 

Since  the  mid-1980s,  the  slice  anc 
remov  e  procedure  for  kidney  ston< 
has  been  largely  replaced  by  a  trea 
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STAYING  HEALTHY 


ment  based  on  water  shock  waves 
called  extracorporeal  shock  wave  lith- 
otripsy. A  patient  sits  in  water,  or  has  a 
water  bag  attached  to  his  back;  an 
electronically  generated  shock  wave  is 
precisely  focused  to  converge  on  the 
stone  and  crushes  it.  "No  one  has  to 
lay  a  glove  on  you  any  more,"  says 
Stephen  Dretler,  director  of  the  kid 
ney  stone  center  at  Massachusetts 
General  Hospital.  There  is  little  pain, 
no  invasive  surgery.  The  patient  goes 
back  home  the  same  day  and  can 
return  to  work  the  next  day.  The  total 
cost  of  this  treatment  runs  roughly 
$8,000.  The  old  slice-and-remove 
procedure  would  very  likely  cost  at 
least  as  much.  But  think  of  the  com- 
pensating benefits.  There's  less  pain 
and  suffering.  And,  if  you're  a 
$50,000-a-year  mid-level 
manager,  the  preparation  and 
convalescence  time  re- 
quired by  the  old  low-tech 
procedure  would  cost  you 
(or  your  employer)  over 
$6,700  more  than  the 
new-tech  lithotripsy. 

In  fact,  U.S.  medical 
technological  advances 
have  made  many  surgeries 
so  easy  that  more  than  half 
of  the  23  million  surgeries 
performed  every  year  in 
U.S.  hospitals  have  been 
done  on  an  outpatient  basis, 
with  no  hospital  stay  required. 
For  the  economy,  the  savings  in 
working  hours  lost  is  enormous. 
Take  those  kidney  stone  opera- 
tions, which  currently  cost  the  U.S. 
about  $2.4  billion.  About  10%  of  that 
cost  is  due  to  lost  wages.  But  the  old 
slice-and-remove  procedure  cost  the 
economy  over  ten  times  as  much  in 
lost  working  time. 

How  would  this  compare  with 
Canada,  whose  universal  health  care 
system  is  often  held  up  as  a  model  of 
what  the  U.S.  system  should  aspire  to? 

In  Canada,  spending  on  medical 
technology  is  already  regulated  by  the 
government.  As  a  result,  in  all  of 
Canada  there  are  just  12  of  the  new 
water  shock  wave  kidney-stone  crush- 
ing machines,  versus  377  machines  in 
the  U.S.  Even  adjusting  for  popula- 
tion differences,  Canada  has  fewer 
than  one-third  as  many  machines, 
which  suggests  that  Canada  is  paying 
a  very  high  bill  in  terms  of  lost  work- 


ing days,  and  painful  recuperations. 

Apart  from  technological  advance, 
there  is  another  reason  why  hospital 
stays  in  the  U.S.  are  short:  U.S.  health 
insurers  will  not- pay  for  unnecessary 
days  spent  in  the  hospital.  No  won- 
der. One  day  of  treating  a  patient 
costs  the  hospital  $752,  or  50%  more 
than  it  did  in  1986.  Some  of  that 
increase  can  be  traced  to  the  new 
technologies.  But  Joseph  Bast,  presi- 
dent of  the  Chicago- based  medical 
think  tank,  the  Heartland  Institute, 


treatments  before  signing  a  contra 
with  a  hospital,  had  the  shortest  ave 
age  length  of  stay  of  all  insured  p 
tients — just  4.4  days  last  year,  accor 
ing  to  the  annual  Marion  Merrell  Dt 
Managed  Care  Digest  report. 

The  Clinton  Administration  is  tr 
ing  to  sell  its  plan  as  a  managed  cai 
HMO-like  idea.  But  there  is  a  cruc 
difference  between  the  way  HMOs  a 
organized  today,  and  the  way 
which  the  Clinton-proposed  heal 
alliances  will  probably  be  organize 
Today,  HMOs  do  not  have  total  bu 
gets  imposed  on  them  by  the  gover 
ment;  budgets  are  worked  out  in  n 
gotiations  between  the  hmo  and  pr 
viders,  with  customers  (t 
mployers)  pressuring  them 
keep  costs  down.  But  t 
health  alliances  proposed 
the  Clintons  will  proh 
bly  have  governmer 


and  coauthor  of  Why  We  Spend  Too 
Much  On  Health  Care  And  What  We 
Can  Do  About  if,  says  much  of  the 
cost  increase  can  be  traced  to  the 
malpractice  litigation  explosion,  and 
the  extra  expenses  doctors  run  up  to 
protect  themselves  from  lawyers. 

To  defend  themselves  from  rising 
hospital  bills,  insurers  negotiate  hos- 
pital rates  and  closely  monitor  the 
lengths  of  stay.  "Try  to  keep  a  patient 
in  the  hospital  a  day  longer  [than 
absolutely  necessary],  and  you  have 
an  insurer  on  your  back,"  says  Adolph 
Hutter,  a  cardiologist  at  Massachu- 
setts General  Hospital.  Patients  en- 
rolled in  Health  Maintenance  Orga- 
nizations, which  limit  patients'  access 
to  specialists  and  negotiate  fees  for 


mandated  budgets 
price  controls,  in  oth 
words.  That  means  the  he 
pitals  may  end  up  with  a  < 
amount  that  they  can  spei 
each  year  on  treating  patients 
As  with  most  price  control  pr 
grams,  this  one  is  almost  certain 
create  shortages.  Hospital  admin 
trators  will  keep  the  relatively  chea 
to-care-for  patients  for  a  longer  tin 
and  make  expensive  patients,  w] 
really  need  care,  wait  for  beds.  Si 
Michael  Tanner,  a  health  and  welft 
studies  director  at  Washington's  Ca 
Institute:  "They  [hospital  admin 
trators]  will  like  patients  who  or 
need  to  be  fed  and  given  cle 
sheets — patients  who  use  the  ho 
function  of  the  hospitals.  But  the  v« 
sick  patients  will  have  to  wait  in  li 
[for  beds]." 

Tanner  notes  that  in  Canada,  p 
tients  who  end  up  in  hospitals  are  1< 
sick  than  American  patients,  and  st 
there  almost  twice  as  long.  "Long 
and  less  effective  hospital  stays  art 
possible  outcome  of  health  reform 
he  warns.  "It's  an  outcome  that  ] 
need  to  be  aware  of."  I 
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Saltwater  crocodiles?  Nine-foot  worms? 

Killer  jellyfish?  Who  are  you  trying  to  kid,  mate? 

Australia: 
Take  it  in  bites 


"GREAT  WHITE  SHARKS  aren't  worth 
the  worrying,"  the  mate  on  the  boat 
reassured  me  as  we  dropped  anchor  at 
a  dive  site  on  the  Great  Barrier  Reef, 
off  northeastern  Australia.  The  rascal 
waited  until  I  slipped  into  the  Coke- 
bottle-green  water  before  delivering 
the  zinger: 

"•Whites  take  only  a  few  people  a 
year,"  he  shouted  as  I  started  to  de- 
scend. "It's  the  saltwater  crocodiles, 
the  sea  snakes  and  the  stingers  you 
have  to  look  out  for." 

He  wasn't  fibbing.  Estuarine  crocs 
find  water  skiers  and  swimmers  quite 
toothsome,  and  poisonous  sea  snakes 
have  killed  more  than  a  few  divers. 
But  worst  of  all  are  the  stingers,  or  box 
jellyfish,  the  most  venomous  marine 
animals  in  the  world.  Rub  your  skin 
against  their  10-foot-long  tentacles 
and  you  could  be  history,  mate. 

But  get  this:  From  December 
through  May — Australia's  summer- 
time— stingers  blanket  most  of 
Queensland's  1 ,200-mile-plus  tropi- 
cal coastline!  No  one  ventures  into 
the  surf,  except  in  protected  enclo- 
sures. If  you  want  to  swim,  dive  or 
snorkel,  you  head  out  to  one  of  the 
offshore  islands,  which  are  free  of  the 
glutinous  killers. 

But  stingers  aside,  you  still 
wouldn't  want  to  visit  the  Reef  in 
summer,  anyway.  It's  too  bloody  hot, 
humid  and  rainy.  Best  time  to  visit  is 
April  through  November,  when  the 
weather  is  ideal  both  for  stinger-free 
water  sports  and  exploring  the  lush 
Daintree  Rainforest,  Cape  Tribula- 
tion (named  by  Captain  Cook  after 
his  ship  the  Endeavour  w  ent  aground 
there)  and  other  local  attractions. 

Best  place  to  stay  up  at  the  Reef: 
Sheraton  Mirage,  in  Port  Douglas, 
complete  with  its  own  rain  forest,  golf 
course  and  seven  swimmable  lagoons. 


If  the  family's  along,  rent  one  oft 
beachfront  condos  (about  $495  | 
night  for  a  two  bedroom  condo). 

l  or  a  one  day  excursion  on  t 
Reef,  try  the  Quicksilvercrw.se.  out 
Cairns  or  Port  Douglas.  The  boat 
big,  fast  and  comfortable,  and  i 
chors  at  a  fixed  platform  at  the  Ret 
outer  fringe.  The  diving  and  snork 
ing  are  superb  ( marine  biologists  a 
duct  excellent  tours;.  If  you  do 
want  to  get  wet,  there  are  boats  tl 
offer  underwater  viewing. 

Suppose  you  also  want  to  visit  t 
big  cities  in  the  southern  part  oft 
country — Sydney,  Melbourne,  A( 
laide  or  Perth.  You've  gone  all  tl 
distance,  so  you  might  as  well  takt 
all  in,  rightr 

Wrong.  For  down  south,  duri 
the  April  through  November  w  in 
period,  it's  relatively  cold  ( as  low  as 
Fahrenheit)  and  rainy.  Certainly  r 
beach,  boating  or  ideal  sight seei 
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bather. 

My  best  advice,  then,  is:  Forget 
xwt  trying  to  take  in  all  of  Australia 
,  one  visit.  Remember,  the  country  is 
>out  the  same  size  as  the  continental 

.S.  Take  it  in  bites,  in  season,  at 
isure.  Plan  to  visit  the  Reef  in  the 
cal  winter  season  (our  summer)  and 

dney,  Melbourne,  etc.,  in  summer 
>ur  winter). 

You  can  now  fly  directly  to  Cairns 
>ronounced  cans)  from  Los  Angeles 


ABOVE:  Tourist  at- 
traction in  Victoria 
Nine-foot 
worms,  too. 
LEFT:  The  Great 
Barrier  Reef 
The  world's  best 
snorkeling. 
BELOW:  Cape  York 
Peninsula 
Saltwater  crocs 
can  be  nasty. 


Sydney's 

celebrated  harbor 
No  need  to  wait 
until  the  year 
2000. 


Mossman  Gorge 
rain  forest 
In  tropical 
Queensland. 


or  San  Francisco,  nonstop, 
for   as    little    as    SI, 000 
round-trip.     Some  budget 
packages  even  include  accom- 
modation for  six  nights  at  that 
price,  even  in  the  peak  winter 
(i.e.,  our  summer)  season.  To  be 
honest,  though,  it  is  a  grueling 
flight,  14  hours  minimum,  Los 
Angeles  to  Cairns.  Leave  a  day  or 
two  to  recover  on  each  end.  I  don't 
recommend  it  for  anything  less  than  a 
two-week  visit.  Nor  do  I  really  recom- 
mend that  rock- bottom  tourist  class 
trip:  Business  or  first  class  is  the  way  to 
go  if  you  can.  If  you  don't  have 
enough  frequent-flier  miles  for  up- 
grades, see  if  you  can  borrow  against 
the  miles  you  will  earn  by  going. 
Qantas,  United,  Northwest  and  Air 
New  Zealand  are  the  scheduled  carri- 
ers to  Australia. 

Based  on  a  recent  visit,  here  are 
some  myths  I  gladly  debunk  about 
Australians  and  the  land  even  they  like 


to  call  Oz. 

■  Aussies  air  big  boozers.  They  like 
their  gargle,  true  enough.  But  they 
love  their  sports  even  more.  I've 
stepped  oxer  many  more  drunks  in 
Helsinki  or  Manhattan  than  in  Sydney 
or  Melbourne.  Even  journalists 
("journos")  watch  their  alcohol  in- 
take these  days,  as  the  laws  prohibit- 
ing driving  while  intoxicated  are 
strictly  enforced. 

Cirrhosis  of  the  liver  is  not  nearly  as 
big  a  health  threat  as  is  melanoma, 
from  overexposure  to  the  sun.  (The 
country  has  the  world's  highest  inci- 
dence of  skin  cancer.) 

Early  one  chilly  August  Sunday 
morning  in  Sydney,  I  was  awakened 
by  shouts  a  few  blocks  from  my  hotel. 
An  after-hours  club  emptying  of 
brawlers?  Hardly.  The  cries  came 
from  the  throats  of  43,000  runners 
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starting  on  an  8.4-mile  run  from 
downtown  to  Bondi  Beach.  They  par- 
tied  all  night  once  they  got  there,  but 
almost  all  of  them  arrived  there. 

■  Aussies  are  lazy.  The  legend  is  thai 
they  don't  like  people  who  work  too 
hard  or  succeed  too  quickly.  That 
they  hate  work  and  take  too  much 
time  off. 

But  socialist  government  policies, 
including  high  income  taxes,  have 
more  to  do  with  the  high  unemploy- 
ment rate  (especially  among  the 
young,  where  it's  a  frightfully  high 
20%)  than  they  do  with  lack 
of  enterprise. 

■  They  hate  Pommies  (Brits) 
and  adore  Tajiks  and  Maple 
Leafs.  Aussies  lend  a  cultur- 
al ear  to  the  East.  They  like 
American  movies,  TV,  mu- 
sic and  books.  So  they  like 
to  talk  to  Yanks.  But  they 
are  friendly — period — and 
like  to  chat — period.  My 
Pommy  wife  encountered 
nary  an  insult;  nothing  like, 
say,  New  York  City  on 
Saint  Patrick's  Day. 

The  society  is  about  as 
classless  as  one  can  get,  and 
no  one  is  intimidated  or 
impressed  by  another's  ac- 
cent, job,  attire,  income, 
sex,  age  or  background. 
Even  your  taxi  driver  or  bellman  (or 
woman )  will  talk  to  you  as  a  peer.  At 
the  Ritz-Carlton  in  downtown  Syd- 
ney, our  bellman  had  to  be  repeatedly 
persuaded  to  accept  a  tip. 

■  There  are  no  decent  guidebooks  to 
Australia.  There  are  now  two  that 
really  stand  out.  The  1993  Berlitz 
Australia  guide  ($1 3.95)  was  written 
by  locals  who  really  know  their  turf, 
and  their  prose.  Likewise,  if  you're 
headed  for  the  Reef,  Insight  Guides' 
The  Great  Barrier  Reef  (apa  Publica- 
tions) is  straight  from  the  shoulder, 
and  at  times  funny  as  hell  ($19.95). 

■  Sydney's  great,  Melbourne's  dull  or 
vice  versa.  Pet  the  locals  argue  over 
this,  as  they  do,  interminably.  Mean- 
time, enjoy  bodi  (they're  about  one 
hour  apart  by  plane).  Sydney's  cos- 
mopolitan charms  have  been  well  not 
ed.  For  pub  crawling  and  good  to  fine 
dining  there  is  the  Rocks  area,  for 
example,  right  on  the  famed  harbor. 
The  Opera  House  is  obligatory,  and 
the  local  opera  company  quite  good. 


The  Madama  Butterfly  we  saw  left 
nan  a  dry  eye  in  the  house.  Padding- 
ton  is  Greenwich  Village  without  the 
grime  and  crime;  King's  Cross  the  red 
light  district  without  being  tawdry, 
etc.  Part  of  the  joy  of  Sydney  was 
discovering  it,  cjuite  by  accident,  on 
our  own. 

Note:  Two  overnight  excursions 
worth  considering:  the  Blue  Moun- 
tains and  the  Hunter  Valley  wine 
district. 

Staked  through  a  wilderness  area 
that  is  heaven  to  the  bushwalker,  the 


The  Jamieson  Valley,  in  Blue  Mountain  country 
Less  than  two  hours  west  of  bustling  Sydney. 


walking  trails  in  the  Blue  Mountains, 
about  1  Vi  hours  west  of  the  city  by  car 
or  train,  were  designed  for  folks  in 
average  shape.  The  views  of  the  can- 
yon are  extraordinary.  Take  the  860- 
step  Grand  Staircase  into  Jamieson 
Valley,  through  a  quiet  glen  of  trees, 
and  on  to  Katoomba  Falls.  Just  be- 
yond, there  is  a  scenic  railway  to  take 
you  back  up  the  cliff. 

The  hour- and-a-half  trek  will  give 
you  a  hearty  appetite,  so  then  head  for 
Lilianfels  for  a  memorable  lunch  or 
dinner. 

If  golf  is  your  game,  stay  at  the 
Fairmont  Resort,  in  Leura,  which  also 
has  its  own  hiking  trails  and  a  cavelike 
hearth  round  which  locals  toast 
marshmallows  if  the  air  is  only 
slightly  nippy. 

About  three  hours'  drive  north  of 
Sydney  is  Hunter  Valley.  It  is  to  Aus- 
tralia what  Sonoma  is  to  California. 
Lots  of  vineyards  to  visit  and  sample, 
lots  of  small  inns  at  which  to  dine  or 
stay.  We  spent  time  with  legendary 


w  ine  expert  Len  Evans,  proprietor 
Rothbury  Estates  winery,  who  is  als 
sculptor,  architect,  scriptwriter  a 
raconteur.  Over  vintage  wines  at  t 
Pepper  Pot  Inn,  he  put  his  finger 
what  is  particularly  special  about  Ai 
tralian  wines:  "They  can  hold  th 
own  with  California,  but  who's 
argue  the  fine  points?  On  balan 
they're  simply  the  best  value  for  m< 
ey  in  the  world."  Melbourne  is  qui 
er,  gentler,  more  Victorian  than  S\ 
ney.  Like  Boston  on  Sunday,  with  S 
Francisco's  cable  cars.  Great  rests 
rants  (don't  miss  Stephs 
I  ie's),  shops,  museums,  tl 
\  ater  and  opera  and  a  fi 
|  zoo.  And,  two  hours  soi 
of  the  city,  Phillips  Islai 
where  you  can  watch  t 
foot-high  fairy  pengu 
come  ashore  promptly 
dusk  and  scurry  up  t 
dunes  to  their  nesti 
spots. 

En  route,  you'll  p 
some  tourist  traps  that  h; 
decidedly  local  touch 
Wombat  World,  for  exa 
pie,  which  is  aswarm  w 
the  little  buggers.  Next  t< 
is  a  worm  farm,  with  spe 
mens  as  thick  as  a  gard 
hose  and  up  to  9  feet 
length. 

Victoria  (the  state  that  Melbout 
is  in)  also  boasts  an  excellent  wi 
district  worth  visiting,  and  south 
the  city  die  famous  coast  road  i: 
must  in  summer. 

Miscellaneous  tips:  Woolen  goc 
and  locally  designed  T  shirts,  soi 
featuring  Aboriginal  designs,  ma 
good  gifts.  For  yourself  get  a  Dri: 
bone  raincoat,  great  for  really  rott 
weather  (about  $80)  and  a  wide-br 
bush  hat  ($50).  .  .  .  Light  beer  as 
know  it  is  very  hard  to  coi 
by.  .  .  .  The  most  easilv  found,  dec? 
Australian  wine  you'll  find  back  in  t 
U.S.  is  Jacob's  Creek  Cabernet  S£ 
vignon  (about  $6 ).  A  very  good  wh 
worth  looking  for  is  Rothbury  Esta 
Chardonnav  (about  $9).  .  .  .  I 
change  rate  ($1=  0.66A)  is  terri 
these  days.  Prices  for  most  things  r 
fair  to  very  reasonable. 

And  yes,  it  is  true,  as  it  is  everywh( 
in  the  southern  hemisphere: 
The  water  does  flush  counterclot 
wise.  -W.G.F.  I 
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Slay  at  a  hotel  in  Qatar  inspired  by  the 
pyramids.  A  tower  overlooking  the  water 

in  Chieago.  A  pink  palaee  in  Waikiki. 
You'll  find  that  eaeh  of  our  more  than  400 
hotels  in  60  countries  is  one-of-a-kind. 
With  services  and  amenities  inspired 

OUR  HOTELS 
AREN'T  INSPIRED  BY 
OTHER  HOTELS. 

by  our  experience  with  travelers 
around  the  world.  For  reservations, 
call  your  travel  professional  or 


800-325-3535.  And  remember  to  join 
the  new  ITT  Sheraton  Club  International 


on  your  next  stay. 


I  jj  UU  Sheraton 

OUR  WORLD  REVOLVES  AROUND  YOU 


COLLECTORS 

PERSONAL  AFFAIRS 

By  touting  its  products  as  collectibles,  Swatch  has  a  big  advantage  in  the 
otherwise  crowded  market  for  cheap  fashion  watches. 

"When  they  think  they're 
investing,  the  sale's  easier' 


By  Suzanne  Oliver 

Juntas  i  he  <  OMPANY'S  flacks  had  pre 
dieted,  there  they  were  on  the  night  of 
Oct.  12,  huddled  on  the  sidewalk 
outside  the  Tourneau  w  atch  store  on 
Madison  Avenue  in  New  York  City.  A 
diehard  clutch  of  Swatch  watch  col- 
lectors, determined  to  get  first  crack 
at  the  new  platinum  Swatch  watches 
going  on  sale  the  next  morning. 

This  was  no  screaming  bargain  they 
spent  the  night  waiting  tor:  The  plati- 
num Swatches  fetched  a  hefty  $1,618 
a  copy. 

Shortly  before  10  a.m.  the  crowd 
had  swelled  to  about  50,  and  all 


Swatchtables  by  Alfred  Hofkunst 

From  $100  each  in  1991  to  $300  today. 


looked  on  eagerly  as  wooden  crates 
filled  with  Tresor  Magique  platinum 
Swatch  watches  were  unloaded  from 
an  armored  truck. 

Finally,  the  collectors  were  let  into 
the  store  one  at  a  time  to  make  their 
buys.  Each  left  smiling,  with  a  pack 
age  containing  the  platinum  Swatch 
handcuffed  to  his  or  her  wrist. 

The  scene  was  more  or  less  identical 
at  13  other  watch  retailers  across  the 
country  on  Oct.  13,  as  collectors 
snapped  up  all  1,500  Tresor  Magi- 
ques  for  sale.  Only  12,999  Tresor 
Magiques  were  produced.  Earlier  in 
the  month  the  ones  offered  in  Europe 
sold  out  in  a  day. 

This  Swatch  sellout  was  calm,  how- 
ever, compared  with  last  Christmas' 
limited  edition  special,  the  SI 00 
Chandelier  Swatch.  Fights  broke  out 
after  collectors  paid  homeless  people- 
to  stand  in  line  for  them. 

A  Swatch,  clearly,  is  not  just  a 
watch,  it's  a  collectible.  These  Swatch 
specials  are  limited  editions.  The 
manufacturer  promises  that  once  the 
edition  is  sold,  no  more  will  be  of- 
fered. Swatch  has  discovered  that  sell- 
ing collectibles  is  much  more  profit- 
able than  selling  inexpensive  novelty 
timepieces. 

Ever  since  Swatch  watches  first 
came  on  the  scene  in  1983,  Nicolas 
Hayek,  chairman  of  SMH  Group,  the 
company  that  makes  them,  has 
pushed  the  idea  that  his  customers 
should  own  not  one  Swatch  but 
many.  One  for  the  beach,  one  for  the 
office,  one  to  match  this  or  that  outfit, 
and  so  on.  He  wasn't  just  producing 
quality  timekeepers.  He  w  as  produc- 
ing fashion  items. 

As  Swatch  churned  out  more  and 
more  different  models  to  catch  differ- 


ent fashion  trends,  Swatch  watches, 
their  almost  infinite  variety,  began 
attract  collectors.  Hayek  insists  t 
collecting  began  spontaneous 
Maybe  so,  but  Hayek  has  cert  an 
nurtured  the  collecting  craze  mast 
fully  in  recent  years. 

There  are  now  close  to  1,000  e 
ferent  kinds  of  Swatches,  and  rougl 
125  new  ones  are  created  even  ve 
Old  Swatch  designs  are  never  resf 
rected.  Once  they  sell  out,  that's  it 

The  collectibility  of  Swatches  gi' 
Hayek  a  big  marketing  edge  over  t 
emulators  like  Fossil  (sec  p.  224)  tl 
have  followed  Swatch  into  the  boo 
ing  market  for  cheap  fashion  w  atch 

As  in  couture,  each  year  two  Swal 
collections  of  60  watches  each  ; 
introduced,  in  the  spring  and  fall.  T 
watches  are  priced  from  $40  for  t 
basic  Swatch  to  $80  for  the  Swat 
Chrono.  Then  there  are  special,  linj 
ed  edition  Swatches,  typically  pric 
at  $80  apiece.  Tresor  Magique  is  t 
first  expensive  exception.  Limit 
editions  are  generallv  made  in  bate] 
of 9,999  or  so. 

In  its  early  years  Swatch  distribul 
promotional  watches  that  were  pi 
duced  in  very  small  numbers.  Th( 
watches  have  the  highest  value 
collectors. 

In  1983,  for  example,  smh  gi 
200  Jelly  Fish  Swatches  to  journals 
present  at  its  very  first  press  coni 
ence.  Those  watches  are  worth  the 
sands  today. 

Other  early  Swatches  now  cage 
sought  by  collectors  include  t 
White  Olympia,  made  to  commeir 
rate  the  1984  Olympics,  and  the  19 
pink-faced,  lace-swathed  Veh 
Underground. 

Another  prize  is  the  Kiki  Picas: 
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adc  in  1985  by  French  artist  Chris- 
in  Chapiron  (Kiki  Picasso  was  his 
eudonym).  The  watches  were  given 
140  vips. 

SMH  began  making  limited-edition 
patches  for  retail  sale  in  1985,  and 
is  been  doing  it  since.  In  the  U.S. 
at  year,  Swatch  sold  9,999  each  of 
o  styles  of  Breakdance  Swatch, 
ade  to  commemorate  the  world 
eak  dance  championship  hosted  by 
latch  in  New  York  City. 
Hiring  well-known  artists  to  design 
oited  edition  watches  soon  fol- 
ded. In  1986  it  was  American  artist 
;ith  Haring,  the  next  year  Belgian 
tist  Jean-Michel  Folon,  and  in  1988 
panese  artist  Tadanori  Yo  Koo.  Car- 
onists  and  fashion  designers  also 
ed  their  hand,  and  before  long  col- 
:tors  in  Europe  were  snatching  up 
ery  Swatch  they  could  get  their 
nds  on. 

In  1990,  however,  Swatch  got  itself 
:o  a  bit  of  a  jam  when  it  donated  99 
itches  for  a  charity  auction  conduct- 
by  Sotheby's  in  Milan.  One  of  the 
jatcb.es  donated  was  the  rare  Jelly 
>h.  It  sold  well — too  well.  It  made 
z  astonishing  price  of  $17,000,  for 
lat  was  originally  a  giveaway. 
Well,  it  turns  out  the  $17,000  was 
id  by  someone  who  had  a  keen 
:erest  in  setting  such  a  high  price — a 
'atch  dealer  (Forbes,   Oct.  29, 

V0).  Hayek  later  forbade  o  

lployees  to  participate  in 
to  donate  Swatches  to 
:  aftermarket. 
Though  it  happened 
lire  slowly  than  in  Eu- 
pe,  Swatch  collecting 
jght  on  in  the  U.S.,  too. 
;ty  two-year-old  Beverly 
lis  resident  June  Berliner 
ginally  wore  Swatches 
cause  she  liked  the  col- 
>,  and  also  to  engage  in 
ne  reverse  snobbery  with 
rrich  friends.  She  bought 
zens  to  go  with  different 
tfits. 

Then,  one  day  in  1991, 
rliner  read  about  the  im- 
nding  one-day  sale,  in 
;ht  U.S.  cities,  of  a  limit- 
edition  of  Swatchtables, 
signed  by  Austrian  artist 
fred  Hofkunst.  Once  on 
e,  the  collection  of  9,999 
d  out  within  hours.  That 


Latest  sellout:  the  $1,618  platinum  Swatch,  Tresor  Magique 

Fans  slept  on  sidewalks  to  get  one  of  the  1,500  sold  in  the  U.S.  on  Oct.  13. 


hooked  Berliner. 

Her  collection  now  tops  1 ,000,  and 
she  is  one  of  only  three  Americans 
who  have  ever  been  invited  to  join  the 
Leading  Collectors  Worldwide  of 
Swatch  club,  the  most  prestigious  of 
the  independent  clubs. 

Swatch,  too,  has  its  own  collectors' 
club,  which  it  started  in  1991 .  Mem- 
bership is  $100  each  year,  which  gets 


Nicolas  Hayek,  chairman  of  SMH  Group,  maker  of  Swatches 
Nurturing  the  craze  with  limited  editions. 


you  a  newsletter  and,  of  course,  a 
limited  edition  Swatch  just  for  club 
members.  Worldwide  membership  is 
100,000,  with  10,000  in  the  U.S. 

Swatchmania  is  encouraged  by 
people  like  Raman  Handa,  owner  of 
the  Boston  Swatch  store.  In  October 
Handa  sponsored  the  Boston  Swatch 
Exchange,  which  drew  more  than 
1,000  people.  Handa  sold  almost 
10,000  new  Swatches  that 
weekend. 

"When  they  think  they 
are  investing,  it  makes  the 
sale  much  easier,"  he  says. 

Handa  is  talking  about 
perception.  What  about  re- 
ality? In  fact,  most  Swatch- 
es have  appreciated  only  a 
little.  Most  ordinary 
Swatches  fetch  under 
$200,  and  at  a  June  auction 
in  Zurich,  Switzerland, 
even  the  highly  prized  lellv 
Fish,  still  wrapped  in  its 
original  packaging,  sold  for 
only  about  $4,200. 

For  current  prices,  con- 
sult Watchers,  a  Swatch 
newsletter,  and  the  Collec- 
tor's Guide  for  Swatch 
Watches,  both  published  by 
Wolfgang  and  Brigitte 
Schneider,  P.O.  Box  1663, 
Palm  Springs,  Calif  922o?>, 
019  778-2892.  mm 
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Working  with  your  spouse  can  he  tricky. 
Especially  if  your  wife  is  like  Ken  Bajaj's, 
and  you  don't  have  any  stock  in  the  company. 

Yes,  dear 


By  Brigid  McMenamin 

To  "Mommy  Track"  and  "House 
Husband,"  it's  time  to  add  "Wife-As- 
Boss"  to  the  growing  list  of  changing 
relationships  at  work.  The  National 
Foundation  tor  Women  Business 
Owners  figures  6.5  million  American 


women  own  businesses.  How 
cmplov  their  own  husbands? 


many 
More 


than  you'd  think. 

We  don't  have  any  hard  numbers, 
and  neither  does  anyone  else,  but  the 
anecdotal  evidence  is  strong  and 
growing.  The  roster  of  wife  bosses 
includes  trendy  New  York  designer 
Donna  Karan  (her  husband  Stephan 
Weiss  is  vice  chairman  and  co-chief 


executive  of  the  company  that  be 
her  name)  and  Gloria  Bohan  at  On 
ga  World  Travel  (1992  sales-$3 
million),  whose  husband,  Daniel 
the  chief  operating  officer.  That  k 
of  working  relationship  can  bring  s 
cial  pressures  to  bear  on  the  busin 
and  the  marriage. 

Consider  Kavelle  and  Ken  Baja 
pair  of  immigrants  from  India,  w 
run  Bethesda,  Md. -based  [-NET,  Ii 
a  thriving  $95  million  (1992  re 
nues)  company  that  designs  '<. 
maintains  computer  network  systei 
Kavelle,  43,  is  president  and  cl 
executive  and  owns  more  than  t\ 
thirds  of  the  privately  held  fin 
stock.  She  calls  all  the  shots  fror 
corner  office  across  the  building  fr 
Ken,  51,  the  chief  operating  offi< 
"The  buck  stops  here,"  says  Kavel 


l-NET  founder 
Kavelle  Bajaj  wit 
her  husband,  Ki 
"In  my  positio 
you  can't 
get  mad 
and  say, 
I  quit.' " 
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kC—  for  Human  Potential 


Driving  the  ten-year-old  second  car 
didn't  worry  me — until  my  job  moved 
down  the  road  fifty  miles.  For  his  own  peace  of  mind, 
y  husband  gave  me  an  NEC  portable  phone. 
I  didn't  realize  what  a  good  idea  it  was 
until  the  fan  belt  broke  in  the  middle  of  nowhere." 


Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
UitraLite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and  <s> 
communications  technology. 
In  businesses  large  and  small. 
In  public  and  private  insti- 


tutions.  In  homes  across  ^/P 


the  country.  NEC  is  a 
part  of  people's  lives. 


For  more  information,  call  us  at  1-800-338-9549. 


TimeyS, 


lebrating  30  years  in  America. 


1  low  's  that  working  out?  "It  is  an 
experience,  believe  me,"  says  Ken. 
"She  takes  care  of  contracts  and  Finan- 
cials. I  take  care  of  business  develop- 
ment and  operations.  I'm  left  alone  to 
do  what  I  want  to  do." 

Sort  of.  Both  concede  they  clash 
openly  about  how  much  new  business 
I-NET  can  handle.  "If  he  had  his  way," 
she  scoffs,  "he  would  go  and  turn  it 
into  a  billion-dollar  corporation  next 
year."  Ken  wants  to  bring  in  big 
accounts  like  a  billion-dollar  job  for 
NASA mHuntsville,  Ala.  and  to  expand 
overseas.  Kavelle  is  more  cautious.  It 
you  bring  in  more  business  than 
you  can  handle,  she  counters,  you 
fall  flat  on  your  face. 

So  they  debate.  Both  in  the 
office  and  at  home  on  their  5 -acre 
Potomac,  Md.  estate,  where  they 
live  with  their  two  sons,  ages  14 
and  16.  "It  does  get  a  little  vio- 
lent from  time  to  time,"  sighs 
Kavelle.  "I  think  it  bothers  the 
kids."  But  it  doesn't  bother  her. 
"People  need  to  vent  it,"  she 
shrugs. 

Friends  rib  Ken  about  working 
for  his  wife.  "He  tells  me  he's  put 
up  with  a  lot  of  crap,"  says  Ka- 
velle. But  Ken  shrugs  it  off.  "In 
my  position,"  he  says,  "you  can't 
get  mad  and  say,  'I  quit.''  " 

How  did  Ken  wind  up  in  this 
situation?  It  all  started  back  in 
1982,  when  he  was  in  the  Wash- 
ington, D.C.  office  of  Ross  Pe- 
rot's Electronic  Data  Systems 
Corp.  He  came  up  with  a  plan 
that  got  EDS  a  $656  million  con- 
tract with  the  U.S.  Army.  So  EDS 
made  him  vice  president.  ■ 

Ken  figured  his  new  job  would 
mean  less  time  at  home,  so  he  urged 
Kavelle  to  keep  busy  by  going  into  the 
computer  services  business.  She  had 
taken  a  few  data  processing  courses. 
He  gave  her  $5,000  to  buy  some 
equipment. 

At  first  Kavelle  did  word  processing 
in  her  basement.  But  she  dreamed  of 
bigger  things.  In  1984  Ken  intro- 
duced Kavelle  to  an  EDS  marketing 
manager  named  Gary  Everett.  She 
promised  Everett  an  interest  in  a  new 
company  if  he  would  quit  his  job  to 
help.  Kavelle  and  Everett  were  just 
getting  I -NET  off  the  ground  when 
General  Motors  took  over  EDS  and 
asked  Ken  to  move  to  Detroit. 


That's  when  Ken  discovered  that 
his  traditional  wife  wasn't  so  tradi- 
tional after  all.  "I  refused  to  go,"  says 
Kavelle.  Ken  went  to  Detroit  alone. 
For  two  years  he  flew  home  to  Mary- 
land every  weekend  to  see  his  wife  and 
children. 

In  1988  Ross  Perot  decided  to  get 
back  in  business  with  a  startup  called 
Perot  Systems.  He  landed  a  multi- 
million-dollar contract  to  do  data 
processing  for  the  Postal  Service,  and 
promised  his  old  pals  stock  if  they'd 
leave  EDS  and  come  to  work  for  him. 

"I  knew  he'd  take  care  of  me,"  savs 


Donna  Karan  and  husband,  Stephan  Weiss 
Making  it  work. 


Ken.  So  he  left  the  security  of  EDS — 
and  took  a  pay  cut  to  $122,000  from 
at  least  $250,000  including  stock — to 
join  Perot  Systems  in  Virginia. 

But  the  Postal  Service  contract 
turned  out  to  be  too  good  to  be  true, 
and  it  fell  through.  Then  EDS  sued 
Perot  for  raiding  its  best  people.  It 
looked  like  a  long,  uphill  battle  for 
Perot  Systems. 

Over  at  I -NET,  Kavelle  was  flourish- 
ing with  about  100  professional  em- 
ployees and  $500,000  in  profits  on 
annual  revenues  of  $8  million  in 
1988.  That  year  Kavelle  asked  Ken  to 
come  on  board.  "He  was  one  of  my 
toughest  recruits,"  she  says. 


"It  was  a  tough  decision  betwe 
Ross  Perot  and  your  wife,"  says  Kc 
"I  w  as  kind  of  concerned  that  I  N 
might  not  work  out."  And  kavc 
wasn't  promising  Ken  stock.  But  s 
was  his  w  ife,  "and  she  needed  help 
he  says. 

So,  only  six  months  after  joini 
Perot  Systems,  Ken  left  in  1988 
work  for  Kavelle  for  just  $110,000 
another  pay  cut.  "I  thought  if  Pei 
Systems  can  make  it,  I  can  ma 
I  net,"  he  says. 

It  looks  as  if  he  has.  Today  I  NET  1 
1,500  employees  in  36  locations.  L 
year  revenues  topped  $95  rr 
lion,  and  the  company  is  looki 
for  capital  to  finance  further  ( 
pansion  so  it  can  go  public 
1995. 

Ken  still  doesn't  own  a 
stock,  but  he  claims  that  does 
bother  him.  "Where  I  coi 
from,  marriage  is  a  partnership 
he  says.  "So  she  ow  ns  the  comj 
ny.  I  personally  feel  that  I  owl 
also." 

Maybe  so  in  a  com m tin 
property  state  like  California.  F 
not  in  Maryland,  where  a  jud 
would   determine    how  mu 
money  each  part}'  would  get 
they  split.  Ken  isn't  concern 
about  that  possibility.  "You  go 
have  faith  in  partners,"  he  says 
Tell  that  to  Gary  Everett,  w 
gave  up  his  job  at  EDS  to  h< 
Kavelle  start  I  net.  She  promis 
Everett  in  writing  that  he'd  j 
nearly  25%  of  the  stock  in  1 
company.  But  when  she  inc< 
porated,  she  didn't  give  hin 
single  share.  For  three  years  j 
refused  to  let  Everett  see  1 
books  or  share  in  the  profits,  insisti 
he  was  just  an  employee.  When 
gave  up  and  sued  to  dissolve  th 
partnership,  Kavelle  fired  him. 
1989  a  federal  judge  ordered  her 
give  Everett  his  stock.  But  the  forn 
partners  are  still  in  litigation,  t 
time  over  his  contention  that  Kavc 
diluted  his  interest  by  issuing  m( 
shares. 

Kavelle  savs  she  may  put  in  a  st( 
option  plan  for  all  I  net's  senior  m; 
agement,  including  her  husband.  1 
nothing's  definite  yet. 

Ken  laughs  nervously  when  aske< 
Kavelle  might  someday  deal  him 
"I  hope  so!"  he  says. 
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Although  the  McCooey  brothers  and  their  sister 
have  always  been  reminded  of  their  striking  similarities, 
it  is  their  differences  they  have  always  insisted  on. 

it  is  no  wonder  then,  that  each  owns 
a  different  waterman  pen.  for  while  style  is  key, 
individuality  is  still  everything. 


WATERMAN  m 


There  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 


FACES  BEHIND  THE  FIGURES 

EDITED  BY  JOHN  R.  HAYES 


The  Spamburger  man 

Spam,  that  venerable  canned  pork  mix 
item,  is  not  exactly  a  gourmet's  de- 
light. It's  what  people  tended  to  serve 
when  the  grocery  money  ran  low  or 
when  there  was  nothing  else  in  t  he- 
house.  Yet,  surprisingly,  Spam  has 
been  something  of  a  growth  product 
in  recent  years.  The  flagship  product 
of  $2.8  billion  (sales)  Hormel  Foods 
Corp.,  Spam  retains  80%  of  its  sales 
category,  while  private-label  players 
have  slipped  from  3.8%  to  2.8%  in  the 
past  year.  But  what's  really  impressive: 
Spam  sales  are  up  26%  in  two  years. 

"I  do  not  believe  in  the  terminol- 
ogy of  mature  brands,"  proclaims 
Joel  Johnson,  50,  the  man  responsi- 
ble for  Spam's  brand  rejuvenation.  "If 
a  business  is  not  growing,  it's  not 
healthy." 

Johnson  was  recruited  from  Kraft 
General  Foods  two  years  ago  by  Hor- 
mel Chief  Executive  Richard  Knowl- 
ton,  who  had  pushed  the  company 
into  more  brand -name  products  and 


was  looking  for  a  marketer  to  succeed 
him.  Johnson's  background  was 
ideal:  He  had  flogged  Tang,  Kool 
Aid,  Maxwell  House  and  Sanka,  and 
had  learned  the  meat  business-  at  Os- 
car Mayer,  where  he  launched  the 
popular  Lunchables  line  in  1989. 
Spam's  success  helped  him  earn 
Knowlton's  job  in  September. 

How  did  Johnson  get  a  58-year-old 
product  moving  again,  a  product 
whose  name  had  become  something 
of  a  joke?  County  fair  promotions, 
supermarket  merchandising  displays 
and  selling  to  new  accounts  like 
Kmart  helped.  But  the  real  sales  push 
came  from  what  in  Johnson's  market- 
speak  language  is  called — no  kid- 
ding— a  "novel  usage  occasion." 

Johnson's  great  coup  was  the 
Spamburger  campaign.  Most  people 
kept  Spam  on  hand  just  in  case  they 
needed  a  meat  product  and  the  stores 
were  closed  or  the  roads  were  slippery 
or  something  like  that.  "For  those 
households  that  might  stock  Spam 


Hormel  Foods'  Joel  Johnson 
Give  'em  Spam. 


just  for  emergencies,"  he  says,  " 
wanted  to  give  them  a  reason  to  us 
ever)'  day."  In  a  $14  million  mark 
ing  blitz,  Johnson  was  able  to  c< 
vince  many  consumers  that  a  m 
patty  made  out  of  Spam  was  just 
good  as  a  hamburger.  He  thus  rep< 
tioned  the  brand  and  gave  it  new  1 

Johnson  notes  all  you  have  to  di 
slice  off  some  Spam  and  cook  it 
No  messy  thawing  and  frying 
ground  beef.  "It's  the  only  hambu 
er  made  out  of  ham,"  he  says. 

What's  next?  Johnson  says 
might  be  interested  in  acquiring  so 
"mature"  brands  from  other  fi 
companies.  But  he  also  has  plans 
expand  Hormel's  new  ethnic  fc 
products  and  its  Light  &  Lean  ( 
meats.  "These  look  like  niches  t 
will  endure,"  he  says.  "I'd  ah* 
rather  be  a  leader  in  a  unique  nil 
than  participate  on  an  undifferent 
eci  basis  in  a  huge  market." 

Not  a  pretty  sight 

Jean- Louis  Gassee  quit  studying 
a  mathematics  Ph.D.  in  his  nal 
France  and  went  to  work  selling  ins 
ance  door-to-door.  He  later  worl 
as  a  maitre  d'  in  a  Parisian  strip  jo 
"I  discovered  I  was  a  peddler," 
says,  "not  a  mathematician." 
soon  proved  able  to  peddle  hims 
In  1968,  when  he  was  24,  he  tall 
his  way  into  a  job  at  Hewlett- Packs 
helping  to  launch  its  first  desk 
computer  in  France.  Gassee  j 
wouldn't  take  no  for  an  answer, 
asked,  'Would  you  like  me  to  sit  in 
lobby  for  ten  minutes  while  you  m 
up  your  minds?'  " 

His  persistence  still  paying  off, 
years  later  he  joined  Apple  Compi 
as  general  manager  of  its  fledgl 
French  operations.  When  John  S< 
ley  pushed  out  cofounder  Steve  J< 
in  1985,  Gassee  moved  up,  tak 
charge  of  product  development  ; 
becoming  number  two  to  Sculley. 
left  after  his  own  clashes  with  Scul 
"Sculley  and  I,"  he  says,  with  a  re: 
ence  to  Sculley's  pre-Apple  can 
"were  like  mixing  Bordeaux  wine  ; 
Pepsi-Cola." 

The  parting  was  hardly  painful 
Gassee,  who  got  $3.5  million  se\ 
ance  from  Apple.  With  that  and  so 
help  from  investors,  Gassee  starte 
company  called  Be  Inc.  in  1990. 
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i  Protection  from  a 
Different  Perspective. 

A  perspective  on  business  insurance  that  comes  from  a 
combination  of  international  roots  with  national 
presence.  Strength  and  stability  with  experience  and 
innovation. 

For  protection  from  a  different  perspective,  get  behind 
the  shield. 


Royal  Insurance 

Your  Shield  Against  the  Unexpected. 


©  Royal  Insurance.  9300  Arrowpoint  Boulevard,  Charlotte  NC  28201-1000 
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do  what?  The  49-year-old  Gass6e 
won't  say.  Is  it  anything  like  Apple's 
Newton,  a  product  he  worked  on 
while  at  that  company?  He  will  say 
only  that  his  16-person  staff  is  work 
ing  on  something  smaller  than  a 
breadbox  but  not  hand  held;  that  it's 
not  a  business  product  but  not  a  game 
computer,  either. 

VVhv  so  coy?  The  secrecy  reflects  his 
own  marketing  credo:  Produce  first, 
hype  later.  "My  company  is  like  a 
construction  site,"  he  says,  "and  like- 
all  construction  sites,  this  one  is  not 
pretty.1''  And  like  a  construction  site 
shielded  from  public  view,  it  gener- 
ates its  own  excitement  and  curiosity 
and  advance  billing. 

-Steven  Zausner 


Desperately  seeking 
$40  billion 

It-  YOU  WANT  TO  KNOW  why  the  com 
rrrunists  in  Hanoi  and  Ho  Chi  Minh 
City  (nee  Saigon)  want  the  Clinton 
Administration  to  end  the  embargo 
against  Vietnam,  listen  to  courtly 
Nguyen«Xuan  Oanh.  "If  our  econo- 
my is  to  take  off  and  create  enough 
jobs,  we  need  sustainable  growth  of 
8%  to  10%  a  year,"  says  Oanh.  "But  to 
do  that,  we  must  invest  $40  billion  by 
the  end  of  the  decade." 

Oanh,  72,  was  a  member  of  the 
Donjj  Dm  ("Look  East")  movement 
that  fought  for  independence  from 
France.  He  studied  in  Japan  during 
the  1940s,  earned  his  doctoral  degree 
in  economics  at  Harvard  University  in 

Jean-Louis  Gassee 
of  Be  Inc. 
Produce  first, 
hype  later. 


Nguyen  Xuan 
Oanh,  Vietnam's 
financial  architect 
The  country 
needs  8%  growth 
just  to  stay  even, 


the  early  1950s  and  taught  at  Ha 
ford's  Trinity  College.  In  1963 
returned  to  South  Vietnam  and  I 
came  one  of  its  top  technocrats. 
1 965-66  he  was  acting  prime  minisi 
under  Nguyen  Van  Thieu.  When  S 
gon  fell  in  1975,  Oanh  was  plac 
under  house  arrest  for  nine  montl 
but  his  captors  decided  that  he  v 
ab<  >ve  all  a  patriot  and  that  they  mitJ 
need  his  skills  and  Western  contac 
So  they  let  him  go. 

A  wise  decision.  By  the  late  197 
Hanoi's  central  planners  had  all  I 
destroyed  Vietnam's  rice -based  ec< 
omy.  In  1981  Oanh  was  asked 
draw  up  a  plan  for  liberalizing  t 
economy.  His  recommendatio 
Abolish  central  planning,  open  t 
country  to  foreign  trade  and  invc 
merit,  and  allow  foreign  investors 
repatriate  profits  freely. 

Adopted  in  1986,  Oanh's  refor 
have  already  borne  fruit.  Vietn; 
now  exports  a  growing  rice  surpl 
Over  $6  billion  in  private  forei 
capital — mainly  from  Hong  Koi 
Taiwan  and  Australia — has  flow  ed 
chasing  labor  that  commands  1 
than  SI 00  a  month.  Oil  exports 
up.  Inflation  is  down  to  around  17 

The  snake  in  the  grass  is  unempl< 
ment — a  rough  estimate  is  25%.  1 
population  is  now  at  71  million,  an 
million  Vietnamese  enter  the  w< 
force  every  year.  Oanh  says  Vietn 
must  grow  at  least  8%  a  year  for  t 
next  several  years  simply  to  stay  ev 
Anything  less,  and  the  standard 
living  deteriorates  again.  Hence  I 
need  for  all  that  foreign  capital. 

Most  of  the  $40  billion  will  have 
come  from  private  investors  arou 
the  world.  "If  your  President  lifts  1 
embargo,  I'm  sure  investment  fr< 
the  U.S.  will  start  to  flood  into 
country,"  says  Oanh,  patriotically. 

-Lawrknck  Mina 


Finding  his  way 

From  EXPERIENCE,  Arctic  mount 
explorer  Stephen  Trafton  knows  h 
to  tell  which  way  is  up  when  buriec 
an  avalanche:  He  spits  and  digs  in 
opposite  direction  to  the  way  the  5 
dribbles. 

As  chairman  of  California's  S 
billion  (assets)  Glendale  Feck 
Bank,  Trafton  has  also  shown  he  < 
find  his  way  around  troubled  finani 
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RIGHT: 

Stephen  Trafton, 
chairman  of  Glendale 
Federal  Bank 
Master  of  the 
spitting  process. 


BELOW: 

Jeffrey  Silverman, 
chairman  of  Ply  Gem 
Industries 
Disappointed  by 
Wali  Street. 


institutions.  "What's  the  spitting  pro 
cess  in  banking?"  asks  Trafton,  47. 
"It's  getting  down  below  the  first 
three  or  four  levels  and  talking  with 
midlevel  and  lower-level  managers 
about  their  business.  What  works 
right,  what  doesn't  work  right?  What 
are  the  dumb  policies  and  excess 
paperwork?" 

Those  interviews,  conducted  after 
Trafton  joined  Glendale  in  1990,  led 
to  his  first  dramatic  step  in  turning  the 
thrift  around:  a  40%  staff  reduction 
that  cut  $105  million  from  the  bud- 
get. The  second  step  was  boosting 
reserves  and  dumping  bad  assets  at  a 
cost  of  $700  million  pretax.  Then 
came  a  race  to  raise  half  a  billion 
dollars  in  private  new  equity  before 
regulators  closed  down  the  bank  this 
year.  Trafton  completed  the  recapital- 
ization in  3V2  months  on  Sept.  30. 

"There  was  never  any  doubt  in  my 
mind  that  we  were  going  to  get  it 
done,"  says  Trafton,  a  Washington 
State  University  zoology  major  who 
wound  up  in  banking  by  taking  a 
summer  job  as  a  teller.  That  led  to 
investment  management,  which  led 
to  Wall  Street,  which  led  to  turn- 
around work  at  San  Francisco's  Hi- 
bernia  Bank  and  Buffalo's  Goldome. 

Now  Trafton  wants  to  add  to  his 
banking  experience.  "I'm  very  much 
interested  in  becoming  known  as  a 
marketer  as  well  as  a  cost-cutter,"  he 
says.  That  means  selling  mortgages, 
brokerage  services  and  insurance 
products  to  middle-class  customers  in 
old-fashioned  community  bank 
branches.  Trafton  figures  on  stealing 
lots  of  business  from  commercial 
banks.  "The  kind  of  banks  with  long 
lines  coming  out  the  door,"  he  says. 

Confident  that  Glendale  will  turn 
profitable  next  year,  Trafton  is  block 
ing  out  time  for  his  thirteenth  Arctic 
expedition  next  summer.  "I  stressed 
myself  out  here,"  he  says.  "Now  I 
want  to  stress  myself  out  physically." 

Home  improvement? 

Jeffrey  Silverman  is  chairman  of  Ply 
Gem  Industries,  Inc.,  a  building 
products  company  with  $623  million 
in  sales  and  profits  of  only  $6  million. 
Last  year  he  paid  himself  a  very  hefty 
$2.5  million,  one-fifth  of  which  was 
incentive  compensation  for  good  per- 
formance.  Meanwhile   Ply  Gem's 


stock  trades  almost  12%  below  its 
1987  high  of  17%.  "I  am  disappoint- 
ed," he  admits.  "I  don't  think  we've 
gotten  the  recognition  that  I  think  we 
deserve  on  The  Street." 

Silverman,  47,  ought  to  know  how 
The  Street  thinks.  The  son  of  the 
chairman  of  an  Amex-listed  metals 
company,  he  started  playing  the  mar- 
ket in  high  school.  By  the  time  he 
graduated  from  Long  Island  Univer- 
sity, he  had  enough  money  to  buy  a 
seat  on  the  Big  Board,  becoming  its 
youngest  member.  He  sold  it  five 
years  later,  bought  and  sold  some 
cable  companies,  and  in  1982  pur- 
chased 1 0%  of  Ply  Gem  stock  from  the 
company's  founder,  installing  himself 


as  president  a  year  later. 

Back  then  Ply  Gem  was  a  $57  m 
lion  manufacturer  of  wall  panelii 
and  vacuum  bags.  Silverman  ma 
the  most  of  the  1980s,  jumping  in 
the  fast-growing  home  improveme 
business  by  buying  14  compani 
most  of  which  are  run  as  independe 
subsidiaries.  "They  are  run  by  inc 
vidua!  entrepreneurs,"  he  says.  "V 
don't  see  the  reason  to  put  the 
together." 

But  run  separately,  the  compani 
pay  too  much  to  suppliers  and  m 
opportunities  to  sell  other  Ply  Ge 
products.  In  1990  Silverman  tried 
rectify  that  with  what  he  calls  Teai 
work  90s.  The  idea  is  to  let  the  subsi 
iaries  manage  themselves  but  g 
them  to  cooperate  with  one  anoth 
on  buying  and  sales  referrals. 

Until  recently  the  program  was  1 
tie  more  than  a  slogan,  but  that  m 
be  changing.  Home  Depot,  whi 
used  to  buy  only  wall  paneling  fro 
Ply  Gem,  now  carries  its  Crestli 
windows,  bifold  doors,  treated  lui 
ber  and  specialty  plywood.  Georgi 
Pacific,  which  sells  Ply  Gem's  vir 
siding  under  its  own  name,  just  sign 
on  to  carry  a  line  of  vinyl  windows. 

If  Silverman  can  translate  the  sal 
into  earnings  growth,  maybe  W 
Street  will  finally  match  his  salary  wi 
some  capital  gains  next  year.  "I  a 
very  motivated  by  what's  good  for  ti 
shareholders,"  he  says.  Why?  He  st 
owns  almost  15%  of  the  stock.  I 
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ITT  Automotive 
Created  Something  That  Makes  Driving 
Safer  Than  Ever  Before. 


STOP 


(We'll  Give  You  A  Hint.) 


T  Automotive  is  not  only  a  pioneer  in  hydraulic  drum  and 
k  brake  technology,  it  has  become  the  worlds  leading  inno- 
or  and  manufacturer  of  four-wheel  passenger  car  anti-lock 
ke  and  traction  control  systems.  Eighteen  of  the  most  highly 
arded  auto  makers  here  and  abroad  depend  on  them. 

ITT  Automotive,  part  of  ITTs  Manufactured  Products 
up,  is  also  a  global  supplier  of  a  variety  of  other  products: 
~  Koni  shock  absorbers.  ITT  SWF  windshield  wiper  systems, 


switches  and  rear  lighting  modules.  Fluid  handling  systems. 
Plus  a  wide  range  of  body  hardware  and  structural  components. 

In  addition,  we've  given  the  green  light  to  reinvest  $2.7 
billion  in  ITT  Automotive  for  engineering,  R&D  and  capital  ex- 
pansion over  the  next  five  years.  At  ITT,  our  mission  is  to  make 

your  car  a  safer  

place.  Stop,  and     TTITI  ^  ^ 

think  about  it.    J- J-  JL  than  just  our  name. 


r  FINANCIAL  &  BUSINESS  SERVICES      ITT  MANUFACTURED  PRODUCTS      ITT  RAYONIER      ITT  SHERATON 


WE'VE  GOT  98  BILLION  BRANCHE! 
AND  YOU'VE  NEVER  HEARD  OF  US 


As  one  of  the  largest  producers  of  timber  in  the  United 
States,  Cavenham  Forest  Industries  is  well  known  m  the  world 
of  forest  products. 

I  jess  well  known  is  the  company  that  owns  it:  Hanson. 

Frankly,  as  a  diversified  industrial  management  company, 
we're  used  to  the  fact  that  many  of  our  businesses  are  better 
known  than  we  are.  Several  of  them,  in  fact,  are  quite  familiar 
like  Jacuzzi  Whirlpool  Baths,  Tommy  Armour  golf  equipment, 
Farberware,  and  Peabody  Coal. 

But  we  prefer  to  impress  our  shareholders  with  some- 
thing far  more  important  than  a  list  of  household  names  — 
our  track  record.  Which  is  ransidered  one  of  the  most  enviable 
in  modern  financial  history. 

For  example,  over  die  last  28  years  our  earnings  per  share 


have  grown  at  an  annualized  rate  of  19%.  While  our  gross  c 
(lend  yield  at  year-end  1992  was  6.3%. 

And  since  being  listed  on  die  New  York  Stock  Kxchange  in  1 
sales  have  soared  to  $15  billion  and  net  income  has  nearly  tripled 

Obviously,  there's  a  reason  for  our  success:  A  mane 
ment  philosophy  steeped  in  common  sense.  Namely,  to  c 
businesses  that  provide  basic  goods  and  essential  services 
timber,  coal,  and  building  materials.  And  then  to  keep  a  f 
eye  on  the  bottom  line. 

In  short,  we  are  a  company  run  first  and  foremost  for 
benefit  of  our  shareholders. 

It's  a  view,  we  believe,  that's  as  breathtaking  as  any  you  11 
in  one  of  our  forests. 

For  a  copy  of  Hanson's  Annual  Report  call  1  80O8-HANS( 


HANSON 


,\(;<i  NEC  ATKS     CHEMICALS      COAL     CONSTRICTION  &  BUILDING  PRODUCTS      FOREST    l'ROOtCTS  TOBAC 


BY  GILBERT  STEEDLEY 


The  overall  market 


he  boundaries  between  phone  com- 
anies,  cable  companies  and  enter- 
dnment  companies  continue  to 
lelt.  Bell  Atlantic  is  offering  $31  bil- 
m  for  Tele-Communications,  Inc., 
id  Paramount  Communications  is 
so  in  play.  There  will  be  other 
ftkups  among  the  major  players  in 
iese  industries. 

Tele-Communications  sold  for 
lore  than  100  times  latest  earnings 
en  before  Hell  Atlantic  made  its  bid. 
oes  the  deal  make  sense?  Will  the 
larket  support  500 — mostly  narrow- 
ist — TV  channels?  And  will  con- 
imers  be  willing  to  pay  for  it?  Yes, 
sists  Susan  P.  Putnam,  a  portfolio 
anager  for  Moran  Asset  Manage- 
ent.  "Consumers  will  be  able  to 
istomize  their  TV  schedule  around 
hat  they  do,"  she  says.  "The  supply 
"channels  will  create  demand." 
The  merger  activity  centered 
ound  these  stocks  helped  push  the 
arm  All-US  index  to  a  new  high. 


Special  focus 


Restructurings  arc  neither  pleasant  nor 
painless  but  they  can  help  firms  refocus 
operations  and  become  more  competitive. 
Over  a  three-year  period  these  eight  com- 
panies reduced  their  payrolls  but  boosted 
their  profits.  American  Stores  has  37,400 
fewer  workers  than  it  did  in  1989  but 
profits  grew  an  average  of  24%  a  year. 


Belt  tighteners 


Company 

3-yr  avg 
decline  in 
employees 

3-yr  avg 
gain  in 
EPS 

Am  Business  Prods 

-3 

8 

American  Stores 

-8 

24 

Corby  Distillers 

-31 

31 

Detroit  Edison 

-4 

13 

Pitney  Bowes 

-3 

6 

Raytheon 

-6 

5 

Southwestern  Bell 

-4 

6 

Stride  Rite 

-7 

18 

2600 
2200 

1800 


The  Barra  All-US  price  index  as  of  10/14/93 


Market  value:  $4,977.1  billion 

P/E:  25.5 

P/E  minus  negative  EPS:  17.6 
Price/book:  2.8 
Yield:  2.3% 


12-month  closeup 


1000 


Closeup  on  the  market 


%  change  from 

Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

1.8% 

17.7% 

0.0% 

S&P/Barra  Growth  index 

3.0 

1 

8.1 

S&P/Barra  Value  index 

0.6 

■ 

25.7 

-0.2  1 

Dow  Jones  industrials 

1.9 

1 

14.1 

-0.8 

S&P  500 

1.7 

14.0 

0.0 

NYSE 

1.5 

i 

14.9 

0.0 

Nasdaq 

3.0 

1 

35.7 

0.0 

Amex 

4.6 

31.7 

0.0 

EAFE3 

2.2 

28.9 

-5.9 

CRB  futures  index1' 

1.0 

_l 

8.3 

-19.8 

Gold  (Comex  spot) 

2.9 

7.1 

-27.3 

Yen  (per  $US) 

1.1 

zr 

-10.7 

-34.5 

Oil  (W  Texas  Intermediate) 

-1.6 

(j  -17.1 

-55.0 

nf.     "  Til 

The  best  and  worst  performing  stocks6 


The  best  and  worst  performing  industry  factors8 


2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Cygnus  Therapeutic  Sys 

10  5/8 

73% 

f-0.65 

Xyplex 

17 

-41% 

$1.62 

KnowledgeWare 

16  3/4 

56 

0.50* 

Applied  Magnetics 

5V8 

-38 

0.96 

Tele-Communications 

38  5/a 

51 

0.35 

VeriFone 

18  >/2 

-35 

1.28  ] 

Athena  Neurosciences 

ll»/4 

50 

-1.17 

Steck-Vaughn  Publish 

10 1  A 

-35 

NA 

IMRS 

27 

48 

1.00* 

Target  Therapeutics 

15i/2 

-33 

0.64  ; 

Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Tobacco 

16.1% 

-41.5% 

Electronics 

-7.3% 

26.7% 

Broadcasting,  publishing 

12.4 

51.2 

Pollution  control 

-4.8 

-23.5 

Precious  metals 

9.9 

47.1 

Forest  products 

-4.4 

0.2 

Household  prods 

7.6 

13.8 

Railroads 

-4.2 

10.8 

Cosmetics 

6.6 

5.6 

Iron  &  steel 

-4.0 

3.9 

Source:  Value  Line,  via  OneSource  Information  Services 


e.  Data  for  period  ending  10/14/93.  The  Barra  All-US  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on  U.S. 
•kets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
lings  growth.  2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  3  A  dollar-denominated  capitalization-weighted 
ex  of  more  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source-.  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  4  Source:  Knight-Ridder 
ancial  Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System,  from  IBES,  Inc. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including 
ipany  size,  value  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  *  1994  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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MUTUAL  FUND  HtlfltW 

BY  JOHN  CHAMBERLAIN  


Performance 


1990  1991 


1992 


1993 


The  mutual  fund  business  seems  like  a  perpetual  motion 
machine  these  days  as  money  flees  low-paying  bank 
accounts.  Investors  in  search  of  higher  returns  arc  mail- 
ing checks  to  fund  distributors  at  a  record  rate:  The 
Investment  Company  Institute  reports  that  through 
August  of  1993  over  SI 82  billion  in  new  cash  poured  into 
the  coffers  of  mutual  funds,  of  which  over  $80  billion 
went  into  stock  funds.  Fund  managers,  in  turn,  have  used 
this  new  money  to  bid  up  stocks  and  scoop  up  nearly 
every  new  issue  that  comes  to  market,  no  matter  how 
risky.  A  similar  bidding  war  is  taking  place  with  bonds, 
pushing  prices  up  and  yields  down,  which,  in  turn,  sets  off 
a  new  wave  of  cash  flowing  into  mutual  funds. 

Most  people  know  there  is  no  such  thing  as  a  perpetu- 


90 


1990 


1991 


1992 


1993 


al  motion  machine.  All  bull  market  cycles  eventually  en 
Keep  this  in  mind  when  you  consider  a  sector  fund  li 
Fidelity  Select- Home  Finance.  It  has  a  three-year  annu; 
ized  return  of  55%  and  an  up  market  rating  of  "A,"  b 
the  minute  interest  rates  turn  back  up  it  w  ill  almost  cc 
tainly  take  a  beating.  That's  w  hat  happened  to  this  intc 
est-ratc-sensitive  fund  in  the  dow  n  markets  of  the  pi 
decade;  hence  the  "D"  rating  in  dow  n  markets. 

Not  all  the  winners  and  losers  on  this  page  are  pu 
sector  funds.  CGM  Capital  Development,  an  aggressi 
growth  fund,  invests  in  economically  sensitive  issues  su 
as  autos  and  airlines.  While  it  has  an  annualized  thre 
year  return  of  46%,  this  fund  (rated  "D"  in  down  mi 
kets)  is  vulnerable  to  cyclical  economic  dow  nsw  ings. 


The  best  performers 


The  worst  performers 


Forbes  rating 

Total 

return 

up 

down 

1  -year 

3-year 

Fund 

markets 

(annualized) 

Equity 

First  Financial  Fund 

H 

65.0% 

66.7% 

Fidelity  Select-Home  Finance 

hi 

55.2 

55.1 

Hancock  Special  Equities-A 

Hi 

57.3 

49.0 

Fidelity  Select-Financial  Services 

A+ 

D 

43.7 

47.3 

Thomson-Opportunity-A 

A+ 

C 

70.3 

47.1 

Fidelity  Select-Software  &  Computer 

A 

D 

55.0 

46.7 

Invesco  Strategic-Finl  Services 

A 

C 

45.0 

46.3 

CGM  Capital  Development 

A+ 

D 

43.6 

46.2 

Hancock  Freedom  Regional  Bank-A 

A 

C 

42.1 

45.7 

Templeton  Emerging  Markets 

A 

A 

55.7 

44.1 

Fixed  income 

PaineWebber  High  Income-A 

A 

C 

19.2 

28.3 

National  Bond  Fund 

MB 

D 

15.7 

27.3 

Benham  Target  Maturities-2005 

A+ 

F 

26.7 

27.2 

Kemper  Diversified  Income 

C 

B 

15.1 

25.2 

Fidelity  Capital  &  Income 

A 

B 

Fund 


Forbes  rating 
up  down 
markets 


Total  return 
1-year  3-year 
(annualize 


Equity 

United  Services-Gold  Shares 

F 

D 

32.5% 

-14.0^1 

Lexington  Strategic  Investments 

D 

115.8 

-10.3 

ASA  Limited 

D 

D 

18.1 

-7.4 

Italy  Fund 

C 

D 

34.2 

-3.7 

Invesco  Strategic-Energy 

F 

B 

26.2 

-2.7 

Fidelity  Select-Energy  Service 

D 

D 

22.6 

-2.3 

Colonial  Natural  Resources-A 

F 

B 

17.8 

-2.1 

Lexington  Goldfund 

D 

B 

26.1 

-1.2 

Dreyfus  Capital  Value-A 

F 

A 

-2.7 

-1.2 

Anchor  Gold  &  Currency 

F 

A 

15.1 

0.3 

Fixed  income 

Pilgrim  S-T  Multi-Market 

-1.6 

Permanent  Port-Treasury  Bill ' 

A+ 

2.1 

Putnam  Adjustable  Rate  US  Govt-A 

D 

A 

0.9 

4.8 

N&B  Ultra  Short  Bond 

F 

A+ 

3.3 

5.5 

Franklin  Adjustable  US  Govt  Securities 

F 

A+ 

2.9 

5.9 

Note:  To  be  rated,  equity  funas  must  be  in  existence  since  8/31/87;  taxable  bonds  9/30/88,  junk  bonds  2/28/87.  'Monthly  net  sales  of  open-end  funds.  Net  sales  are  purcha 
by  investors,  including  reinvested  dividends,  less  redemptions,  includes  tax-free  and  foreign  bond  funds.  Source:  Investment  Co.  Institute.  3lndex  of  total  return  for  the 
largest  stock  funds  in  1986.  4lndex  of  total  return  for  the  25  largest  taxable  bond  funds  in  1986.  includes  balanced  funds.  6Period  ended  9/30/93. 
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Forbes  magazine  presents  the  2nd  annual 


THE  PLAZA  HOTEL,  NEW  YORK  CITY,  JANUARY  19-21,  1994 


A  high-profile  conference  bringing  together  business,  government  and 
investment  leaders  to  address  the  opportunities  in  infrastructure 

development  and  renewal. 

Attend  This  Critical  Forum  To 

•  Explore  the  opportunities  for  public  - 
private  alliances 

•  Understand  strategic  issues  in  developing, 
financing  and  delivering  infrastructure  projects 

•  Exchange  views  with  public  officials, 
business  and  finance  leaders 

•  Learn  the  methods  for  implementing  and 
completing  successful  projects 

Created  In  Partnership  With  The 

National  Association  of  State  Development 
Agencies  •  Rebuild  America  Coalition 

•  National  League  of  Cities  •  National 
Conference  of  Mayors  •  Edison  Electric 
Institute 


Please  Send  Information  On:  □  attending  the  conference                   RB  2 

^  participating  as  a  sponsoring  company/organization 

Name 

Mail  To: 

Title 

CMC/Rebuilding  America 

Company 

200  Connecticut  Avenue 

Address 

Norwalk,CT  06856-4990 

City                                           State  Zip 

Fax:      (203)  857-4075 

Phone  Fax 

Phone:  (203)852-0500 

Conference  Chairmen 


John  D.  Carter,  President,  Bechtel  Enterprises, 
Inc.  •  Robert  F.  Cushman,  Partner,  Pepper, 
Hamilton  &  Scheetz  •  The  Honorable 
Maynard  Jackson,  Mayor  of  Atlanta,  Chairman, 
The  Rebuild  America  Coalition 


THE  FUNDS 

EDITED  BY  JASON  ZWEIG 


Ignoring  current  earnings,  Fidelity's  Robert  Stansky 
beats  the  market  by  buying  companies  with  rising  sales. 

Growth  from 
the  top  down 


By  Mary  Beth  Grovcr 

Fifteen  years  ago  Robert  Stansky,  a 
CPA  at  Main  Hurdman  in  Worcester, 
Mass.,  got  a  pitch  from  a  Merrill 
Lynch  broker  on  Valtec,  a  nearby 
fiber-optics  company.  Stansky  bit, 
and  the  stock  flew  up  nearly  seven- 
fold. What  an  easy  w  ay  to  make  mon- 
ey. A  growth  stock  junkie  was  born. 

Stansky  chucked  the  green  eye 
shade  and  checked  into  New 
York  University  for  an  M.B.A. 
After  graduating  two  years  later, 
he  joined  Fidelity  in  Boston. 
Before  long  he  was  working  as  a 
research  analyst  for  Magellan's 
Peter  Lynch. 

Today  Stansky,  37,  works  hill 
time  looking  for  other  Valtecs. 
He  runs  Fidelity's  $2.2  billion 
Growth  Company  Fund  and  its 
S240  million  sister  fund,  Advi- 
sor Institutional  Equity 
Growth.  Both  funds  have  easily 
beaten  the  Standard  &:  Poor's 
500  index  over  the  past  five 
years,  Growth  Company  by  7 
points  a  year.  Advisor  Institu- 
tional Equity  by  an  astonishing 
1 2  points  per  year.  M 

What's  Stansky's  edge?  Un- 
like most  growth  managers,  who  fo- 
cus on  earnings,  Stansky  chases  sales 
increases.  He  figures  that  by  buying 
companies  whose  sales  are  growing  at 
least  10%  annually,  he  can  be  there 
ahead  of  his  competitors  when  those 
sales  translate  into  higher  earnings 
later  on.  Stansky's  approach  resem- 
bles that  of  Meridian  Fund's  Richard 
Aster  (Forbes,  Oct.  26,  1992). 

Stansky  invests  almost  equally  in 
small,  medium  and  large  companies. 
He  owns  such  tiny  stocks  as  paging 
company  Arch  Communications 
(1993  estimated  sales,  S40  million) 


and  such  giants  as  Motorola  (1993 
estimated  sales,  S16  billion ). 

His  sales  focus  often  leads  Stansky 
to  some  unlikely  growth  stocks. 
Chrysler,  for  example,  caught  his  eye 
in  early  1992  after  reporting  two  con- 
secutive jumps  in  quarterly  sales. 
Stansky  began  buying  at  14.  The 
company  lost  money  the  next  quarter, 


Fidelity  Growth  Company's  Robert  Stansky 
Growth  in  nongrowth  industries. 


but  sales  kept  rising,  so  Stansky  hung 
in  there.  Sure  enough,  in  the  next 
quarter  earnings  kicked  in.  Chrysler 
has  been  on  a  tear  ever  since.  Recent 
price:  51%.  Stansky  also  bought  Ford 
Motor  on  the  same  reasoning  at  about 
the  same  time;  Ford  is  up  over  45%. 

"I  learned  from  Peter  [Lynch]  to 
look  for  growth  stocks  in  nongrowth 
industries,"  says  Stanskv.  In  1992, 
with  other  growth  managers  buying 
health  care  and  retail  stocks  as  the 
economy  recovered,  Stansky  focused 
on  what  he  calls  "cyclical  turn- 
arounds" like  Citicorp  and  ge.  Right 


now  Stansky  is  buying  more  of  tl 
traditional  growth  stocks — especial 
technology.  At  18%,  technology  istl 
largest  sector  in  his  Growth  Compai 
portfolio.  Compaq  is  an  example,  fi 
ter  slashing  its  retail  prices,  the  cor 
pain  has  shown  sales  grow  th  of  10( 
in  the  first  six  months  of  this  year  ov 
the  year  earlier  period.  The  compai 
trades  at  11  times  Wall  Street's  es 
mate  of  1994  earnings. 

Growth  Company  has  8%  of  assc 
in  retailers.  Stansky  looks  for  a  comp 
ny  whose  ratio  of  price  to  expect 
earnings  is  in  line  with  its  projects 
grow  th  of  square  footage  at  its  ret 
stores.  Charming  Shoppes  (Forbi 
Oct.  25)  fits  the  bill.  The  womei 
clothing  retailer  trades  at  15  tim 
Stansky's  estimate  of  1994  earning 
and  he  thinks  it  can  increase  squa 
footage  some  1 5%  a  year  over  the  ne 
three  years.  Stanskv  bends  the  rule; 
little  in  order  to  hold  anoth 
women's  retailer,  Cato  Corp.,  wh| 
he  expects  to  increase  its  ret 
space  by  as  much  as  1 5%  annu; 
ly  in  the  next  few  vears.  Ca 
trades  at  20  times  his  estimate 
1994  earnings. 

When  does  Stansky  sell?  Eai 
and  often.  Portfolio  turnover 
Growth  Company  is  a  dizzyii 
250%;  at  Advisor  Institution 
it's  141%.  As  soon  as  sal 
growth  translates  into  big  ear 
ings  growth,  everybody  el 
starts  buying — and  Stans 
starts  selling.  Thus  he  ofti 
leaves  a  lot  on  the  table.  I 
unloaded  half  his  stake  in  Chin 
earlier  this  year  at  60.  The  sto 
has  since  gone  up  40%.  But  w  l 
cares  when  Stansky  nearly  do 
bled  his  money? 

Forbes  ranks  Growth  Cor 
pany  at  an  A  in  up  markets  but  a  D 
down  markets — so  its  strategy  is  n 
for  the  ultracautious  or  those  nervo 
about  the  market  at  current  ieve 
Growth  Company  carries  a  3%  loa 
which  existing  Fidelity  shareholde 
may  be  able  to  avoid  (Forbes,  Au 
30).  But  if  you  can  meet  its  $100,0( 
minimum  investment,  the  no-lo; 
Advisor  Institutional — with  a  slight 
lower  expense  ratio  (0.98%  vers 
Growth  Company's  1.11%) — is  ha 
to  beat,  iras  and  other  retireme 
accounts  can  get  into  both  funds  wj 
no  load.  ■ 
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Can  You  Use  A  Steady  Source  Of 
Income  After  You  Retire? 


You  probably  have  great  plans  for  your  own 
retirement.  And  right  now  is  always  the  best  time 
to  start  building  a  foundation. 

Franklin  s  Retirement  Planning  Guide  is  a  valu- 
able resource  that  can  help  you: 

♦  Estimate  the  retirement  income  you  will  need. 

♦  Create  a  plan  that  delivers. 

♦  Choose  the  funds  that  can  make  your  plan 
work,  t 


Mutual  funds  may  be  an  ideal  choice  for  the 
long-term  goals  of  retirement  planning. 
Whether  you  are  interested  in  a  conservative 
investment  or  one  that  seeks  aggressive  growth, 
Franklin  has  a  fund  to  match  your  objectives. 

Call  your  investment  advisor  or  Franklin  today. 

1  -800-342-FUND 
EXT  1478 


Name 


t An  investment  in  a  Franklin  fund  does  not  guarantee  that  your  retirement  expenses  will  be  met. 

The  Franklin/Templeton  Group  sponsors  the  Nightly  Business  Report  on  public  television.  Check  your  local  listing  for  time  and  station. 

Franklin/Templeton  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  copy  of  the  Franklin  Retirement 
Planning  Guide  and  a  prospectus  containing  more  com- 
plete information,  including  charges  or  fees  and  expenses 
on  the  fund(s)  checked  below.  I  will  read  the  prospec 
tus(es)  carefully  before  I  invest  or  send  money. 

 Franklin  U.S.  Government  Securities  Fund 

 Franklin  Rising  Dividends  Fund 

 Franklin  Growth  Fund 

 Franklin  Income  Fund 

 Franklin  Money  Fund 


Addr 


City/State/Zip 


Daytime  Phone 


FOBS? 


MEMBER   $101    BILLION    FRANKLIN/TEMPLETON  GROUP 


Harry  Markowitz  is  among  the  most  famous 

of  the  ivory  tower  investment  theorists. 

How  has  he  done  as  a  money  manager?  Not  badly. 

XXx.x.a..  Fund 


Speaking  to  a  recent  audience  of 
closed-end  fund  investors,  Harry 
Markowitz  is  a  little  befuddled.  He's 
cowinner  of  the  1990  Nobel  Prize  in 
economics,  the  inventor  of  two  com- 
puter languages  and  the  man  w  ho 
devised  the  mathematical  underpin- 
ning of  portfolio  diversification. 

But  there's  this  darned  gadget  that 
just  won't  work  properly.  He 
pushes  the  remote  control 
for  the  slide  projector,  but 
slides  flip  forward  and  back, 
back  and  forth.  Markowitz 
finally  gets  the  hang  of  it. 
Phew! 

Projectors  may  not  be 
Markowitz's  thing,  but  com- 
plex systems  are.  In  1952  his 
15-page  paper,  "•Portfolio 
Selection,"  created  modern 
portfolio  theory.  Quantify- 
ing that  old  adage  that  eggs 
should  not  all  be  put  into  one 
basket,  it  showed  how  to 
construct  a  portfolio  w  ith  the 
best  likely  reward  for  any  giv- 
en level  of  acceptable  risk. 

Markowitz,  now  66,  is 
putting  his  portfolio  theories 
to  work  at  the  Japan  Equity 
Fund,  a  closed-end  run  out 
of  the  Jersey  City,  N.J.  of- 
fices  of  Daiwa  Securities 
Trust  Co.  Since  it  began  trading  in 
August  1992,  the  $98  million  fund 
has  beaten  its  benchmark,  the  nearly 
1,100  nonfmancial  stocks  in  the  To- 
kyo Stock  Price  Index  (Topix).  To  be 
sure,  the  timing  was  lucky:  Five  days 
later  the  Japanese  market  bottomed 
and  began  its  roughly  60%  bounce 
back.  But  Markowitz's  fund  did  even 
better.  Japan  Fquity  has  returned 
more  than  70%  in  those  15  months, 
versus  55%  for  the  dollar-adjusted 
return  on  the  nonfmancial  stocks  in 
the  Topix.  (Both  figures  reflect  the 
benefit  of  a  rising  yen  . ) 


True  to  Markowitz's  roots,  the 
stock-picking  style  relies  heavily  on 
computers.  Here's  how  he  works: 

Comanager  John  Guerard,  38,  a 
former  quantitative  equity  analyst  at 
Drexel  Burnham  Lambert,  applies 
eight  different  criteria,  including  ra- 
tios of  price-to-earnings,  to  book  val- 
ue and  to  sales,  narrowing  the  list  to 


•J 


/  ' 


m 


Japan  Equity  Fund's  Harry  Markowitz 
"The  Japanese  may  be  less  rational  investors." 


one-fifth  of  the  stocks  in  the  index. 

Then  Markowitz  feeds  Guerard's 
picks  into  a  computer  program  that 
weeds  the  list  down  to  135  stocks, 
blending  them  to  optimize  the  trade- 
off of  reward  and  safety.  Mathemati- 
cally, the  game  is  to  keep  a  portfolio's 
variance — depicted  in  the  headline- 
as  low  as  possible  for  any  given  level  of 
expected  return.  The  optimizer  takes 
as  its  inputs  the  correlations  of  price 
behavior  among  each  pair  of  stocks 
for  the  last  250  days.  Optimizing 
programs  are  widely  available,  but  few 
fund  managers  take  the  theory  as 


seriously  as  Markow  itz. 

Gucrard's  contribution,  using  n 
chanical  value-oriented  rules  to  fi 
undcrpriccd  stocks,  is  also  far  fr< 
unique  on  Wall  Street,  but  it  seems 
work  particularly  well  in  Japan.  1 
plains  Markowitz:  "The  Japan 
may  be  less  rational  investors,  so  th 
are  more  mispriced  securities." 

This  black  box  produces  so 
counterintuitive  results.  Guerai 
formula  rew  ards  a  stock  for  being  1 
in  either  price/earnings  or  pric 
book,  but  it  values  the  latter  m( 
The  fund's  average  stock  is  selling 
104  times  earnings,  versus  Topi 
already  scan'  P/E  of  63.  But  the  fun 
stocks  are  cheap  in  a  different  way: 
just  1.4  times  book,  they  comp 
with  the  Topix  index  at  2.3  tir 
book  and  the  Standard  &  Poor's  £ 
at  2.7  times. 

Ben  Graham  might 
shocked  by  the  stock-pick 
methods.  There  is  virtus 
no  fundamental  analy 
The  fund's  top  holding, 
2%  of  assets,  is  Seki 
House.  How  much  insij 
does  Markowitz  have  ii 
this  company?  "None  wh 
soever,"  he  says  blith< 
And  has  Guerard  kicked 
tires?  "I  don't  know  a 
thing  about  the  compar 
we  own,"  he  says. 

Fund  management  ii 
new  game  for  Markow 
The  son  of  Chicago  groci 
he  earned  his  Ph.D.  in  e 
nomics  at  the  University 
Chicago,  then  worked 
the   Rand  Corp.,  Gem 
Electric  and  IBM  design 
computer    languages  < 
simulation  models  for  ind 
trial  processes.  In  1963  he  cofounc 
c  A(  I  International,  the  computers 
terns  analysis  firm,  dabbled  in  seci 
ties  arbitrage  in  the  early  1970s,  i 
some  consulting,  then  ended  up  i 
professor  of  finance  at  Baruch  Coll< 
in  New  York  Citv.  He  joined  Dai 
in  1990. 

Can  Markowitz's  computers  k< 
beating  the  market?  "Nothing  is  c 
tain,"  he  says,  "but  we're  trying.' 
you  want  to  go  along  for  the  ride, 
fund  trades  on  the  New  York  Stc 
Exchange  at  5%  discount  from  : 
asset  value.  -J.Z. 
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rjnployees  are  the  power 
source  for  invoking  change... 
and  this  Quality  Cup  award  is 
a  testimony  to  their  efforts!' 

—Dan  Moscato,  District  Staff  Manager,  Residence  Marketing  Operation 
New  York  Telephone 

ABOUT  THE  QUALITY  CUP  COMPETITION 

Rochester  Institute  of  Technology  (RIT)  and  USA  TODAY  believe  in  the  power  of  the  Quality 
movement,  with  its  emphasis  on  empowering  the  individual,  to  revolutionize  the  way  the  USA  does 
business.  Where  other  awards  may  honor  entire  companies,  only  the  prestigious  Quality  Cup 
honors  personal  efforts  by  teams  or  individuals. 

WE  WANT  TO  HEAR— AND  REWARD— YOUR  SUCCESS  STORIES 

Do  you  have  a  success  story  that  describes  how  small  groups  or  individuals  in  your  company  used 
total  quality  management  principles  to  boost  productivity?  Then  let  your  experience  be  an  inspiration 
for  others:  Nominate  yourself  or  an  individual  or  team  in  your  organization  in  one  of  the  five  categories 
for  the  award:  Government,  Manufacturing,  Service,  Small  Organizations  or  Not-For-Profit. 

HOW  TO  ENTER 

The  deadline  for  nominations  for  the  1994  RIT/USA  TODAY  Quality  Cup  Competition  is  November  15. 
If  you  would  like  to  receive  an  application,  call  the  toll-free  number  below.  For  complete  information 
about  the  competition,  contact  Carol  Skalski  at  USA  TODAY  at  703-276-5890. 

1-800-USAT-RIT 


TODAY 


RIT 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RE  LA 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala.  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for  j 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
S2.100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals.  ALL  drinks. 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST.  ^^^H^HMHHMH 

Though  it's  far  from  the  stresses  of  everyday  life. 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  fligl 

Find  out  more  about  this 
paradise  in  the  Fijis  and  oui 
Special  Island  Exclusive. 
Laucala,  owned  and  operatt 
by  Forbes  Magazine.  For 
more  information  w  rite  t 
Errol  Ryland,  Manager,  51 
Box  149,  Fort  Garland,  C< 
81133,  or  call  18(H)  FORBID 
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ie  IPO  party  is  reaching  binge  proportions.  The  wise 
vestor  will  refuse  that  last  drink  and  go  quietly  home. 

3ne  more  for 
he  road? 


V  DAVID  DREMAN 


id  Dreman  is  chairman 
reman  Value  Management,  L.P., 
stment  Counsel,  New  Jersey,  and  author 
he  New  Contrarian  Investment  Strategy. 


IE  company  recently  tried  to  go 
o\ic  for  the  purpose  of  getting  into 
lighly  profitable  business  that  it 
ild  not  vet  discuss.  History  buffs 
1  be  reminded  of  the  English 
ath  Sea  Bubble  in  1720,  when  a 
ing  was  made  by  a  promoter 
Idling  shares  in  "a  company  for 
tying  out  an  undertaking  of  great 
vantage,  but  nobody  is  to  know 
at  it  is." 

?ack  then,  the  promoter  had  to  flee 

country  to  keep  his  stash.  Today 
would  only  have  to  file  a  prospec- 

chockful  of  disclaimers, 
fes,  folks,  it's  new  issue  bubble 
ie  again,  one  of  the  recurring  peri- 
;  of  madness  that  strike  the  markets 
ry  decade  or  so.  New  initial  public 
.•rings  this  year  should  total  $40 
ion,  or  more  than  2xh  times  as 
eh  as  was  peddled  in  1983,  the  year 

last  bubble  broke, 
iome  of  these   represent  solid 
npanies,  but  a  growing  number 
mere  concepts,  often  with  a 
id ful  of  employees,  multiples  of 

times  book  value  and  at  20-to- 
nity  times  revenues,  which  may 
:  exist  at  all. 

t  gets  so  crazy  that  a  lot  of  people 


who  know  the  IPOs  are  phonies  play 
the  game  anyhow,  hoping  to  take 
advantage  of  dumber  people — the 
greater  fool  theory.  That's  a  danger- 
ous tactic,  because  you  yourself  may 
turn  out  to  be  the  greatest  fool.  The 
record  shows  most  speculators  over- 
stay and  get  buried.  When  you  see 
symptoms  as  clear  as  those  out  there 
today,  my  advice  is  do  not  walk  but 
run  for  the  exit.  When  the  end 
comes,  it's  usually  out  of  nowhere, 
quick  and  devastating. 

Once  the  plunge  starts  it's  almost 
impossible  to  get  out.  The  friendly 
o-t-c  dealers,  who  are  delighted  to 
relieve  you  of  one-fourth,  one-half 
of  a  point  or  more  on  the  upside, 
quietly  fold  their  tents  when  the 
storm  clouds  gather.  Bids  often  are 
available  for  only  the  minimum  100- 
to-500  share  market  the  dealer  is 
required  to  make.  With  larger  blocks 
of  stocks,  you  can't  get  out  at  any 
price.  It's  sad  and  predictable,  but 
that's  the  way  it  has  always  been  and 
is  always  going  to  be. 

And  remember  this:  Big  stocks  like 
Sears  and  GM  and  Fannie  Mae  can  get 
clobbered,  but  in  the  end  they  usually 
come  back.  Not  so  hot-concept 
stocks;  the  particular  concept  is 
usually  history  when  buyer  interest 
returns  to  IPOs. 

Am  I  predicting  a  collapse  of  the 
whole  market?  Not  at  all.  Remember 
1983.  We  had  a  collapse  of  hot 
stocks  that  year,  but  the  general  mar- 
ket went  on  to  the  biggest  bull  peri 
od  in  history.  Many  stocks  are  still 
cheap,  particularly  in  the  small-cap 
value  area.  As  was  demonstrated  in  a 
study  outlined  in  my  July  26,  1990 
FORBES  column,  small  value  stocks 
have  outperformed  their  high  P/E 
brethren  significantly  over  the  last 
20  years.  The  study  showed  that 


$10,000  invested  in  the  bottom  20% 
of  the  small -cap  p/es  would  have 
been  worth  $300,000  after  20  years, 
compared  with  $22,700  for  the 
highest  small-cap  p/e  group.  So 
when  you  think  small  stocks,  think 
value,  not  concept. 

Value — meaning  stocks  that  sell  at 
relatively  low  prices  in  relation  to 
earnings,  revenues,  book  value  and 
cash  flow — doesn't  do  particularly 
well  during  market  manias.  But  when 
today's  hot  stuff  turns  cold,  investors 
will  return,  crestfallen,  to  value 
stocks  again. 

Here  are  a  number  of  small-cap 
stocks  that  provide  good  value  at 
current  prices: 

Amsonth  Bancorp  ( 29 ),  the  second- 
largest  bank  holding  company  in  Ala- 
bama, should  report  a  more-than- 
20%  increase  in  earnings  this  year.  The 
stock  trades  at  a  price/earnings  ratio 
of  9  and  yields  3.9%. 

Midlantic  (25),  a  New  Jersey- 
based  bank  holding  company,  has 
now  written  down  the  bulk  of  its  bad 
real  estate  loans  and  is  likely  to  show 
good  earnings  growth  from  here.  The 
stock  trades  at  a  p/e  of  15  on  this 
year's  estimated  earnings. 

Bindley  Westin  Industries  (11),  the 
nation's  fifth-largest  drug  wholesaler, 
should  continue  to  increase  earnings 
at  a  15%-or-more  clip  over  the  fore- 
seeable future.  The  stock  trades  at  a 
p/e  of  13  and  yields  0.07%. 

Edison  Brothers  (31 ),  a  leading  op- 
erator of  specialty  stores,  should  show 
rising  earnings  next  year  with  an  im- 
proving economy.  The  stock  trades  at 
a  p/e  of  1 1  and  yields  4%. 

Tecnmseb  Products  (43)  manufac- 
tures a  broad  range  of  original  equip- 
ment products  primarily  for  refrigera- 
tion equipment.  The  stock  trades  at  a 
P/E  of  15  and  yields  1.9%.  m 
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In  a  deflationary  period  like  the  present, 
some  commodities  fare  worse. than  others. 
Here's  how  to  tell  the  difference. 

The  poor 
get  poorer 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Aluminum  and  copper  arc  both 
widely  used  industrial  metals.  Both 
are  depressed  because  of  global  eco- 
nomic softness.  The  price  direction  of 
the  two  is  quite  different,  however, 
and  the  distinction  between  them  is 
an  important  one  for  anyone  speculat- 
ing in  commodities  or  using  them  in 
their  products. 

Aluminum  is  largely  produced  in 
industrialized  countries,  which  ac- 
count for  two-thirds  of  worldwide 
output.  So  when  global  demand 
weakens  or  Third  World  exports 
spurt,  those  producers  act  in  the  clas- 
sical economic  fashion.  They  cut  out- 
put to  restore  prices  or  at  least  to 
prevent  further  declines,  as  they  have 
done  during  the  last  several  years. 

With  fading  military  use  of  alumi- 
num, the  Commonwealth  of  Inde- 
pendent States  quadrupled  its  exports 
to  Western  Europe  between  1990 
and  1992.  European  producers  asked 
for  and  finally  got  EC-imposed  quotas 
on  CIS  imports,  but  they  also  cut 
smelting  capacity  25%.  American  pro- 
ducers Alcoa  and  Reynolds  followed 
suit,  with  Alcoa  declaring: 
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"At  recent  levels  of  52  cents  a 
pound,  prices  are  25  cents  to  30  cents 
under  replacement  cost.  .  .  ." 

Now  let's  look  at  copper.  A  quite 
different  picture.  Three-fourths  of 
copper  is  produced  in  underdevel- 
oped countries  like  Zambia,  Peru  and 
Papua  New  Guinea  with  huge  foreign 
debts.  For  Papua  New  Guinea,  for 
example,  copper  accounts  for  about 
two-thirds  of  exports,  and  more  than 
half  the  proceeds  from  copper  exports 
are  needed  to  service  external  debts. 
Even  with  her  successful  diversifica- 
tion drive,  Chile's  copper  exports  are 
almost  half  her  total,  and  over  three- 
fourths  of  copper  revenues  are  needed 
for  foreign  debt  service. 

As  a  result,  these  countries'  reac- 
tion to  falling  prices  is  not  to  re- 
establish supply/demand  balance  but 
to  make  the  unbalance  worse. 

As  copper  prices  decline,  big  debtor 
countries  produce  and  export  more, 
not  less,  in  order  to  earn  the  same 
amount  of  debt-servicing  foreign  ex- 
change. This  pushes  prices  lower, 
leading  to  even  more  production, 
etc.,  in  a  vicious  price  death  spiral. 

The  figures  bear  this  out.  Since  the 
early  1970s,  developing  countries 
have  increased  their  copper  produc- 
tion 50%  in  the  face  of  a  70%  collapse- 
in  real  prices. 

In  the  past  year  alone  you  can  see 
diese  divergent  forces  at  work:  Since 
the  summer  of  1992,  copper  prices 
are  down  over  30%,  while  aluminum 
prices  have  fallen  only  11%. 

For  speculators  the  conclusions 
seem  obvious.  That's  why  my  firm  is 
short  copper  futures  in  portfolios  we 
manage,  but  have  avoided  playing 
aluminum  on  the  downside. 

What  I  have  just  said  about  copper 
also  obtains  for  oil.  Every  OPEC  pro- 


ducer, even  Saudi  Arabia,  now  has  h 
foreign  debts  to  sen  ice  and  no  mca 
ingful  exports  except  oil.  It  is  true  tr 
OPEC  recently  set  new  quotas,  but 
doing  so,  it  merely  increased  the  qu 
ta  levels  to  recognize  the  cheat! 
excesses  over  the  old  agreed  levels. 

Will  opec  members,  excess  capa 
ty-laden  like  Iran  and  Kuwait,  ch< 
more?  You  bet,  especially  as  glol 
demand  weakness  depresses  prij 
further.  They  desperately  need  t 
dollars.  Look  for  lower  oil  prices. 

A  new  comer  to  our  list  in  the  dea 
spiral  department  is  coffee.  Sin 
spring,  prices  jumped  more  than  51 
on  expectations  that  African  and  L; 
in  American  producers  would  elin 
nate  gigantic  inventories  by  wit 
holding  20%  of  planned  expor 
Their  agreement  to  do  so  took  efft 
on  Oct.  1,  but  Indonesia,  an  impl 
taut  producer,  remains  outside  t 
arrangement  until  later,  and  Mcxit 
another  big  producer,  won't  join  t 
cause  of  ongoing  Nafta  negotiatioi 

More  important,  the  U.S.,  in  effe 
withdrew  any  support  for  the  de 
That  did  it.  With  no  support  from  t 
world's  biggest  coffee  consumer  < 
one  side  and  debt-ridden  produq 
on  the  other,  we  promptly  short 
coffee  futures,  and  to  good  effect. 

Where's  the  bottom  for  copper, 
or  coffee  prices?  Often,  the  prodi 
tion  costs  for  the  developing  cou 
tries  where  these  commodities  . 
produced  are  well  below  today's  wc 
prices.  Arabian  light  crude  oil  is  n< 
at  about  $15  per  barrel,  but  it  co 
only  several  bucks  a  barrel  to  get  t 
stuff  out  of  the  ground  in  the  Midi 
East.  Nevertheless,  price  declines  ra 
not  even  stop  at  production  costs. 

U.S.  and  European  alumini 
companies  cut  capacity  when  pri< 
fall  below  cost,  but  production  coi 
irrelevant  when  a  country  has  no  ol 
er  source  of  desperately  needed  ft 
eign  exchange.  For  years,  the  Sovi 
produced  and  exported  gold  at  pri< 
that  failed  by  far  to  cover  their  outla 

Economic  theory,  which  says  pi 
ducers  will  not  keep  selling  at  loss 
works  with  some  commodities,  r 
not  for  those  produced  in  natic 
with  big  foreign  debts  and  heavy  c 
pendence  on  specific  commodity  t 
ports  for  debt  service.  It's  sadness  I 
the  poor  countries  involved,  but  gla 
ness  for  astute  investors.  I 
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Here  are  some  stocks  that  have  a  lot  going  for  them: 
the  January  effect,  value,  rising  earnings 
and  small  capitalizations. 

Seven  nifty 
little  companies 


BY  GERALD  W.  PERRITT 


Gerald  W.  Perntt  is  portfolio 
manager  of  the  Chicago-based 
Perritt  Capital  Growth  Fund  and  editor 
of  Investment  Horizons. 


In  the  late  1970s  a  University  of 
Chicago  researcher  stumbled  upon 
what  has  become  known  as  the  "'small 
firm  effect. "  He  showed  that  the 
stocks  of  small  firms,  over  long  peri- 
ods of  time,  deliver  far  better  returns 
than  big-company  stocks,  even  after 
allowing  for  the  fact  that  small  stocks 
tend  to  be  risky.  Between  1940  and 
1992  stocks  of  small  companies  re- 
turned a  compound  annual  16%, 
compared  with  1 2%  for  the  blue-chip- 
dominated  Standard  &  Poor's  500. 

You  probably  know  all  this  because 
the  media  and  the  advertisers  bom- 
bard you  with  propaganda  in  favor  of 
small  stocks.  But  you  may  not  be 
aware  of  some  of  the  refinements  on 
these  findings. 

Further  refinements  on  the  Chica- 
go theory  have  turned  up  the  fact  that 
most  of  the  excess  return  occurs  in 
December  and  January,  and  that  most 
of  it  is  concentrated  in  value  stocks. 
These  are  the  stocks  trading  at  low 
multiples  of  earnings  and  book  value. 

What  exactly  is  a  "small"  stock? 
You  can  define  it  any  w  ax  you  want, 
but  most  investors  believe  it  to  be  one 


with  a  market  capitalization  under 
$200  million. 

Below  are  some  small-cap  value 
stocks  I  recommend  for  purchase 
now.  Taken  as  a  group,  they  are  sell- 
ing at  16.1  times  trailing  per-share 
earnings  and  2.1  times  book  value,  or 
about  two-thirds  the  valuations  of  the 
s&p  500  index.  So,  they  do  meet  the 
value  criterion.  They  should  also  all  be 
able  to  report  robust  revenue  and 
earnings  gains  well  into  1994. 

GoodMark  Foods  (19),  formerly  a 
subsidiary  of  General  Mills,  makes 
meat  snacks  under  the  Slim  Jim,  Pem- 
mican  and  Pennrose  brands.  First- 
quarter  revenues  rose  17%  and  earn- 
ings 70%.  Price,  a  modest  14.5  times 
trailing  earnings. 

Johnson  Worldwide  Associates  (21) 
is  in  a  curious  mix  of  businesses:  rub- 
ber-stamp ink  and  outdoor  recreation 
products.  Johnson  is  trying  to  auction 
off  the  ink  business.  The  company's 
recreation  products  are  all  at  the  top 
of  their  lines:  Minn  Kota  fishing  mo- 
tors, Old  Town  canoes,  Eureka  tents 
and  Scubapro  diving  equipment.  The 
company  took  a  $13  million  restruc- 
turing charge  in  the  fourth  quarter, 
which  ended  in  early  October.  Price: 
23  times  trailing  earnings,  1.4  times 
book  value. 

Keane  Associates  (21 )  is  a  software 
developer  servicing  corporations  and 
hospitals.  Its  January  acquisition  of 
General  Electric  Consulting  Services, 
another  medical  software  firm,  nearly 
doubled  revenues.  More  recently 
Keane  acquired  Professional  Health 
Care  Systems,  which  provides  patient 
accounting  systems  to  small  hospitals 
and  HMOs.  At  21  times  trailing  earn- 
ings, it  is  as  expensive  as  the  market  as 
a  whole,  but  still  very  cheap  relative 


to  other  computer  software  stock 
Lindsay  Manufacturing  (34) 
maker  of  walking  irrigation  rigs.  ] 
share  net  declined  to  S2.21  for 
August  1993  fiscal  year,  from  S2 
in  fiscal  1992,  because  of  dels 
shipments  to  Saudi  Arabia  that  sh< 
be  delivered  in  the  current  fiscal  yt 
first  quarter.  Lindsay  trades  at  1 
times  trailing  earnings. 

Pomeroy  Computer  Resoni  ccs  \ 
sells  and  services  integrated  comj 
er  equipment  to  school  svstems 
businesses  in  the  Midwest.  It  c< 
petes  with  General  Motors'  EDS  s 
sidiary  in  staffing  the  computer  c 
ters  of  large  corporations  like  Pro 
&  Gamble,  Kentucky  Fried  Chic 
and  Kroger.  But  where  the  GM  C 
F  shares  representing  indirect  o 
ership  of  EDS  go  for  20  times  t 
likely  1993  earnings,  Pomeroy 
be  had  at  a  multiple  of  10.  Pomen 
first- half  earnings  rose  to  41  a 
from  a  record  2 1  cents  a  year  eai 
and  full-year  earnings  could  e; 
top  80  cents. 

Puerto  Riean  Cement  (25)  f 
vides  65%  of  the  cement  on  an  isl 
that  badly  needs  more  roads 
buildings.  The  company  is  plant 
to  expand  sales  to  the  U.S.  Vii 
Islands  and  South  Florida.  The 
cent  price  is  12  times  my  1993  e; 
ings  estimates. 

"  U.S.  Banknote  (7)  prints  stock 
tificates,  foreign  banknotes  and  I 
postage  stamps.  It  doesn't  exa 
print  money:  Its  debt  load  is  heav) 
earnings  erratic.  But  recent  acqi 
dons  should  boost  revenues  an 
plant  consolidation  program  will 
duce  operating  costs.  Earnings, 
read\-  on  the  upswing,  could  a 
reach  70  cents  in  1994. 
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:hances  are  that  the  investment  letter  or  the  mutual  fund 
lat  says  it  follows  a  small-cap  strategy  really  doesn't. 

Small  isn't 
ilways  small 


BY  MARK  HULBERT 


irk  Hulbert  is  editor  of  the  Alexandria,  Va.- 
sed  Hulbert  Financial  Digest,  which  monitors 
;  performance  of  investment  advisory  letters, 
s  newest  book  is  The  Hulbert  Guide  to  Financial 
wsletters  (Dearborn  Financial  Publishing). 


<iall  cap  investing  has  become  a 
d.  Worse,  the  term  is  losing  its 
earring.  Only  a  select  few  invest- 
ent  letters  and  mutual  funds  truly  fit 
is  category. 

More  than  1 5  years  ago  researchers 
scovered  that  "small-cap"  stocks — 
'  which  they  meant  the  20%  of 
impanies  with  the  lowest  market 
pitalizations — outperformed  com- 
mies with  larger  capitalizations, 
lis  pattern  has  since  been  christened 
e  "small-cap  effect. "  It  is  now  rec- 
mized  as  one  of  the  major  excep- 
5ns  (or  anomalies)  to  the  Efficient 
arket  Hypothesis. 
Currently  that  20%  rule  means  a 
impany  qualifies  only  if  its  market 
pitalization  is  less  than  SI 20  mil- 
Mi.  Which  turns  out  to  be  quite 
ringent.  Too  stringent  for  most 
utual  funds  that  need  large  capital- 
ation  stocks  to  handle  the  huge 
ms  they  have  available.  Of  the  88 
utual  funds  classified  by  Morninjj- 
zr  Mutual  Funds as  "small-compa- 
'  funds"  only  4  actually  qualify 
irrently.  Several  with  small-cap  in 
eir  names  actually  invest  in  compa- 


nies with  an  average  market  capital 
izationof$l  billion. 

Similarly,  there  aren't  many  invest- 
ment letters  that  truly  have  a  small- 
cap  focus.  Of  the  150  letters  currently 
tracked  by  the  Hulbert  Financial  Di- 
gest, for  example,  the  model  portfo- 
lios of  just  4  have  an  average  market 
cap  of  less  than  $120  million.  And  of 
these  4,  the  hfd  has  performance  data 
for  just  2  that  extend  back  at  least  five 
years.  These  two  are  Gerald  Perritt's 
Investment  Horizons  and  George  Put- 
nam's Turnaround  Letter. 

Perritt  (see  column,  p.  366)  came  to 
this  niche  of  the  financial  markets  by 
design.  As  a  former  finance  professor 
he  was  very  familiar  with  the  academic 
studies  on  small-cap  stocks,  and  he 
started  his  investment  letter  specifi- 
cally to  exploit  this  crack  in  the  other- 
wise efficient  market.  Putnam,  in  con- 
trast, came  to  small-cap  investing  by 
focusing  on  firms  in  financial  distress 
or  emerging  from  bankruptcy.  He 
found  that  meant  he  was  focusing  on 
companies  with  relatively  small  mar- 
ket capitalizations. 

Putnam's  approach  to  small-cap  in- 
vesting is  much  more  aggressive  than 
Perritt's.  Putnam  has  kept  his  portfo- 
lios fully  invested.  Perritt  has  pursued 
an  asset  allocation  strategy  that  keeps 
significant  portions  of  his  portfolios  in 
cash  and  bonds.  The  hfd  calculates 
that  Putnam's  approach  has  been 
more  than  twice  as  volatile  (or  risky) 
as  the  market  itself,  and  more  than 
four  times  riskier  than  Perritt's. 

Not  surprisingly,  given  the  recent 
bull  market,  Putnam  has  been  well 
rewarded  for  his  risk-taking.  Since  the 
beginning  of  1988  (which  is  the  fur- 
thest back  the  hfd's  performance  data 
for  both  letters  extend)  Putnam's  let- 


ter has  outperformed  Perritt's  by  a 
205%  to  78%  margin.  For  compari- 
son, the  Wilshire  5000's  total  return 
over  this  period  was  128%.  Of  course, 
Putnam's  record  doesn't  remain  this 
far  in  front  of  Perritt's  once  their 
performances  are  adjusted  for  risk. 
But  he  still  comes  out  on  top.  Nor 
does  Perritt  lag  the  market  by  as  much 
once  his  low  risk  is  taken  into  account. 

These  two  advisers  share  a  com- 
mon attitude  toward  high  portfolio 
turnover  in  the  small-cap  sector. 
They  are  against  it.  Not  only  does 
neither  think  the  market  can  be 
timed  successfully,  both  realize  that 
transaction  costs  are  highest  for  the 
kind  of  stocks  they  recommend.  The 
average  bid/asked  spread  on  the 
smallest-cap  stocks  is  around  5%,  for 
example.  It  doesn't  take  much  trad- 
ing at  that  rate  before  it  becomes 
almost  impossible  for  a  portfolio  to 
beat  the  market. 

It's  because  of  high  trading  costs 
that  many  prefer  to  use  mutual  funds 
to  play  the  small-cap  effect.  Here 
are  the  four  funds  that  Morninjjstar 
places  in  the  small-company  category 
that  have  a  median  market  capitaliza- 
tion that  satisfies  the  academic  defini- 
tion of  small  cap: 

Dimensional  Fund  Advisors'  U.S. 
9-10  Small  Company  fund,  available 
primarily  to  institutional  investors; 

Evergreen  Limited  Market; 

Heartland  Value,  with  a  contingent 
deferred  sales  charge  as  high  as  3%; 

Babson's  Shadow  Stock. 

Ifyou  want  to  play  for  the  small-cap 
effect  by  purchasing  individual  stocks, 
here  are  several  of  Putnam's  recent 
recommendations:  Mayflower  Group 
(recent  price,  12,  the  mover  of  house- 
hold goods  that  just  emerged  from 
bankruptcy),  National  Convenience 
Stores  (15,  which  operates  the  Stop 
'N  Go  convenience  store  chain  and 
which  also  just  emerged  from  bank- 
ruptcy) and  Carlisle  Plastics  (6,  which 
manufactures  trash  bags,  garment 
hangers,  milk  bottles  and  other  plastic 
items). 

Interestingly,  none  of  the  stocks  on 
Putnam's  buy  list  appears  on  Perritt's. 
His  two  most  recent  buys  are  Brock 
Candy  ( 14,  a  candy  manufacturer  and 
seller)  and  Haverty  Furniture  (18,  a 
retailer  of  household  furniture  and 
furnishings).  All  but  Carlisle  Plastics 
trade  o-t-c.  HI 
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The  best  approach  to  buying  thrifts  is  to  buy  a  package  of 
stocks.  California  thrifts  appear  particularly  attractive. 

Comeback 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


THERE  was  a  TIME  when  it  seemed  as 
though  the  words  thrift  and  crisis 
would  be  linked  forever.  But  today 
there  is  a  good  case  to  be  made  for 
investing  in  this  group:  The  stocks 
appear  to  be  reasonably  valued  and 
thrifts  frequently  have  proved  to  be 
attractive  acquisition  candidates. 

Simply  defined,  thrift  companies 
are  deposit  institutions  that  have  to 
put  at  least  65%  of  their  assets  into 
single  family  mortgages.  Thrifts  tra- 
ditionally lent  their  funds  in  15-to- 
30-year  fixed-rate  mortgages.  They 
obtained  the  money  to  do  this  from 
deposits,  the  cost  of  which  was  tied  to 
short-term  interest  rates. 

In  the  1980s  this  traditional  ap- 
proach was  a  recipe  for  disaster.  When 
short  rates  went  through  the  roof, 
actually  exceeding  long  rates  for  a 
time,  thrifts  were  in  deep  trouble. 
They  were  earning  mortgages  that 
paid,  say,  6%,  while  they  had  to  pay  8% 
or  more  for  the  money  they  had  bor- 
rowed. The  U.S.  government  was 
forced  to  bail  out  depositors  at  a  price 
of  about  half  a  trillion  dollars. 

Today  thrifts  have  most  of  their 
assets  in  adjustable  rate  mortgages, 
meaning  that  their  interest  income  is 
tied  more  closely  to  their  cost  of  funds. 
Widi  a  better  balanced  asset  and  liabil- 
ity structure,  these  companies  are  less 


vulnerable  to  the  problems  of  the  past. 

Another  significant  change  affect 
ing  the  fortunes  of  this  industry  oc 
curred  in  1989.  In  that  year  Congress 
passed  a  law  permitting  commercial 
banks  to  buy  healthy  thrifts.  Although 
sluggish  demand  for  single-family 
housing  is  restraining  growth  at 
thrifts  today,  commercial  banks  have 
been  enthusiastic  buyers. 

The  torrid  pace  of  acquisitions — 
300  to  400  thrifts  have  been  taken  ( >ver 
by  commercial  banks  in  each  of  the 
past  two  years — is  explained  by  two 
factors.  First,  thrifts  are  cheap  to  com 
mercial  bank  buyers.  Typically,  banks 
sell  at  a  discount  to  the  market,  with  an 
average  multiple  of  11  to  12  times 
earnings.  At  7  to  9  times  earnings, 
thrifts  sell  at  an  even  steeper  discount. 

With  slow  loan  demand  restricting 
growth  for  most  banks,  thrifts  also 
appear  attractive  because  often  they 
are  an  efficient  way  for  commercial 
banks  to  expand  their  operations.  If  a 
bank  buys  a  thrift  in  a  territory  contig- 
uous to  one  in  which  it  already  does 
business,  it  can  usually  convert  the 
thrift  into  a  commercial  bank,  thereby 
building  a  new  arm  of  its  own  opera- 
tion without  having  to  create  a  depos- 
it institution  from  scratch. 

The  consolidation  taking  place  in 
the  thrift  industry,  combined  with 
changes  in  the  U.S.  financial  system, 


will  one  day  mean  that  very  few  — 
any — thrifts  will  still  be  in  business 
freestanding  entities. 

But  that's  for  the  future.  For  n< 
new  investor  owned  thrifts  contim 
to  be  created  as  the  mutual  savin 
bank  industry  shrinks.  The  latter  ins 
nations,  which  are  held  privarely  I 
passbook  holders,  are  coming  publi 
In  the  process,  managers  are  takii 
advantage  oi  opportunities  to  h 
stock  whenever  possible.  The  n< 
shares  typically  are  priced  at  50% 
60%  of  book  value.  By  contrast,  acqi 
sitions  of  thrifts  by  commercial  ban 
today  generally  take  place  at  closer 
IV2  to  2  times  book  value. 

The  best  approach  to  buyii 
thrifts,  in  my  view,  is  to  buy  a  packa 
of  stocks.  California  thrifts  appe 
particularly  attractive,  and  two  oft 
names  that  I  am  recommending  3 
based  there.  Real  estate  markets  < 
the  West  Coast  are  among  the  m( 
depressed  in  the  country.  Cons 
quently,  thrifts  operating  there  ha 
significant  recovery  potential. 

Five  stock  recommendations  are  li 
ed  in  die  table,  along  with  estimat 
earnings,  ratios  of  prices-to-earnin 
and  to  book  values,  and  dividend  yiel< 
At  current  valuation  levels,  these  fin 
appeal'  attractive  in  their  own  right  a 
could  also  be  beneficiaries  of  the  cc 
solidation  trend  in  the  industry.  I 


The  case  for  thrifts 


Thrift 

Location 

Price 

1994*. 

EPS 

P/E 

Price  to 
book 

Yield 

BayView  Capital  Corp 

Calif 

23 

$2.70 

8.5 

78.6 

2.60°/ 

NSBancorp  Inc 

III 

31 

3.60 

8€ 

109.9 

1.03 

Rochester  Comnty  Svg  Bk 

NY 

16 

1.90 

8.4 

71.9 

3.50 

SFFed  Corp 

Calif 

19 

1.90 

10.0 

73.3 

1.05 

Standard  Federal  Bank 

Mich 

29 

4.05 

7.2 

137.9 

1 93 

Average 

8.5 

94.3 

2.02 

'Estimates. 

With  yesterday's  problems  pretty  much  behind  them, 
some  thrifts  now  present  a  good  investment  opportunity. 
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MONEY  &  INVESTMENTS 


'he  bears  keep  coming  up  with  strong  arguments 
lat  the  bull  market  is  about  over; 
et  it  keeps  snorting  right  along. 

rhe  wistful  bears 


BY  mSZLO  BIRINYI  JR. 


szlo  Birinyi  Jr.  is  president  of 

rinyi  Associates,  a  Greenwich,  Conn. -based 

ancial  consulting  firm. 


HE  BEARS  ARE  MAKING  lots  of  noise 
lis  fait.  The  runup  in  go!d,  they  said, 
as  a  sure  sign  that  inflation  was  back, 
he  crisis  in  Russia  threatened  world 
race.  A  dividend  yield  below  3%  is 
id  for  stocks. 

Alas  for  the  bears.  Gold  didn't  stay 
p,  Yeltsin  is  still  in  charge  in  Mos- 
)w,  and  the  market  rose  another  1 0% 
ter  bracing  the  supposedly  ominous 
%  yield  line.  The  stock  market  con- 
nues  to  frustrate  the  bears. 

So  now  the  bears  have  a  new  story, 
's  about  those  stupid  buyers  of  init- 
ial funds.  Investors,  they  say,  are 
During  billions  into  mutual  funds, 
most  blindly,  in  search  of  better 
elds  than  they  get  for  cash.  One  day 
lese  buyers .  as  -.«••.  person,  will  reach 
ir  the  p  and  tell  Franklin  and 
delity  r»*  inguard  they  want  to 
deem.  I  ,u  will  make  October 
?87  look  like  a  quiet  day. 

Like  many  other  bearish  outlooks 
The  last  several  years  (a  year  ago  the 
mtention  was  that  the  strength  of 
le  industrial  stocks  in  the  DJ]  was  a 
st  gasp  of  the  bull  market),  the 
'esent  arguments  are  logical  enough 
.it  greatly  overstated. 

Let's  look  at  that  oft  heard  argu- 
ent  that  the  public  passion  for  mu 
lal  funds  presages  a  kind  of  buying 


panic  that  will  end  in  a  stampede  out 
of  the  market.  First,  the  public 
doesn't  buy  at  the  top.  In  the  last 
eight  bull  markets  it  did  so  in  only  two 
instances.  And  in  three  of  those  mar- 
kets the  public  was  a  net  seller 
throughout  the  entire  bull  run.  In  the 
great  bull  market  of  1982-87,  the 
peak  of  mutual  fund  sales  was  April 
1986,  when  Americans  bought  $5.1 
billion  of  equity  funds.  That  total  was 
52%  higher  than  for  any  previous 
month  during  the  bull  run.  But  if  you 
took  that  as  a  sell  signal,  you  missed 
out  on  another  49%  rise  before  the 
ominous  events  of  October  1987. 

Second,  the  bears  contend  that  this 
is  cash  looking  for  yields,  and  the 
public  doesn't  really  want  to  own 
stocks;  it  just  has  no  alternatives.  In- 
teresting, but  the  the  public's  hold- 
ings of  CDs  is  down  only  5%  in  the  last 
year,  while  money  market  funds  arc- 
off  only  3%.  Meanwhile,  money  in 
checking  accounts  is  up  23%,  to  $740 
billion.  So,  if  the  bull  market  is  fueled 
by  people  fleeing  cash,  from  where  are 
they  fleeing? 

The  bears  overlook  something  else: 
Most  of  the  money  is  going  into 
international  and  equity-income 
funds,  not  into  speculative,  aggressive 
growth  ones.  If  investment  were 
tending  toward  the  latter,  I,  too, 
would  be  concerned. 

Speaking  of  international,  the 
bears  should  note  that  the  mutual 
fund  mania  is  not  restricted  to  the 
U.S.  According  to  one  study,  Hong 
Kong  is  awash  with  funds.  Unit 
trusts — the  name  for  mutual  funds  in 
London — are  also  off  the  charts.  The 
net  sales  of  U.K.  funds  were  over 
£5.6  billion  through  the  first  8 
months,  which  is  almost  50%  more 
than  the  total  for  1990-92.  So  in  8 
months  they  were  about  50%  greater 
than  the  previous  36. 


As  for  that  terrible  day  of  reckoning, 
when  millions  of  investors  will  shout  a 
deafening  "sell" — what  will  make 
them  do  so?  If  there  is  a  financial  or 
political  crisis,  fund  redemptions  may 
put  more  pressure  on  the  market,  but 
even  that  will  not  necessarily  bring 
wholesale  fund  redemptions.  It  was 
instructive  to  see  the  recent  develop- 
ments in  gold.  Investors  bought  gold 
funds  aggressively  in  July.  After  the 
debacle  on  Aug.  5,  when  gold 
dropped  over  $20,  I  was  concerned 
about  the  effect  of  fund  redemptions 
on  this  segment  of  the  market.  But 
there  was  no  wholesale  dumping. 

I  continue  to  be  positive  on  the 
market  but  find  it  harder  to  find  new 
names  and  ideas.  Thus  I  recommend 
purchases  in  good  stocks  that  have 
run  into  short-term  difficulties. 
Semiconductors,  for  example.  A  bad 
quarterly  earnings  report  for  Ad- 
vanced Micro  Devices  (20)  hit  the 
entire  group.  But  they  have  been 
great  performers.  This  as  an  opportu- 
nity to  buy  Texas  Instruments  (63) 
especially,  as  well  as  Intel  (62)  and 
Motorola  (104). 

cm  ( 46 )  was  up  29%  in  the  first  three 
quarters,  but  concerns  over  the  UAW 
contract  have  caused  some  investors 
to  reduce  their  positions.  I  would 
increase  mine. 

The  banks  and  financial  stocks  have 
not  faltered,  but  given  the  vicissitudes 
of  today's  market,  they  are  probably 
overdue.  Unless  it's  a  catastrophe, 
buy  on  that  weakness.  I  particularly 
suggest  that  you  look  into  Citicorp 
(36)  and  American  Express  (34). 
Don't  overlook  BankAmcrica  (43). 

Understand:  I  don't  suggest  buying 
just  any  stock  that  gets  hit.  Only  those 
that  get  hit  for  temporary  reasons. 
Continue  to  avoid  the  IBMs.  Buy  good 
stocks  on  bad  days,  not  bad  ones  on 
even  further  declines.  Hi 
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FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


Receive  V* 
for  only 


Line 
55 


Ail  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  Hou>  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  lories: $55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:  J.K.  Lasser's  1994  Tax  Guide.  With  your 
subscription  you  also  will  receive  the  newest  edition  of  America's  best-selling 
tax  guide  with:  •  the  latest  developments  and  legislation  •  forms  for  filing  • 
tax  organizer  with  step-by-step  instructions  •  hundreds  of  examples  and 
money-saving  strategies  PLUS  free  update  supplement  and  24-hour  helpline. 
(A  $14.00  value;  yours  at  no  charge  while  supplies  last.)  Your  subscription 
to  Value  Line  may  be  tax-deductible.  Consult  your  tax  advisor. 
Send  check  or  money  order  along  with  name,  address 
and  zip  code  to  gether  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Depf  616G08)  American  Express.  MasterCard  or  Visa.  24  hours  a  day, 
Ik    7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery 
NY  residents  add  sales  lax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

71 1  3rd  Avenue 
NY.  NY  10017-4064 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

FREE  cassettes  will  explain  how  you  can  start  sev- 

CBSI 486  sx  ComfmiCT  eral  or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,000 
per  month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  779 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-4415) 
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VOICE  MAIL 


PRESENTATION  EQUIPMENT 


:::::w#:r;: 


I  Let  our 
y  systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under $300. 


Voice  Mail 
Call  Processing 
Fax-on-Demand 

1-800-947-4884 

Demo  (S10)  522  3800 
.      FAX  (510)  522  5556 

TECHNOLOGY.  INC  /// 

^    r  e/ices  subject  lo  change  withoui  nolicr 


FINANCIAL  SERVICES 


LASER  P0IH1ER 


$7995 

I  B^B^HII 


Engraving  Available! 


Made  in  the  USA  •  1  Year  Warranty 


BUSINESS  OPPORTUNITIES   ■   BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Call/Write  for  FREE  KIT: 
P.O.  Box  484-FB 
Wilmington,  DE  19899 
800-321  -CORP  •  302-652-6532 


iaware 


Fieri  imports 


Store  No  900  Associate  btore 

A  Home  Furnishings  Retailer 
For  sale.  Unlimited  sales  potential. 
Ideal  for  direct  importer  or  investor. 
Write  to:  President,  Amcorp 
P.O  Box  44 
Mobile.  AL  36601-0044 


OFF  WALL  STREET 

Stocks.  Prices-Yours  or  Mine7 
Buy  the  right  stock  at  the  right  price. 
Subscribe  to  Off  Wall  Street  now 
&  notice  the  dramatic  difference! 
1 7  issues,  one  full  year  $85.00 
9  issues,  six  months  $49.00 
OFF  WALL  STREET 
5  Carriage  Drive,  Oxford.  CT  06478 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


EDUCATIONAL  SERVICES 


University  Degrees 

Home  study  Associate,  Bachelor 
Masters,  and   Doctoral  degree 
Paralegal,     Law,  Psycholog 
Business    Administration,  Heafl 
Care  Administration,  Internation 
Business,    Human  Resource 
Technology  Management 
Call  (800)  477-2254 
Southern  California  University 
202  Fashion-F,  Tustin  CA  9268C 


EDUCATIONAL  SERVICES 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  D0CT0RAT 
For  Wort.  Lite  ami  Ataoom 
Eiptrieoce  •  No  ClaunxK 
Attendance  Required 
1-800-423-3244 
FAX  (310)  471-645 
or  send  detailed  return 
lor  Free  Evaluation 

Pacific  Western  L'niversity 

600  N  Sepuiveda  EUvd  Oepi  185  Los  Angeles  CA  9004 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
|  Credit  for  work  /life  exp  •  Accredit© 
(800)  955-8879  (24  hrs.) 

LaSalle  University 

Dept.  879  Slidell,  LA  70459-2000 


ACCOUNTING  SOFTWARE 


23I23S&13 


BEST 

S  0~F  T  W  A  R  E  PRICE! 

10  Accounting/Distribution  Module 
Full  Installation,  Training  &  Suppc 
Network  or  Single  User  Available 
AMEX,  VISA,  MASTERCARD 


1-800-455-8844 
Matrix  Computer  Systems,  Inc. 


OPTICS 


LANGUAGE  INSTRUCTION 


PRESENTATION  EQUIPMENT 


EXECUTIVE  GIFTS 


S  7x40  -  manufactured  by  Carl  Zeiss- Jena 

ed  by  East  German  border  guards  along 
Berlin  Wall,  these  are  thought  to  be  the 
;st  roof  prism  binoculars  ever  made 
rrent  issue  throughout  Eastern  Bloc. 
/er  before  oflered  to  civilian  market, 
ounding  optical  clarity  and  brightness 
ludes  rangelinder  reticle  with  tritium 
nlnator.  infrared  night  vision  filter,  rubber 
lor.  complete  wealherproofmg  Built  to 
remely  rigorous  military  specs  Each 
ze  new  in  the  box  with  English 
ructions  and  individual  serial  number 
ney  back  guarantee  if  not  satisfied. 

xeplional  price  of  S499  includes  a 
slime  warranty.  CA  residents  add 
7.75%  sales  tax 
Quantities  are 
extremely  limited, 
however;  order  now  to 
ensure  delivery  Sorry- 
no  more  than  two 
pieces  per  customer 


SCM  Corporation 

1-800-225-9407 


EXECUTIVE  GIFTS 


HV  TO  STOP  BACK  PAIN  AND 
PIT  FROM  COMING  BACK! 

irloble  seat  that  transforms  chairs  & 
i  seats  into  devices  that  retrain 

muscles  &  support  the  spine  for 
2r  posture.  It  s  the  proven  way  to 
g  relief.  Endorsed       ,  ,  , 
alth  professionals!  J&o 

hirfvolution™  $79» 

d  on  internationally  Money  Back  j 
rted  Alexander  Technique.  Guaron,ee  j 
EDER  OR  GET  Riff  BROCHURE 

800-392-0363 

ire  Education  Products 
itonoh  Ave,  Katonah,  NY  10536 


SCELLANEOUS  FOR  SALE 


E  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-  Any  quantity!  - 

HOUSE  OF  ONYX 

lin  St. ,  Greenville,  KY  42345 
>-844-3100or  FAX  502  +  338-9605 


REAL  ESTATE 


•  Colorado  • 
ngre  de  Cristo  range 

noramic  mountain  views. 

40  acres  $25,000 
the  heart  of  the  majestic 
Rocky  Mountains. 

J.  Ryland 

Box  303  6WK2 
Ft.  Garland,  CO  81133 
(719)  379-3263 


"When  Microsoft  Corp. 

transfers  software  engineers 

for  a  stmt  in  its  Tokyo  office. 

it  gives  them  a  computer 

(program)  called  'Power 

Japanese'  made  by 

Bay  Ware. " 

The  Wall  Street  Journal 

1  Lenrn 

-4  Japanese 

I     Power  Japanese,  the 

1      award  winning 

software  system  for 

"   w  Windows-based 

PC  s.  combines  just 

t             the  right  mixture  of 

^^^b  sound,  graphics. 

|c             and  content  to 

■V            make  learning 

1  ^l         Japanese  a 

1  ^^^^  stimulating 

1  intellectual 

Jkr^^  adventure1 

\ 

H                     Cnll  for  n 

FREE  demo: 

800-538-8867 

Now  at 

COMP  USA 

and  other 

fine  retailers 

MAIL  ORDER 


StairLIFr 

Model  SC 

Ride,  Don't  Climb. 


Ride  up  or  down 
stairs  quickly 
and  easily  with 
StairLIFT  Model 
SC,  the  single- 
seat  lift  from 
Inclmator  Co. 
of  America.  For 
more  informa- 
tion, write  today: 

INCLINATOR 

COMPANY    O  F  J  |A  MERICA 

Dept  7  1/ 
P.O.  Box  1557  Y 
Harrisburg,  PA  17105-1557 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
T  FIG 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mahogany  with 
hondpainted  morkings  ond  details 

•  Over  160  models'  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800  950-9944 


I  At  If  II 


WOW  SHADING  mac 
Of  FINE 
UtOSCUUTUtES 

M25!  No*  79*  Street 
ScoBvdole  AirpoHt ,  A2  8S260 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to 

Free  Bu\iness  (  aulog 
us  Government  Printing  Office 
Office  <>f  Marketing—  Stop  SM 
Washington  I)(  20401 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


SimilJIE 

LASER  POINTER 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


•  1  Year  Warranty  •  <  5mW  Power 

•  Range  up  to  100  yds. 

•  2  AAA  Batteries  Included 
DEALER  INQUIRIES  WELCOME! 

<>  FU.PK 

55  Oak  Court.  Danville.  CA  94526 
Tel  510-820-1763  •  Fan  510-820-8738 


800-854-6686  DEPT.  I 


EXECUTIVE  ART 


'  Mercedes  500  SL......  $24.00 

•  BMW  Italdesign  Nazca  $29.00 

Plus... 

'  Alfa  Romeo  Spyder  ..$27.00 

'  Nissan  300  ZX  Turbo  $27.00 

1  Ferrari  512  TR..  $29.00 

AC  Cobra  $29.00 

and  hundreds  more! 

Each  model  measures  10"  long 

1-800-944-6120 


BROOKLANH 
MOTORS  U 


8361  E.  Evans  Rd.,  #107 
Scottsdale,  AZ  85260 


ORIGINAL 
ANTIQUE  MAPS 


To  Make  A  Distinguished  Statement 


•  Executive  Office 
Decoration 

•  Corporate  Gifts 

•  Collection  Building 


48  East  57th  Street  New  York,  NY  10022 

Gallery  Hours:  Mon-Fri,  10-6;  Sat.  11-4 
(800)  423-3741  (212)  308-0018 
Fax:(212)308-0074 

III.  Catalogue,  $7 

Supplier  to  Leading 
Museums  &  Private 
Collections 


COMPUTER 


Quality  Computet  Systems 


•  366/486  complete  $  649 

•486-33  notebook   1249 

Money  Bacli  Guaranteo 
Froe  Soltwaro  Installation 

800-486COMP 


Compkm  Sail  hknki 

Ytn-ldn 1  h'w.muu  Hunk 


Flying  Cloud 


World-Class  Craftsmanship 
Other  Fine  Nautical  Works  Available 

SEACRAFT™ 

-  CLASSICS 

7850  E.  Evans  Rd.  Sle.  109,  Scottsdale,  AZ  85260 
FAX (602)  998-2314  •  (602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


^^^World's  Largest  Selection  of  Audio  Books 

if! 


Best  Sellers 
on  Cassette 


Full-length 
Readings 

Call  for  Free 
Brochure 


(800)  626-3333 


WATCHES 


PHILADELPHIA  •  BALA  CYNWYD 

CALL  FOR  FREE  CATALOG. 

WATCHES  FROM  *100.  TO  $100,000. 


SHARING 


IBM  Compatible 


Lil   IS  CARING 


m>3m 

i 

EDITED  BY  THOMAS  JAFFE 

More  activity,  less  profits 

Until  this  year,  the  1990s  had  prei 
ty  much  been  a  dry  spell  for  mega- 
mergers.  Without  many  deals,  capital 
shifted  away  from  risk  arbitrage.  Hut 
now  that  mergers  are  popping  again, 
the  capital  is  starting  to  flow  back. 

Perhaps  there's  already  too  much 
capital  chasing  too  few  deals.  Despite 
such  huge  proposed  mergers  as  Med 
co/Merck,  McCaw/AT&T  and  TCl/ 
Hell  Atlantic,  and  the  ongoing  battle 
for  Paramount  Communications,  the 
arbs'  returns  aren't  all  that  exciting. 

Frank  Gallagher,  research  director 
for  Oscar  Gruss  &  Son,  a  New  York 
firm  specializing  in  takeover  trading, 
estimates  the  average  arb's  returns 
over  the  last  12  months  at  best  match 
the  13%  return  of  the  s&P  500. 

Why  such  low  returns?  Arbs  make 
their  best  money  when  a  takeover 
target  trades  at  a  substantial  discount 
to  the  price  at  which  it  is  ultimately 
acquired.  Such  a  spread  may  occur  if 
there's  uncertainty  about  whether  a 
deal  will  be  completed,  or  if  a  bidding 
war  breaks  out.  But  except  for  Para- 
mount, Gallagher  expects  few  of  the 
45  takeovers  he's  currently  tracking 
will  be  completed  at  a  premium  to  the 
initial  offer.  Moreover,  after  most  of 
these  deals  were  announced,  the  tar- 
gets' stocks  swiftly  traded  up  to  only  a 
small  discount  from  the  price  at  which 
the  deals  are  to  be  completed.  In  the 
mid-1980s,  arbs  sought  annual  re- 
turns of  over  20%  per  deal. 

The  most  promising  situation  right 
now  is  Merck's  proposed  acquisition 
of  Medco.  Because  of  antitrust  con- 
cerns, Medco  stock  is  trading  at  a 
4.8%  discount  to  the  value  of  the 
Merck  stock  Medco  holders  will  re- 
ceive ( each  Medco  share  will  fetch  1 .2 


Friendly  deals;  modest  returns 

Acquirer/target  Target's 

Expected 

Annualized 

recent 

closing 

rate  of 

price 

date 

return* 

Entergy/Gulf  States  Utilities  19 

1/30/94 

11.5% 

Mattel/Fisher-Price  38 

11/30/93 

7.7 

->lumbia  Healthcare/Hosp  Corp  Amer  29Vb 

1/15/94 

14.9 

Society  Corp/KeyCorp  35 

3/30/94 

7.0 

AT&T.M-Caw  Cellular  Communications  54 

6/30/94 

10.5 

Mei_  I  '  'Medco  Containment  Services  37% 

11/30/93 

36.1 

Primeru.        '^rsCorp  37 

2/15/94 

7.7 

'Estimated.  Return  ,    Nation  reflects  closing  stock  price  on  Oct.  18  and  is  adjusted  for 

bid/ask  price.   Sow  :e     car  Gruss  &  Son,  Inc. 

of  Merck  plus  cash).  If  these  fears 
prove  unwarranted,  and  if  the  deal 
closes  by  December  as  expected,  the 
arbs  could  earn  an  annualized  return 
of  as  much  as  36%.  But  by  Gallagher's 
reckoning,  the  likely  arbitrage  returns 
on  AT&T/McCaw  and  Primerica/ 
Travelers  are  below  12%  (see  table). 

Even  the  Paramount  bidding  war 
won't  necessarily  guarantee  high  re- 
turns for  the  arbs.  They  traditionally 
lock  in  profits  by  buying  a  target's 
stock  and  selling  short  its  acquirer's 
shares.  But  with  so  many  companies 
taking  part  in  the  battle,  the  Para 
mount  arbs  are  finding  it  difficult  to 
hedge  against  potential  losses. 

In  fact,  neither  bidder  for  Para- 
mount has  even  guaranteed  a  collar, 
or  minimum  value,  for  the  stock  they 
intend  to  use  to  finance  most  of  the 
transaction.  For  all  these  reasons,  risk 
arbitrage  probably  won't  be  nearly  as 
profitable  in  the  1990s  as  it  was  in  the 
1980s.  -Riva  Atlas 

Hillary's  dog 

According  to  the  New  York  Times, 
Hillarv  Clinton  owns  between 
$500,000  and  Sl.l  million  worth  of 
stocks  and  bonds.  Among  them  is  a 
real  dog:  Liz  Claiborne,  Inc.  Since 
mid-1991,  the  NYSE-listed  shares  of 
the  S2.2  billion  (sales)  apparel  com- 
pany have  slumped  from  around  50  to 
a  recent  18%.  The  latest  bad  news: 
New  York-based  Liz  announced  mis- 
erable third-quarter  earnings  and  the 
fourth  quarter  should  be  worse. 

Time  to  buy  on  bad  news?  Unless 
you're  desperate  to  be  partners  in 
something  with  the  First  Lady,  ana- 
lyst Todd  Slater  of  UBS  Securities  ad- 
vises giving  Liz  Claiborne  a  wide 
berth.  Slater  re- 
calls that  from 
1983  to  1992  it 
was  exceptionally 
profitable,  with 
net  margins  typi- 
callv  exceeding 
10%.  But  he  says 
the  margin  this 
year  could  be  just 
6%.  The  casual 
wear  market,  on 
which  the  com- 
pany's profits  got 
tat,  has  now  be- 
come so  crowded 


Hillary  Clinton 

Pondering  Liz  Claiborne's  nosedive? 


with  suppliers  and  retailers  th 
there's  not  enough  demand  to  5 
around.  As  of  Sept.  30,  Liz's  invc 
tones  were  $406  million,  up  35 
from  the  year  before,  on  flat  sales. 

Slater  expects  Liz  Claiborne  to  ea 
$1.60  a  share  this  vear,  down  fro 
$2.61  in  both  1991  and  1992.  I 
says  the  company  may  earn  $1.80 
share  in  1994  on  flat  sales.  But  ev< 
that  could  be  optimistic,  he  says. 

Two  Latin  gems 

Some  Latin  American  stocks  ofl 
such  broad  plays  on  their  home  n 
tions'  growth  prospects  that  they  r 
semble  a  sort  of  mini  country  fund. 

In  the  Colombian  market,  Men 
Lynch  analyst  Margaret  Savers  lik 
Cali-based  Corporacion  Financie 
del  Valle,  S.A.,  a  $341  million  (es 
mated  1993  sales)  conglomerate,  c 
is  best  known  for  its  profitable  fina 
cial  services  business.  But  $ayers  se 
considerable  hidden  value  in  the  cor 
parry's  industrial  holdings.  These  i 
elude  83%  of  Colombia's  leading  tir 
makers,  stakes  in  three  cement  comp 
nies  and  an  interest  in  Fabricate), 
large  textile  producer.  CFV  has  1 
million  American  Depositary  Receip 
each  equal  to  2  common  shares,  ava 
able  to  institutional  investors.  Rece 
price:  16%,  about  10  times  estimate 
1993  earnings,  versus  an  average  r 
of  13  times  prospective  1993  earnin 
for  the  Colombian  bolsa. 

In  Argentina,  Baring  Securities  a 
alyst  Gabriela  Romeri  likes  conglor 
erate  Cia.  Naviera  Perez  Compan 
Its  1 .4  million  adrs,  each  equal  to 
common  shares,  trade  o-t-c.  Rece 
price:  $12.40.  (The  adrs  represe 
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>s  than  1%  of  total  equity  capital.) 
Last  year  Perez  Companc  earned 
[05  million,  up  40%,  on  consolidat- 
I  sales  of  $925  million.  But  the 
»mpany's  real  appeal,  says  Romeri, 
s  in  the  pieces  of  privatized  state 
iterprises  that  it  has  acquired  since 
>90.  These  include  stakes  ofYPF,  the 
5.9  billion  (sales)  privatized  state  oil 
onopoly,  Telecom,  the  old  state 
lone  company,  and  Edesur,  an  dec 
c  utility  serving  Buenos  Aires.  Ro 
eri  expects  Perez  Companc's  1993 
rnings  per  adr  to  rise  48%,  to  68 
nts.  She  looks  for  a  1 0%-plus  gain  in 
•94.  Another  attraction:  In  1991 
d  1992  Perez  Companc  paid  out 
out  40%  of  its  earnings  as  cash 
tddends.  If  1993  follows  suit,  and  if 
>meri  is  right  about  this  year's  earn 
gs,  it  means  that  at  current  prices 
e  ADRs  could  yield  2.2%  for  the 
ar.  -Joel  Mii.i.man 

argain  Bladex 

Mother  Latin  name  to  consider  is 
nama  City-based  Banco  Latino- 
lericano  de  Exportaciones,  S.A. 
lown  as  Bladex,  it  is  31%-owned  by 
:  central  banks  of  22  Latin  Ameri- 

1  and  Caribbean  nations.  Bladex 
ikes  short-term  trade  financing 
ins  to  its  shareholder  banks  as  well 
to  the  commercial  banks  and  state - 
ned  exporting  organizations  of  its 
ireholder  countries.  Founded  in 
77,  Bladex's  loan  portfolio  has 
mil  21%  a  year.  And  loan  losses 
VC  been  under  $10  million  on  $30 
lion  of  total  loan  fundings  made 
ce  it  opened  for  business. 
Bladex  went  public  on  the  Big 
>ard  in  September  1992,  selling  4 
llion  new  ly  issued  Class  E  shares  at 

2  apiece.  (There  are  17.1  million 
tstanding  shares.)  Since  then  the 
>ck  has  doubled,  to  a  recent  $44. 
At  those  levels,  Bladex  trades  for  a 
h  1  7  times  the  $2.60  per  share,  up 
%,  that  Oppenheimer  &  Co.  bank 

analyst  Chris  Kotowski  estimates 
will  earn  this  year.  But  while  Ko 
-vski  admits  that's  an  expensive 
iltiple  for  a  bank  stock,  he  thinks 
>  a  reasonable  for  a  growth 
>ck — which  he  considers  Bladex  to 
.  Kotowski  expects  Bladex's  earn 
!,s  to  compound  at  a  20%  rate 
rough  1995,  and  considers  the 
>ck  a  buy.  J  M  Hi 


The  Ultimate  Travel 
Experience 

THE  FORBES  FYI 

CONNOISSEURS'  TOUR  OF  SCOTLAND 

Exclusively  Designed  and  Operated  by 
Cable  &  Knight  Heritage  Tours 

DISCOVER  THE  HIDDEN  BEAUTY  OF  THE  SCOTTISH  COUNTRYSIDE. 

ENJOY  golf  played  on  the  courses  chosen  for  the  1994,  1995  and  1997 
British  Open,  fly-fishing,  gourmet  dining,  stays  in  elegant  hotels  and  castles, 
distillery  tours  and  malt  whisky  tastings,  shopping  at  select  boutiques  and 
even  a  hot-air  balloon  tour. 

THIS  ONCE-IN-A-LIFETIME  EXPERIENCE  will  be  limited  to  24 
people,  so  reserve  early.  The  tour  also  makes  a  wonderful  holi- 
day gift  for  the  person  who  has  everything.  Priced  at  $7,500  to 
$15,000  per  person/double  occupancy. 

FOR  MORE  INFORMATION  PLEASE  CALL 
CABLE  &  KNIGHT  HERITAGE  TOURS 
AT  1-800-484-7382  (ACCESS  CODE  2439), 
201-447-1815  OR  DIAL  1-800-234-8993 
TO  RECEIVE  INSTANT  INFORMATION  BY  FAX. 
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If  you  like  the  Trib 

when  you're 
travelling,  why  not 
get  it  at  home? 

Now  the  International  Herald 
Tribune  offers  same  day 
delivery  in  many  U.S.  cities. 

For  your  daily  international 
briefing  -  with  features  on 
travel,  fashion,  global 
investing  and  much,  much 
more,  call  lis  toll  f  ree: 

1-800-882-2884 
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What  you  don't  know  about 
applying  information  technology 
can  cost  you  your  leadership. 


Unleashing  the  Power  &  Realizing  the  Potential  is  a  new, 
revealing  video  series  from  MIT's  Sloan  School  of  Management. 

You  will  learn  from  the  series  how  the  CEOs  and  ClOs  of 
companies  like  Banc  One,  Johnson  &  Johnson,  JCPenney  and 
Xerox  get  significant  impact  from  investments  in  information 
technology. 

If  you  think  your  organization's  information  technology 
underperforms,  this  series  is  a  must. 

For  more  information  about  the  series  and  how  it  can  contribute 
to  your  competitive  well-being,  call  (800)  753-5542. 

"Of  all  the  ideas  we  reviewed  for  the  Forbes  Initiative, 
I  believe  this  video  series  from  MIT  has  the  greatest  potential 
to  help  you  improve  your  competitiveness. " 

Malcolm  S.  Forbes,  Jr. 
President,  Editor  in  Chief, 
Forbes  Magazine 
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rhe  more  things  change  . . ." 

0  years  ago  in  Forbes 

•ROM  THE  ISSUE  OF  Nov.  10,  1923) 

Many  farmers  grow  wheat,  one  is 
luctantly  forced  to  conclude,  be- 
luse  they  prefer  to  work  only  one 
andred  days  in  the  year  to  working 

1  the  year  round.  Diversified  tanning 
many  sections  pays  better  than  the 
eclusive  growing  of  wheat,  but  di- 
?rsified  farming  calls  for  more  skill, 
ore  sweat,  more  enterprise,  more 
itiative." 

[t  is  every  man's  duty  to  strive  to 
ve  his  children  the  best  possible 
juipment  for  life.  But  to  leave  mil- 
Mis  to  young  sons  is  dangerous, 
ich  of  us  is  better  for  having  to  make 
ir  own  money  in  the  world.  .  .  .  To 
ke  from  any-one  the  incentive  to 
ork  is  a  questionable  service." 
Sank  of  America  head  A. P.  Giannini 

0  years  ago 

ROM  THE  ISSUE  of  Nov.  15,  1933) 

Deplorably  few  picks  and  shovels 
ive  yet  begun  to  make  dirt  fly  on 
:w  federal  buildings  financed  from 
e  $3.3  billion  government  fund, 
rue,  there  have  been  'allotments' 
Jore,  ranging  from  a  paltry  few 
illions  to  scores  of  millions, 
oubtless  lots  of  architects,  engi- 
:ers,  draughtsmen  and  other  in- 
)or  workers  are  busy  on  plans  and 
ueprints;  but  how  many  manual 
borers  and  artisans  have  actually 
:en  put  to  work  on  government- 
onsored  buildings?" 

What  of  the  next  six  months?  Ever)' 
dication  now  points  to  improve  - 
ent,  probably  steady  improvement, 
iring  that  period .  By  April,  it  is  quite 
iely  that  business  in  dollars  will  be 
)%  ahead  of  business  a  year  earlier." 

0  years  ago 

ROM  THE  ISSUE  of  New.  15,  1943) 

rhe  financial  world  knows  that 
>viet  Russia  never  once  welshed  on 
eeting  interest  on  its  foreign-held 
debtedncss  or  in  paying  off  matur- 
g  obligations.  This  fact  may  be 
arth  weighing  against  such  analyses 
the  new  war  pact  as  are  spiced  with 
spicion.  Whatever  mental  reserva- 
3ns  Stalin  may  have  had  when  he 
tached  his  signature  to  the  new 


In  the  early 
1920s,  this 
White  River 
Puget  Sound 
hydroelectric 
plant  relieved 
a  severe  power 
shortage  in 
the  Northwest. 
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historic  agreement,  the  incontestable 
fact  is  that  his  action  is  most  encour- 
aging to  the  United  Nations,  discour- 
aging to  Hitler  and  Hirohito." 

"One  company  is  rewarding  [war] 
workers  for  suggestions  with  mer- 
chandise instead  of  money.  'Payment' 
is  made  in  nylon  stockings,  safety 
razors  and  blades,  even  meats  and 
butter." 

25  years  ago 

(From  the  issue  of  Nov.  15,  1968) 
"Early  last  year  women  were  picket- 
ing supermarkets  to  protest  high  food 
prices.  This  year  all  is  peaceful  despite 
still  higher  prices — because  the  hum- 
ming economy  is  giving  housewives 
more  money  to  spend.  But  while  su- 
permarkets have  been  growing,  [food] 
chains  have  not  yet  been  able  to  get 
their  earnings  back  up  to  1966  levels. 
'It  would  help  us,'  says  Chairman 
James  E.  Davis  of  [Florida-based] 
Winn-Dixie  Stores,  'if  the  consumer 
were  a  little  more  price  conscious.'  " 

"Richard  Nixon's  the  one — officially, 
now.  The  cool  campaigner  and  circum- 
stances in  timely  combination  made  an 
election  winner  of  the  man  given  up  as 
politically  dead  just  a  few  short  years 
ago.  Whether  he'll  be  a  winner  as  Presi- 
dent remains  to  be  seen." 

"It's  bad  enough  to  be  poor  in  Tex- 
as; it's  worse  to  be  poor  in  Dallas.  So 
pity  President  Stanley  Marcus  of  Nei- 
man  Marcus  Co.  The  company's  pro- 
gram to  expand  its  chain  of  four  spe- 
cialty stores  in  Houston,  Dallas  and 
Fort  Worth  called  for  a  big  roll  of 
dollars,  and  Neiman  Marcus  was 
straining  its  cash  and  credit.  To  the 
rescue:  a  Califomian,  Broadway-Hale 
Stores,  which  runs  36  typical  depart 


ment  stores.  .  .  .  Last  month  the  two 
companies  announced  their  $39  mil- 
lion, stock-swap  plan  to  merge." 

10  years  ago 

(From  the  issue  of  Nov.  7,  1983) 
"Ever  since  we  began  our  Up  & 
Comers  section  4V2  years  ago,  Forbes 
has  been  devoting  increasing  cover- 
age to  small  and  middling-size  com- 
panies. Why?  Because  our  economy 
has  grown  by  more  than  20  million 
jobs  in  the  past  ten  years,  and  virtually 
all  of  the  net  new  jobs  have  been  in 
smaller  businesses.  ...  Is  big  business 
finished?  Certainly  not,  but  nobody 
can  say  it  has  things  ...  its  own  way." 
-Forbes  Editor  James  W.  Michaels 

"Two  young  California  entrepre- 
neurs plan  to  bring  religion  to  Wall 
Street — literally.  Richard  Rock  and 
William  Turbay,  both  33,  are  offering 
investors  (through  D.H.  Blair  &  Co.) 
600,000  shares  of  their  company, 
Martinez  &  Murphey  Vestment  Mak- 
ers. With  the  proceeds  they  hope  to 
expand  the  marketing  of  a  full  line  of 
liturgical  trappings  for  all  faiths — 
stoles,  albs,  cassocks,  copes,  plus  such 
esoterica  as  phelonions,  omophor- 
ions  and  sticharions."  WBM 


Vestments  like 
these,  for  a 
well-dressed 
Maronite  priest, 
were  available 
from  a  catalog 
in  the  early 
1960s. 
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THOUGHTS  OH  THE  BUSINESS  OF  Lire 


Can  you  understand  why 
the  Congress,  most  states 
and  most  cities  refuse 
to  pass  legislation 
requiring  the  registration 
and  licensing  of  any 
and  all  guns?  For  the 
life  of  me,  I  can  V.  We 
must  register  our  cars 
and  be  licensed  to  drive. 
In  many  places  we  must  get 
licenses  for  dogs  and  even 
bicycles.  Being  required 
to  register  firearms  and 
show  the  competence  and 
capacity  to  handle  them 
hardly  seems  unreasonable, 
hardly  seems  an  infringe- 
ment of  freedom. 

What  is  it  that 
blocks  such  legislation  ? 
Why  do  they  block  it?  How 
are  they  able  to  block  it? 

-Malcolm  Forbes 


A  Text... 

I  have  fought  the  good 
fight,  I  have  finished  my 
course,  I  have  kept  the 
faith.  Henceforth  there  is 
laid  up  for  me  a  crown  of 
righteousness,  which  the 
Lord,  the  righteous  judge, 
shall  give  me  at  that  day; 
and  not  to  me  only,  but  unto 
all  them  also  that  love 
his  appearing. 
-II  TIMOTHY  4:7-8 


Sent  in  by  Frances  White, 
Woodburn,  Ore.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


Nothing  that  is  not  a 
real  crime  makes  a  man 
appear  so  contemptible 
and  little  in  the  eyes  of 
the  world  as  inconstancy. 
-Joseph  Addison 

Consistency  requires  you 
to  be  as  ignorant  today  as 
you  were  a  year  ago. 
-Bernard  Berenson 

Parrots,  tortoises  and 

redwoods, 
Live  a  longer  lite  than 

men  do, 
Men  a  longer  life  than 

dogs  do, 
Dogs  a  longer  life  than 

love  does. 
-Edna  St.  Vincent  Millav 

When  young  we  are  faithful 
to  individuals,  when  older 
we  grow  more  loyal  id 
situations  and  to  types. 
-Cyril  Connolly 


Only  a  person  who  has  faith 
in  himself  can  be  faithful 
to  others. 
-Erich  Fromm 

It  is  as  absurd  to  say  that 
a  man  can't  love  one  woman 
all  the  time  as  it  is  to 
say  t  hat  a  violinist  needs 
several  violins  to  play 
the  same  piece  of  music. 
-Honore  de  Balzac 

The  fickleness  of  the  women 
I  love  is  only  equalled 
by  the  infernal  constancy 
of  the  women  who  love  me. 

-George  Bernard  Shaw 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $69.50  ($27.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $27.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


We  should  measure  affection, 

not  like  youngsters  by 

the  ardor  of  its  passion, 

but  by  its  strength 

and  constancy. 

-Cicero 

There  is  nothing  in  this  world 
constant  but  inconstancy. 

-Jonathan  Swift 

There  arc  two  sorts  <>t 
constancy  in  love;  the  one- 
comes  from  the  constant 
discovery  in  our  beloved 
of  new  grounds  for  love, 
and  the  other  from  making 
it  a  point  of  honor  to 
be  constant. 
-La  Rochefoucauld 

An  ounce  of  loyalty  is 
worth  a  pound  of  cleverness. 

—Elbert  Hubbard 

A  faithful  woman  looks  to  the 
spring,  a  good  book,  perfume, 
earthquakes,  and  divine 
rev  elation  for  the  experience 
others  find  in  a  lover.  They 
deceiv  e  their  husbands,  so 
to  speak,  w  ith  the  entire 
world,  men  excepted. 
-Jean  Giraudoux 

Out  upon  it,  I  have  lov  ed 
Three  whole  days  together; 

And  am  like  to  lov  e  three  more 
If  it  proves  fair  w  eather. 

-Sir  John  Suckling 

Whose  bread  I  eat,  his 
song  I  sing. 

-German  saying 

f  aithfulness  is  to  the 
emotional  life  w  hat 
consistency  is  to  the  lite 
of  the  intellect — simply 
a  confession  of  failure. 
-Oscar  Wilde 

You  can  never  trust  a  woman; 
she  may  be  true  to  you. 

-DOUGLAS  AlNSLIE 
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A.  Gear  is  back  •  Netf rame  vs.  Compaq  •  Disney's  big  Aladdin  score 


Making  a  big  world  smaller. 


What  difference  does  it  make  that  Lufthansa  flies 
to  more  international  destinations  than  any  other 
single  airline?  Or  that  every  40  seconds  a 
Lufthansa  plane  takes  off  or  lands  in  one  of  180 
cities  around  the  world?  The  point  is  that  over  the 
years  every  experience  with  every  traveler,  from 
every  corner  of  the  world,  has  helped  us 
understand  you  We've  come  to  know  cultures 
and  customs  from  around  the  globe.  All  the  better 
to  help  you  feel  at  home  everywhere,  on  the 
ground,  and  in  the  air.  Even  in  many  cities  we 
don't  fly  to,  you'll  find  a  Lufthansa  office  ready  to 
serve  your  needs.  Experience  that's  worldwide 
and  worldwise.  It's  a  difference  that's  helped  us 
make  friends  with  a  world  full  of  travelers. 
And  that  can  make  this  big  world  feel  very 
small  indeed. 


A  passion  for  perfection 


H 


Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 


,  





.Advisor  Faring  TTkis  ^ear? 


(Audi  wlkat  albomtt  foi8  flie  last 


l9  3  years,  A  years,  et< 


Trust  Company  of 
the  West  and  the 
other  members  of 
the  TCW  group 
offer  expertise  in 
30  different  invest- 
ment areas. 

This  allows  our 
clients  to  allocate 
assets  among  a 
variety  of  invest- 
ment disciplines, 
including  6  equity 
and  7  fixed  income 
alternatives,  one  of 
which  would  rank 
in  the  1st  percentile 
for  1,  3,  and  5  years 
in  the  Russell  universe 
3,000  fixed  income  funds. 


Is  your  equity  manager  significantly 
outperforming  the  S&P  500? 
TCW's  Concentrated  Core 
strategy  is. 


Is  your  fixed  income  manager 
significantly  outperforming  the 
Salomon  Bros.  Broad  Index? 
TCW's  High  Grade  Fixed  Income 
strategy  is. 

Is  your  equity  manager  significantly 
outperforming  the  NASDAQ  Index? 
TCW's  Earnings  Momentum 
strategy  is. 

Is  your  fixed  income  manager 
significantly  outperforming  the 
Lehman  Bros.  Mortgage-Backed 
Securities  Index?  TCW's  Mortgage- 
Backed  Securities  strategy  is. 


of 


over 


It's  an  investment 
record  like  this 
that  has  enabled 
us  to  grow  assets 
under  management 
from  $8  million  to 
$40  billion  in  the 
last  2 1  years. 

To  obtain  more 
information  on 
r  ri  vate  CI  lent 
Services  for  indi- 
viduals, family 
trusts,  foundations 
and  other  eleemosy- 
nary institutions 
wi  th  assets  o  f  $5 
million  or  more, 
please  contact  Jeffrey  V.  Peterson, 
at  (213) 244-0500. 


TCW 


Trust  Company  of  the  West 


A  MEMBER  OF  THE  TCW  GROUP  OF  COMPANIES 


LOS  ANGELES       (2i3)  244-0000       NEW  YORK       (212)  297-4000 


It  will  send  the  competiti 


For  years  Mercedes-Benz  has  been 
leading  the  automotive  industry  in  one 
big  game  of  follow  the  leader. 

But  while  other  car  companies  have 
been  trying  to  make  their  cars  as  good 
as  a  Mercedes,  we've  made  ours  better. 


Introducing  the  new  E-Class.  The 
E320,  E420  and  E  500  Sedans,  the  E320 
Station  Wagon,  Coupe  and  Cabriolet. 

One  glance  and  you'll  notice  the 
E-Class  has  a  sleek,  elegant  new  design 
that  is  at  once  as  timely  as  it  is  timeless. 


Sit  inside  and  the  E-Class  is 
fortable  as  any  car  in  its  class, 
exceedingly  more  comforting, 
dically  crafted  front  seats,  for 
are  designed  to  withstand  ca 
rear  impacts  of  up  to  30  mph. 


•MSRP  for  an  E320  Sedan  includes  transportation.  Excludes  all  taxes,  title/documentary  fees,  ri 
fees,  and  finance  charges.  Prices  may  vary  by  dealer.  E420  shown  at  MSRP  i 


ick  to  our  drawing  board. 


the  key  in  the  E320  and  you'll 
ice  a  217  hp  6-cylinder  engine 
ils  most  V8's.  While  the  E420  has 

V8  that  rivals  most  everything. 

there  is  one  place  where  our 
tion  has  managed  to  catch  up  to 


us.  And  that's  price.  So  come  into  your 
nearest  Mercedes-Benz  showroom  and 
take  a  close  look  at  the  new  E-Class.  Our 
competition  certainly  will. 

For  additional  information  on  the  new 
E-Class.  call  1-800-759-5685. 


The  New  E-Class 
Starting  at  $42,975* 


er  prep  charges,  insurance,  optional  equipment,  certificate  of  compliance  or  non-compliance 
ercedes-Benz  of  North  America,  Inc.,  Montvale,  N.I.,  Member  of  the  Daimler-Benz  Group. 
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Stay  at  a  hotel  in  Qatar  inspired  by  the 
pyramids.  A  tower  overlooking  the  water 

in  Chicago.  A  pink  palace  in  Waikiki. 
You'll  find  that  each  of  our  more  than  400 
properties  in  61  countries  is  one-of-a-kind. 

With  services  and  amenities  inspired 

OUR  HOTELS 
AREN'T  INSPIRED  DY 
OTHER  HOTELS. 

by  our  experience  with  travelers 
around  the  world.  For  reservations, 
call  your  travel  professional  or 


ITT  Sheraton  Corporation. 


*  ««    »  I  \4 


800-325-3535.  And  remember  to  join 


the  new  ITT  Sheraton  Club  International 


on  your  next  stay. 
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an 

Plan  for  Income  Today 
or  Growth  for  Tomorrow, 

Many  people  think  of  investments  as  either 
income-oriented  or  growth-oriented.  The 
Franklin  Income  Fund  is  designed  to  give 
you  the  choice.  And  the  fund  has  paid  divi- 
dends without  interruption  for 
more  than  45  years. 

With  its  diversified  portfolio  of 
common  stocks  and  bonds,  the 
Franklin  Income  Fund  has  lived  up 
to  its  goal  of  high  current  income 
and  long-term  growth.  Of  course, 
past  performance  does  not  guaran- 
tee future  results. 


Current  Yieldf 


72% 


Average  Annual 
Total  Returnsff 


14.2% 

I-year 


13.3% 

5-year 


13.0% 

10-year 


Call  your  investment  advisor  or  Franklin 
today  for  a  free  brochure. 

tYield,  calculated  as  required  by  the  SEC,  is  based  on  earnings  of  the  fund's  portfolio  for  the  30  days 
ended  9/30/93.  High  yields  reflect  the  higher  credit  risks  associated  with  certain  lower-rated  securities 
in  the  funds  portfolio,  and  in  some  cases,  the  lower  market  prices  for  these  instruments.  ffReturns  for  the 
period  ended  9/  30/93  include  the  maximum  4%  initial  sales  charge  and  assume  reinvestment  of  divi- 
dends at  the  offering  price  and  capital  gams  at  net  asset  value.  Investment  return  and  principal  value  will 
fluctuate  so  thai  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 
Franklin /l empleton  Distributors,  Inc. 


Call  1-800- 
342-FUND 
Ext.  1268 

Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

J^y>->/  /  would  like  a  free  prospectus 
containing  more  complete  information 
on  the  Franklin  Income  Fund,  including 
charges  and  expenses.  I  will  read  it  care- 
fully before  I  invest  or  send  money. 

D  /  am  currently  a  Franklin 
shareholder. 

Name 
Address 
City/State/Zip 
Daytime  Phone 

FOB93 
1268 
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A  Proud  Member  of  the  $105  Billion  Frankl 
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FDA's  reign  of  terror 


Leslie  Spencer  says,  "The  first.hurdle  to  research  on  the  Food 
Drug  Administration  is  its  reign  of  terror.  Even  many  of  fi 
Commissioner  Kcssler's  critics  are  afraid  to  speak  for  the  recor 
Pleading  for  anonymity,  one  former  FDA-er  said:  'The  company 
now  work  for  has  to  deal  with  the  FDA,  and  they  could  shut  us  down 
they  wanted  to.'  " 

Rather  than  discourage  Spencer  and  coauthor  Peter  Brimelow, 
this  made  them  more  eager  to  get  our  cover  story.  "There  is 
Spencer  discovered,  "a  festering  mass  of  stuff  out  there  on  Kessl 
and  his  agency. "  I  asked  Spencer  why  so  little  of  this  had  bci 
reported  before.  Her  response:  "It  isn't  that  Washington  journalii 
don't  report  on  the  FDA.  But 
they  seem  to  be  still  in  the 
muckraking  era.  They  still 
think  that  the  FDA  protects 
innocent  consumers  from 
greedy  big  business.  And  food 
and  drug  lawyers  just  take  FDA 
politics  for  granted.  So  when  I 
asked,  for  instance,  if  John 
Dingell's  micromanagement 
of  the  agency  poses  separa- 
tion-of- powers  questions, 
they  said,  'Sure  it  does.  I  never 
thought  of  that.  No  one  has 
ever  asked  before.1  "  Story 
starts  on  page  108. 

Reshuffling  the  deck 

Having  spent  four  decades  covering  business,  1  observe  tl 
current  mania  over  multimedia  stocks  with  a  fair  degree  of  detac 
ment.  Yes,  the  new  communications  technologies  will  in  tin 
change  the  world.  But  historv  suggests  that  few  of  today's  b 
multimedia  players  will  be  among  the  ultimate  winners. 

Look  at  other  technological  upheavals  of  the  recent  past.  When ' 
began  transforming  American  life  nearly  50  years  ago,  smart  mon 
was  on  three  companies  that  don't  even  exist  today:  RCA,  Du  Mo 
and  Admiral.  The  moviemakers,  supposedly  doomed  by  TV,  walk 
away  with  a  big  piece  of  the  pot. 

Computers:  In  1961  Forbes  reported  that  IBM's  chief  competitc 
were  GE,  Honeywell,  RCA  and  Sperry  Rand,  ge  and  Honeywi 
dropped  out,  and  Sperry  is  now  part  of  Unisys.  Bill  Gates  was 
preschooler  then,  Motorola  was  a  smallish  maker  of  radios  and  T 
and  Intel  was  yet  to  be  born. 

In  this  spirit,  read  Andy  Kessler's  column  on  page  174.  He  a: 
through  the  hype  about  multimedia.  Notice,  he  says,  how  some 
the  smartest  players  are  cashing  out.  People  like  John  Malone  dor 
lack  faith  in  the  communications  future,  but  they  know  that  wh< 
new  technology  reshuffles  the  economic  deck,  nobody,  but  nobod 
knows  how  the  cards  will  fall. 
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The  library  of  Presidio,  Texas,  has  one 
ing  going  for  it  many  larger  libraries 
>n't.  The  power  of  Sprint  communica- 
ms  technology. 

Sprint  connects  the  library's  computer 
th  information  providers  all  across 
?  country.  Which  means  residents  of 

993  Sprint  Communications  Company  L  P 


this  small  Texas  town  can  instantly 
access  world  news,  play  the  stock  market, 
even  browse  the  Library  of  Congress 
nearly  2,000  miles  away.  All  without 
leaving  town. 

Just  goes  to  show  you  that  these  days, 
even  in  the  middle  of  nowhere,  you  can 


be  just  about  anywhere  at  all. 

If  you  have  the  right  communications 
company  that  is.  For  more  information, 
call  1-800- PIN-DROP. 


Sprint 

Be  there  now. 


Sure  it's  leather. 
And  Waterford  is  glassware,  the  Concorde  is  an 
airplane  and  Frank  Lloyd  Wright  built  houses. 


Call  1-800-820-0500  to  learn  more  about  Infiniti  or  to  arrange  a  Guest  Drive. 
©  1993  Infiniti  D  ivision  of  Nissan  Motor  Corporation  U.S.A. 


For  everything  in  life,  there  is  someone  who 
turns  it  into  more  than  a  product  or  a  job.  They 
make  it  a  passion.  And  their  creations  seem  to  he 
imbued  with  a  soul 

That  is  our  goal  at  Infiniti.  To  craft  benchmark 
automobiles  which,  in  every  detail,  represent  w  hat 
was  possible  at  a  given  point  in  time. 

Just  one  such  detail  is  our  leather.  To  say  that 
a  car  has  a  leather-appointed  interior  is  like  saying 
it  has  rubber  tires. 

We  collaborated  4  years  with  a  century-old 
leather  company  to  achieve  the  finest  leather  they 
have  ever  produced.  Supple,  yet  supportive  for  per- 
formance driving.  A  luxurious  "moist  to  the  touch  " 
feel,  yet  incredibly  durable. 

Of  course,  such  obsession  with  one  feature 
leads  to  another.  When  we  enhanced  the  leather  fin- 
ish still  more  for  our  1QQ4  Q45,  we  re-calibrated 
the  entire  audio  system  to  account  for  the  difference 
in  sound-wave  reflectivity. 

Visit  your  Infiniti  showroom.  Have  a  seat. 
And  see  why  there's  leather,  and  then,  there's  leather. 
And  then  there's  our  leather. 

Its  everything  that's  possible". 
INFINITI® 
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Were  we  wrong  on  WMX? 

The  cover  story  in  our  issue  of  Aug. 
2  was  a  highly  upbeat  analysis  of  WMX 
Technologies,  Inc.  The  stock  was 
then  $32.  But  last  month  wmx  stock 
took  a  big  hit,  dropping  nearly  five 
points,  to  $24  a  share,  and  has  lan- 
guished there  since. 

Were  we  wrong?  We  think  the  mar- 
ket overreacted. 

The  news  that  punished  the  stock 
wasn't  the  announcement  of  a  big 
writeoff  and  a  scaling  back  of  opera- 
tions at  wmx's  78%-owned  Chemical 
Waste  Management,  Inc.  subsidiary, 
known  as  Chem  Waste.  The  entire 
hazardous  waste  disposal  industry  is 
suffering  because  it  anticipated  huge 
expenditures  on  the  cleanup  of  old 
waste  sites.  But  in  a  flat  economy, 
most  cleanups  have  been  deferred. 
Says  wmx  Chief  Executive  Dean 
Buntrock:  "Our  strategic  plan  bud- 
geted for  $500  million  in  remediation 


Despite  its 
recent  stumble, 


™— i        -  —        g  recent  siumoie, 

rOFDCS  WMX  Technoi°gies 


Green 
macnait 


remains  very 
much  a  company 
for  the  1990s. 


[cleanup  contracts]  this  year,"  he 
says.  "We1!!  end  up  doing  $200  mil- 
lion. We  can't  have  people  sitting  on 
the  bench  waiting  for  business." 

WMX  absorbed  $285  million  of 
Chem  Waste's  $363  million  in 
charges,  but  has  now  dealt  with  the 
major  problem  hanging  over  wmx  and 
its  stock.  Scaled  back,  Chem  Waste 
can  now  be  profitable  on  its  continu- 
ing hazardous  waste  disposal  busi- 
ness, without  any  cleanup  work. 

What  hammered  the  stock  was 
wmx's  announcement  that  earnings 
per  share  were  2  to  3  cents  lower  than 
analysts  had  predicted  for  the  third 
quarter.  The  company  earned  $186 
million,  or  39  cents  a  share,  before 
special  charges.  But  the  $15  million 
droop  in  earnings  spooked  traders 
and  investors  in  a  trigger-happy  mar- 
ket. They  knocked  $2.4  billion  off 
wmx's  market  value. 

The  earnings  shortfall  also  looks 
like  a  short-term  problem.  A  new 


federal  law  that  would  have  sh 
down  half  the  country's  6,000  or 
waste  dumps  at  once  is  being  phasi 
in  instead.  At  present,  overcapaci 
has  led  to  price-cutting.  Says  Bur 
rock:  "We  have  more  custome: 
we're  hauling  more  waste,  but  we' 
not  getting  paid  as  much." 

Meanwhile,  wmx's  other  comp 
nies  continue  to  roar  ahead,  althouj 
Buntrock  is  now  concentrating  mo 
on  cutting  debt  than  on  acquisitior 

Nevertheless,  this  well-run  out 
remains  very  much  a  company  for  i 
1990s.    — Subrata  N.  Chakravar 

The  future's  in  the  tray 

You  MAY  remember  Kenneth  Davi 
son,  the  unconventional  43-year-o 
health  care  executive  who  wore  I 
hair  long  and  played  guitar  in  a  ro 
band.  Three  years  ago  he  had  alreai 
turned  a  one-product  startup  into 
diversified  physical  therapy  supp 
company  (Oct.  15,  1990). 

Davidson  has  been  rocking  ai 
rolling  ever  since.  His  Maxxim  Me( 
cal  (formerly  Henley  Internation; 
has  seen  its  sales  grow  to  an  estimati 
$130  million  this  year  from  $17  m 
lion  in  1989.  Profits  could  hit  $5 
million  (94  cents  a  share),  up  fro 
$700,000.  Maxxim's  stock  was  i 
cently  at  18V&,  versus  5V2  when  o 
story  ran. 

Davidson  has  achieved  this  grow 
largely  through  acquisitions — the 
have  been  12  in  the  last  five  yeai 
Nearly  85%  of  Maxxim's  sales  nc 
come  from  basic  hospital  supplies, 
far  bigger  market  than  physical  ther 
py.  Davidson  is  betting  that  a  bro; 
product  line  will  help  win  more  bu: 
ness  from  hospital  buyers  hungry  f 
volume  discounts.  He  has  target! 
the  fast-growing  market  for  proc 
dure  trays — sterilized  kits  that  conta 
all  of  the  disposable  products  need< 
for  a  particular  surgery.  These  k 
help  hospitals  cut  costs  by  freeing  i 
nurses  who  might  otherwise  be  stu< 
in  the  supply  room. 

Davidson  now  finishes  off  compai 
presentations  with  a  slide  that  sl^ 
w  hat  he'd  like  to  think  of  as  the  b 
three  of  hospital  suppliers — Johnsc 
&  Johnson,  Baxter  International  at 
Maxxim.  Can  Davidson  achieve  til 
goal  in  this  chaotic  health  care  enl 
ronment?  "We're  still  young  ai| 
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Global  Performance 


Privatizations 


Completed  more 


privatization  transactions  in 


1992  and  1993  than  any  other 


investment  bank 


Source: -Securities  Data  Company 


CS  CS  First  Boston 


One  Firm    One  Name    One  Mission 


Every  day 

someone 

reminds  us 
what  kind 
of  business 

we're  in. 


iLvery  day,  the  small  cry  of  a  newborn  etches  that 
reminder  on  the  delivery  room  wall.  Every  day  phone 
calls  from  customers  living  through  every  problem 
imaginable  inscribe  it  on  our  minds:  It  is  our  business  to 
care.  Though  CIGNA  consists  of  many  separate,  highly 
focused  divisions,  each  with  its  own  distinct  area  of  specialization,  CIGNA 
is  also  50,000  people  with  the  very  same  job.  Caring  about  what  happens 
to  our  customers.  Fact  is,  there  are  230,000  companies,  10  million 
healthcare  members,  5  million  people  who've  entrusted  us  with  $32 
billion  worth  of  retirement  nest  eggs,  and  many  others,  who  are  counting 
on  us.  And  while  we're  not  perfect  yet,  our  commitment  to  caring,  and  to 
getting  a  little  better  at  it  each  day,  is  something  we're  going  to  try  to  prove 
every  chance  we  get.  By  sending  checks  to  storm  victims  as  quickly  as 
possible.  By  using  innovative  therapies  and  coverages  to  get  disabled 
workers  back  on  their  feet  sooner.  Or  just  by  remembering  that  on  the  other 
end  of  the  phone  line  is  a  human  being,  not  a  file  number.  Because  when 
you're  in  the  business  of  caring,  you  can't  just  care  about 
the  big  things.  You've  got  to  care  about  the  little  ones,  too. 

Cigna 

A  Business  of  Caring. 

UthCare    Property  &  Casualty    Group  Insurance    Retirement  &  Investment       Reinsurance       Reinsurance      Individual    International  International 

Life- Accident  'Disability       Investment  Services      Management      Ufe- Acddent -Health      Property  &  Casualty      Insurance        Property  &  Casualty      Life  &  Employee  Benefits 


Take 
t  h  e 
plunge 


THE  PENINSULA 

3j  NEW  YORK 

® 

H      Shake    The  Experience 


77^iivH«*^1ir'Whrtf  Tollfree:  (800)  223  6800 
'-Sp?  Tollfree:  (800)  323  7500 
The  Peninsula:  Hons  Kong  • 
Manila  •  New  York  •  Beverly  Hills  • 
The  Palace  Hotel  Beijing  • 
The  Kowloon  Hotel  Hong  Kon« 


It  collects  your 
thoughts.  It 


aggressive,"  he  says  confident 
"with  none  of  the  baggage  of  the  bi 
guvs.'"       -Christopher  Palmei 


Wired  to  win 

"GOLIATH,  meet  Michael  Birck. 
That's  how  we  headlined  a  story  la: 
year  about  an  up-and-coming  tel< 
phone  equipment  supplier  called  Te 
labs  Inc.  At  the  time,  Tellabs  found< 
Birck  was  pouring  money  into  deve 
oping  advanced  switches  for  higl 
capacity  digital  transmission  lines.  H 
goal:  to  transform  the  company  into 
major  player  in  a  booming  telecoi 
equipment  market  dominated  by  tt 
likes  of  AT&T  and  Alcatel.  But  Tellab 


|  Michael  Birck 
-  of  Tellabs 
Has 

Wall  Street's 
feeding  frenzy 
for  telecom 
stocks  gone 
too  far? 


stock  price,  then  at  $21,  didn't  see 
to  recognize  the  promise  of  Birck 
new-product  pipeline  (Dec.  7,  1992 

As  billed,  sales  of  Tellabs'  so-callq 
digital  cross-connects  have  taken  oj 
For  the  first  nine  months  of  this  yd 
net  income  hit  SI 7  million,  up  13d 
from  the  year-ago  period,  on  a  25 
increase  in  sales,  to  $213  milliq 
Result:  Tellabs'  shares  nearly  quadn 
pled  before  dipping  to  a  recent  691/ 

Now  Tellabs  is  positioning  itself  fi 
more  growth  overseas.  Last  mon 
the  company  bought  a  small  Finrd 
phone  equipment  supplier  that  wj 
give  it  a  manufacturing  presence  o 
the  European  continent  and  put 
more  squarely  in  the  wireless  worldl 

As  his  stake  in  Tellabs  has  zoomt 
in  value  to  $1 32  million,  Mike  Birck 
both  delighted  and  bewildered  by  tl 
market's  applause.  "In  the  secon 
quarter  report  in  July,  I  said  mayl 
the  stock  market  reaction  to  us  ai 
our  peers  has  gotten  a  bit  ahead 
itself,"  he  says.  "At  that  time,  tl 
stock  was  only  in  the  40s.  Tv 
months  later  we  were  at  80." 

Whew  !         -Gary  Slutsker  I 
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''Being  good  isn't  good  enougli.  You  begot  to 
keep  working,  improving,  evolving.  That's 
what  it  takes  to  win" 


Arnold  Palmer 
PNC  Bank 
Customer 


Microsoft  is  .1  registered  trademark  and  Windows  is  a  trademark  ol  Microsoft  Corporation. 
|INACLE  is  a  registered  trademark  ol  the  PNC  Bank  Corp 
Member  l-DIC 


At  PNC  Bank, 
we're  always 
working  to  improve 
our  performance. 

In  any  business  relationship  you 
have  to  understand  and  respond  to 
customer  expectations.  But  at  PNC  Bank, 
meeting  expectations  is  only  the 
beginning. 

Our  philosophy  is  one  of  continuous 
improvement,  faster  turn-around,  fewer 
errors,  better  products,  and  smarter  people. 
Every  time  we  meet  an  objective  we  set  a 
new,  more  difficult  hurdle. 

Last  year  our  treasury 
management  division  had  a  goal     /  ^  /O 
to  resolve  90%  of  all  service  g^rff 
requests  within  12  hours.  This  i  Ifl/C 
year  their  goal  is  95%.  And  y\J\I 
next  year  it  will  be  even  higher. 

Our  new  PINACLE®for  Windows,, 
software  gives  corporate  clients  faster 
access  to  our  on-line  treasury 
management  services.  So  it's  easier 
than  ever  to  make  timely  cash 
management  decisions.  And  next 
year  it  will  do  even  more. 
At  PNC  Bank  we're  committed  to 
continuous  improvement  because  the  most 
important  measure  of  our  performance  is 
how  we  perform  for  our  customers.  We 
would  be  happy  to  perform  for  you,  too. 
Call  us  at  1-800-762-4727  for  more 
information  about  PNC  Bank. 

PNC  BANK 

Where  Performance  Counts 


ruKBta  mrunmtH 

EDITED  BY  THOMAS  JAFFE 


Der  Caddy? 

As  Daimler-Benz  prepares  to  break 
ground  on  a  Mercedes  plant  in  Ala 
bama,  a  very  well  placed  source  inside 
General  Motors  saysGM  plans  to  build 
a  new  Cadillac  in  Germany.  Produc 
lion  could  begin  as  early  as  1996,  at 
the  Riisselsheim  plant  of  Opel,  GM's 
German  subsidiary. 

The  source  has  it  that  the  new 
( laddy  will  be  a  variant  of  a  new  Opel, 


GM's  Opel  factory  at  Riisselsheim 
Soon  a  German-made  Cadillac? 


making  it  cheaper  to  launch  than  a 
new  model  developed  from  scratch.  It 
will  be  small  and  sporty — roughly  2 
feet  shorter  than  the  U.S. -made  De- 
Ville  and  designed  for  four,  instead  of 
six,  passengers.  Priced  at  $30,000  to 
$35,000,  the  car  will  compete  with 
such  cars  as  the  Mercedes  C  Glass,  the 
bmw  3  Series,  Nissan's  Infiniti  J30, 
and  Toyota's  Lexus  GS  and  i  s  300s. 
GM  also  thinks  building  the  new  Gad 
dy  in  Germany  might  give  it  an  inter- 
national cachet,  and  so  help  its  export 

sales.  -Jerry  Flint 

Offering  prospectus 
by  Hallmark? 

IS  PRIVATELY  HELD,  $3.1  billion  (  1992 
sales)  Hallmark  Cards,  Inc.,  the  na- 
tion's largest  greeting  card  company, 
laving  the  groundwork  for  an  initial 
public  offering?  That's  the  specula 
tion  of  some  on  Wall  Street.  The 
Kansas  City-based  company  has  been 


bombarding  analysts  with  promo 
tional  packages,  sample  cards,  even  a 
videotape — much  of  it  sent  by  express 
mail.  "Why  else  would  I  lallmark  take 
the  trouble  if  they  weren't  thinking  of 
taking  the  firm  public?"  asks  veteran 
greeting  card  analyst  Sheldon 
Grodsky-of  Grodsky  Associates. 

Grodsky  notes  that  the  stock  of 
Cleveland- based  American  Greetings 
Corp.  ( Hallmark's  top  rival,  with  sales 
of  $1.7  billion)  recently  traded  at  30 
( split  adjusted ),  near  its  alltime  high; 
that  values  Hallmark  at  over  $3.5 
billion,  which  could  make  some 
members  of  the  Hall  family,  who 
control  Hallmark,  itchy  to  cash  out. 
Ditto  members  of  top  management. 

A  Hallmark  spokeswoman  says 
there's  "absolutely  nothing"  to  the 
speculation.  Of  suddenly  promoting 
the  company  to  analysts,  she  says, 
rather  unconvincingly:  "We  wanted 
the  firm  to  be  better  understood." 

-William  Stern 

The  McKinsey  affairs 

An  [RON<  i  AD  RULE  upon  which 
McKinsey  &  Co.  has  built  its  reputa- 
tion as  one  of  the  world's  leading 
consulting  firms  is  that  its  consultants 
must  keep  their  lips  sealed  about  their 
clients'  business.  But  when  it  comes 
to  their  ow  n  private  affairs,  McKin- 
sey's  staffers  evidently  are  now  ex- 
pected to  be  much  more  forthcom- 
ing. The  Times  of  London  recently 
reported  that  McKinsey  has  circulated 
an  in -house  memo  instructing  any 
staffers  engaged  in  interoffice  ro- 
mances to  notify  the  personnel  de- 
partment. When  queried  about  the 
memo,  a  McKinsey  spokesman  in 
New  York  replied:  "I  won't  confirm 
or  deny  anything.  You  can  put  me 
down  as  a  big  'no  comment.'  " 

-James  M.  Clash 


Don  Kelly,  survivor 

Few  DEALMAKERS  had  a  hotter  hand  i 
the  19S0s  than  Chicago's  Donald  I 
Kelly.  As  boss  of  Ksmark  Inc.,  Kell 
collected  around  $15  million  whe) 
the  company  was  acquired  by  Beatric 
Cos.  Then  Kelly,  backed  by  Kohlbcr 
Kravis  Roberts,  led  a  $6.2  billion  lij 
veraged  buyout  of  Beatrice  itself  H 
spun  off  some  of  Beatrice's  assets  I 
E-II  Holdings,  and  pocketed  $5 
million  when  E-II  was  acquired  c 
American  Brands. 

Then  Kelly's  hot  hand  went  col 
In  1989,  this  time  backed  by  Salome 
Brothers,  he  led  a  $900  million  LBOi 
Envirodyne  Industries,  a  maker  c 
processed   meat   casings  and  fou 
packaging  materials.  Kelly,  who  ir 
vested  just  $2  million  of  his  ow 
money  in  the  deal,  became  chairman 
Alas,  the  debt-laden  company  has  nil 
in  the  red  ever  since;  last  January 
filed  for  Chapter  1 1  protection. 

But  Kelly,  now  71,  may  yet  con1 
out  a  winner  on  Envirodyne.  If  i 
proposed  reorganization  plan  is  aj 
proved  ( hearings  on  it  begin  in  ban! 
ruptcy  court  Nov.  8 ),  Kelly  will  « 
main  chairman,  and  a  partnership  1 
runs  will  keep  its  lucrative  managj 
ment  contract,  worth  a  minimum  $ 
million  over  two  vears.  After  the  pre 
posed  recapitalization,  Kelly  woul 
wind  up  with  3.4%  of  Envirodyna 
new  shares,  plus  some  warrants- 
roughly  the  same  as  his  current  equii 
stake.  Don  Kelly,  survivor. 

-Alexandr\  Ai.gi 

Ordeal  by  fire 

With  his  customary  diatribe  again 
Nafta,  Ross  Perot  drew  groans  at 
recent  meeting  of  Chicago's  Exe<|J 
tives'  Glub  attended  by  2,200  of  m 
cream  of  the  local  business  establisl 
ment.  But  he  had  the  audience  on  tf 
edge  of  their  seats  w  hen  he  sw  itche 
into  an  analysis  of  what  ails  IBM. 

"When  I  w  as  w  ith  IBM,"  said  Pern 
a  "star  IBM  salesman  from  1957  \ 
1962,  "if  I  ever  lost  an  order  I'd  ha^| 
been  fired."  But  then,  he  went  oi 
IBM  got  soft  on  its  renowned  sal 
force.  The  rest,  said  Perot,  is  histoty 

Making  tough  demands  on  sale 
people  w  as  a  policy  that  came  to  IB; 
from  the  old  National  Cash  RegistC 
Perot:  "In  the  old  days  when  [ibi 
founder]  Tom  Watson  Sr.  was  a  sale 
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tan  at  NCR  [at  the  turn  of  the  centu- 
],  if  a  salesman  lost  an  order,  they 
Ut  his  desk  out  on  the  front  lawn  and 
jrned  the  desk.  Then  they  fired  the 
desman." 

i  Did  they  literally  burn  the  desks? 
p  NCR  spokesman  says  there's  no 
ard  evidence  to  support  the  story, 
lit  he  acknowledges  that  it  "is  part  of 
le  NCR  folklore  and  an  outgrowth  of 
1  rather  eccentric  chief  executive, 
Sunder  John  H.  Patterson."  It  was 
ptterson  who  trained  Watson  Sr. 
(here  may  be  some  truth  to  the  story: 
pme  think  Patterson's  policies  gave 
lie  to  the  use  of  the  transitive  verb 
(:o  fire"  in  the  context  of  corporate 
Ersonnel.  -Gary  Slutsker 

.  fiance  for  finance 

everal  decidedly  non-Wall  Street 
ijpes  have  been  calling  about  the 
mrse  taught  by  three  Oxford  Uni- 
I  rsity  mathematicians  on  how  to  val- 
I  options  (Forbes  Informer,  Nov.  8). 
pong  them  was  a  reader  in  Cham- 
iign,  111.  phoning  on  behalf  of  her 
■lighter's  fiance.  Seems  the  young 
jan  recently  began  an  eight-year 
>ctoral  program  in  particle  physics  at 
IT.  But  Washington  has  put  his  cho- 
|n  career  in  trouble;  Congress  has 
rapped  plans  to  build  a  multibillion- 
pllar  Supercollider.  The  lady  says  her 
[ture  son-in-law  doesn't  see  much  of 
future  in  particle  physics  and  wants 
[  go  into  something  else.  After  read- 
tg  about  the  Oxford  chaps  going  to 
jail  Street,  she  thought  finance 
light  be  his  answer.  "Why  not?"  asks 
jc  concerned  mother-in-law-to-be. 
le  needs  a  livelihood!"  SMS 
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WITH  JANUS  FUND, 
TIME  REALLY  IS  MONEY. 


JANUS  FUND  -  20  YEARS'  GROWTH  OF  $10,000  LUMP  SUM  INVESTMENT 


JANUS  FUND 

1  year  

18.30%' 

5  years  

19.57%' 

10  years  

14.81%' 

20  years  

16.24%' 

Life  of  Fund  

.16.95%- 

JANUS  FUND 
$10,000  Investment 

S&P  500 

$10,000  Investment 


In  the  time  it  takes  to  read 
this,  you  could  take  the  first 
step  toward  a  sound  invest- 
ment program  (the  kind  you 
promised  yourself  you'd  start 
someday).  All  you  need  is  a 
telephone  and  a  history  lesson 

The  graph  above  shows 
how  a  $10,000  investment  in 
Janus  Fund  would  have  paid 
off  over  the  last  20  years  com- 
pared to  the  same  investment 
in  the  Standard  &  Poor's  500 
index  (although  past  perfor- 
mance is  no  guarantee  of 
future  results). 

There's  no  time  like  now 
to  start  investing.  The 
sooner  you  begin,  the 
more  time  your  money  ^ 


$202,812 


$98,324 

Value  as  of 
Sept.  30, 1993 


(Graph  courtesy  of  Micropal.) 


will  have  to  work  for  you. 
So  pick  up  the  phone  right 
now  and  call  the  number 
below  to  start  investing 
with  Janus.  You'll  receive 
a  free  prospectus  with 
more  complete  informa- 
tion on  Janus  Fund  and 
other  no-load  funds  in  the 
Janus  family.  Read  it  care- 
fully before  you  invest  or 
send  money,  then  call  us 
with  any  questions  before 
you  decide  how  much  you 
want  to  invest.  And  see 
what  a  little  time  can  do 
for  your  money. 

BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUND 

P.O.  Box  173375.  Denver,  CO  80217-3375 

1-800-525-8983  Ext.435 


'Average  annual  total  return  for  the  period  ended  September  30,  1993.  ^Average  annual 
total  return  from  February  5,  1970  through  September  30,  1993.  The  graph  above  illus- 
trates the  growth  of  a  $10,000  investment  in  the  Janus  Fund  for  the  20-year  period  from 
September  28, 1973  through  September  30, 1993  (a  period  of  generally  rising  stock  prices) 
as  compared  to  the  S&P  500  index  performance  over  the  same  period  assuming  a  like 
investment.  The  S&P  500  is  an  unmanaged  index.  The  performance  is  total  return  and 
includes  reinvestment  of  dividends  and  capital  gains  for  the  period  shown.  The  fund's 
principal  value  and  investment  return  will  fluctuate,  and  an  investor's  shares  may  be 
worth  more  or  less  at  redemption  than  their  original  cost. 

F-unds  distributed  h\  (anus  Distributors,  Inc.  Member  NASD. 


YES*  1  would  like  to  know  more  about  Janus  Fund! 
Name 


Address 


I 


City/State/Zip 

Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  435 


I 


KtAUtKb  bAT 


Healthy  choice 

Sir:  Re  "Mayo's  dilemma"  (Oct.  25). 
After  1 1  weeks  of  testing  proved  in 
conclusive,  I  took  my  2-year-old  son 
to  the  Mayo  Clinic  last  summer.  Four 
days  of  testing  led  to  a  diagnosis  and  a 
plan  for  long-term  therapy  all  for  a 
price  so  low  my  first  thought  was  to 
voluntarily  pay  extra.  If  I  Hilary's 
health  plan  is  bad  for  Mayo — scrap 
the  plan. 

-Robert  I.  Thompson  III 
Shreveport,  La. 

Ripple  effect 

Sir:  Re  Fact  &  Comment  (Sept.  27). 
One  issue  that  has  received  little,  if 
any,  coverage  is  the  effect  the  health 
care  reforms  will  have  on  the  caliber  of 
individual  choosing  a  medical  career, 
as  well  as  on  those  already  practicing 
medicine.  Although  reformers  may 
believe  that  the  most  highly  qualified 
individuals  will  continue  to  become 
physicians  out  of  a  sense  of  altruism, 
as  financial  rewards  and  working  con 
ditions  deteriorate,  prospective  physi- 
cians will  look  elsewhere  for  employ- 
ment. Once  the  caliber  of  those  prac- 
ticing medicine  begins  to  deteriorate, 
of  necessity  the  quality  of  health  care 
will  follow  suit. 
-Steven  J.  Frfimark 
Brooklyn,  N.  T. 

Monkey  see,  monkey  do 

Sir:  In  "Monkey  business"  (Oct.  25) 
New  Jersey  was  stated  to  be  spending 
20  cents  per  $100  of  assets  versus  1 
cent  per  $100  in  California.  The  num- 
bers are,  in  fact,  reversed. 
-Austin  G.  Sexton 
Topeka,  Kans. 

Oops.-En. 
Just  say  no 

Sir:  Thanks  for  helping  inform  our 
patients  about  an  oppressive  Medi- 
care bureaucracy  ("'Jettisoning  Medi- 
care," Sept.  13).  Dr.  Lois  Copeland  is 
a  courageous  and  articulate  doctor 
who  has  boldly  had  the  conviction  to 
"just  say  no"  to  Medicare.  It  is  almost 
impossible  for  doctors  to  do  so  with 
the  continuing  and  repetitious  threats 
from  Medicare  of  fines  and  imprison- 
ment. Copeland  exemplifies  the  point 


that  the  issue  here  is  not  money;  it  is 
the  freedom  to  practice  medicine 
based  upon  education,  knowledge 
and  experience  rather  than  by  the 
ever-changing  illogical  rules  demand 
ed  by  Medicare. 

David  l).  Fulghum,  M.D. 

Bradenton,  b'la. 

Not  dazed,  not  confused 

Sir:  Re  "Ban  all  plants — they  pol- 
lute" (Oct.  25).  In  an  age  when  politi- 
cal correctness  afflicts  even  the  scien- 
tific   community,    Professor  Bruce 


Ames  has  brought  a  high  level  of  calm 
and  reason  to  environmental  issues 
too  often  dominated  by  the  extremist 
rhetoric  of  such  groups  as  the  Natural 
Resources    Defense    Council  and 
Greenpeace,  which  often   rely  on 
pseudoscience  to  advance  predeter 
mined  political  agendas. 
-Kendall  F.  Svfngai  is 
Providence,  R.I. 

And  in  this  corner 

Sir:   Your  most   recent  article  on 
Nynex  ("Unfair  fight,"  Oct.  11)  was 
refreshing.  Since  divestiture,  the  pub 
lie  regulators  and  majority  ol  the  users 
think  New  York  Telephone  is  a  mo 
nopoly.  It  is  really  a  public  utility  that 
has  invested  in  providing  universal 
public  access — the  level  playing  field 
for  competitive  services.  Competitive 
service  providers  should  pay  to  use  the 
public  access  and  not  bypass  it.  The 
alternate  service  providers  have  thor- 
oughly hypnotized  the  public  and  the 
regulators  into  thinking  that  they  are 
competitors.    Keep    educating  the 
public  regulators  so  they  don't  keep 
shooting  the  public  in  the  foot. 
-David  Charles  Potter 
Dallas,  Tex. 


Bureau  booster 

Sir:  In  the  "Reality  check"  colunl 
(Oct.  11),  Robert  H.  Nelson  turru 
from  writing  about  the  theologio 
meaning  of  economics  to  espousii 
the  elimination  of  the  Interior  D 
partment's  Bureau  of  Mines.  Altj 
get  her,  mining  spells  econoni 
wealth,  high  paying  jobs  and  csscntj 
goods  tor  our  country,  and  the  Bi 
reau  of  Mines  provides  an  invaluaq 
function  in  maintaining  the  country 
minerals  viability. 

Not  only  is  the  Bureau's  researi 
effort  the  only  government  progra 
dedicated  to  nourishing  these  eoi 
nections,  but  also  it  is  the  large 
single  entity  in  the  country  engaged 
mining  research.  At  a  modest  fundi 
lev  el  of  $169  million  ( 1994  budget 
the  Bureau  of  Mines  represents  oi 
instance  of  the  U.S.  taxpayers  gettir 
their  money's  worth. 

J()l  IN  A.  Knebel 
President 

American  Mining  Congress 
Washington,  P.( '. 

Kickbacks,  aisle  four 

Sir:  The  predatory  activity  you  d 
scribe   where   private  label  broke 
with  ties  to  supermarket  chains  ki< 
back  commissions  to  the  chains  isi 
bad  deal  for  consumers  ("  The  case 
the  discount  diapers,"  Sept.  13). 
forces  manufacturers  to  pay  win 
amounts  to  two  commissions — ofl 
to  their  real  representatives  (insii 
selling  forces  or  independent  foe 
brokers  loyal  to  the  manufactured 
and  the  second  to  the  in-house  bn 
kers  forced  upon  them.  When  tf 
happens,  costs  and  prices  increase  ar 
consumers  are  the  losers,  as  are  til 
little  guvs  at  both  the  sellers1  and  tl| 
buyers'  levels.  It's  also  a  clear  viol 
tion  of  the  law  . 
-John  K.  Van  df.  Ramp 
Partner 

Dewey  Bmllantine 
Los  Angeles,  Calif. 

Go  figure 

Sir:  Re  the  "Restaurants — go,  co 
sider,  stop"  section  of  Fact  and  Con 
ment.  Those  of  us  w  ho  are  not  Ne 
Yorkers  say,  "Who  cares?" 
-Jim  Carroll 
La  Mesa,  ( 'alif. 


22 


Forbes  ■  November  22.  19J 


With  Its  V8  Engine,  Jeep  Grand  Cherokee 
Can  Bring  Power  To  Places 
That  Dorit  Even  Have  Electricity. 


ICIAL  SPONSOR  OF  THE  1994 
OLYMPIC  TEAM  36  USC  380 


There  are  still  a  few  places 
this  vast  country  of  ours  where 
u  won't  find  telephone  poles 
streetlights.  And  Jeep  Grand 
lerokee  has  more  than  enough 
)wer  to  take  you  there. 

Presenting  the  5.2  litre  V8 
p  Grand  Cherokee.  With  220 
>rsepower,  this  available  engine 


makes  Grand  Cherokee  the  most 
powerful  sport  utility  vehicle  in 
its  class*  And  the  only  one  capa- 
ble of  towing  6500  pounds.** 

But  the  attributes  of  Grand 
Cherokee  don't  end  with  horse- 
power. Other  features 
include  a  standard  four- 
wheel  anti-lock  brake 


rxurtf  nun 


SUMff*  10  tUMffg 


system  and  the  safety  of  a  stan- 
dard driver's  side  air  bag.f 

If  you'd  like  to  know  more 
about  Jeep  Grand  Cherokee, 
please  call  1-800-JEEP-EAGLE. 
We'll  be  more  than  happy  to 
shed  a  little  light  on  the  subject. 

There's  Only  One  JeeplBF 

A  Division  of  the  Chrysler  Corporation.  E333 


limited  warranties,  restrictions,  and  details  at  dealer.  *Ward's  1993  Middle  Sport  Utility  Class.  **With  optional  Trailer  Tow  Group  IV. 
ways  wear  your  seat  belt.  Jeep  is  a  registered  trademark  ot  Chrysler  Corporation. 


The  7  PM  business  meeting. 
Because  work  doesn't  stop  on  the  road. 
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The  AI&T  Corporate  Calling  Card.  Customized  for  your  businesj 


,  CO* 
50 


ooo 


6T«0 


These  days,  your  office 
could  be  just  about  any- 
where. The  phone  booth 
across  tow  n.  Seat  #12Aon  Flight  101. 
The  corner  table  at  the  diner. 
At  AT&T,  we  haw  a  way  to  help  you  work  from  the  road 
even  more  efficiently,  it's  the  AT&T  Corporate  Calling  Card. 

Because  we  understand  y<  >ur  ( >ut-of-the-office  c<  ^muni- 
cations  needs  are  as  individual  as  you  are.  the  Corporate 
Calling  Card  offers  both  customization  and  flexibility.  We'll 
help  you  put  together  a  plan  that  fits  smo<  >thly  into  your  way  of 
doing  business. 

For  example,  if  saving  time  is  important,  you  may  choose 
the  Sequence  Dialing  feature  lor  your  plan.  Now  .  you'll  dial  y<  >ur 
calling  card  number  just  once  w  hen  making  multiple  calls.  And 
with  Speed  Dialing,  you'll  program  the  numbers  you  dial  most 
frequently,  to  reach  clients  taster.  Your  card  even  comes  with  a 


magnetic  stripe  for  those  phones  equipped  to  accept  thei 
-for  fast,  direct  access  and  more  security,  too. 

No  matter  which  features  you  choose,  you'll  have  trj 
benefit  of  easy  access  from  public  phones,  and  from  1" 
different  countries  and  locations.  You'll  also  have  the  ATq 
Fraud  Protection  Guarantee?  which  comes  with  every  Am] 
Corporate  Calling  Card.  That  means  you'll  never  have 
pay  for  fraudulent  calling  card  calls  made  by  people  y< 
don't  know. 

With  the  AT&T  Corporate  Calling  Card,  we  offer  a  varie 
of  competitive  sav  ings  plans  with  discounts  as  high  as  fO" 
Plus,  a  team  of  representatives,  devoted  exclusively  to  Callll 
Card  customers,  are  always  ready  to  help  you.  The  AU) 
Corporate  Calling  Card' is  the  flexible,  cost-effective  way 
stay  productive  no  matter  where  the  day  takes  you. 

To  find  ( >ut  Ik  >w  customized  a  Corporate  Calling  Card  c; 
be.  call  1  800  257-5809,  ext.  702. 


'Guarantee  applies  only  to  standard  AUST  Corporate  Calling  Cards,  and  ex;  ludes  other 
service  and  billing  options  such  a>  VTNS,  SDN  and  hulk  issuance,  Excludes  Fraudulent 
usage  by  associated  persons  and  liability  based  on  knowledge  of  fraudulent  conduct 
( )ther  terms  and  conditions  apply. 

'I  >iscounts  apply  to  your  interstate  and  international  calling  card  usage. 
Other  conditions  apply. 


AT&T.  The  Best  in  the  Business: 


AT&T 


I'W  A 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 


»y  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


COMING  CATACLYSM 


epublicans  and  Democrats  should  pay  close 
eed  to  the  recent  Canadian  elections.  The  stunner  is 
ot  the  triumph  of  the  opposition  Liberals  but  the 
ldden,  virtual  extinction  of  the  incumbent  Conserva- 
ves,  who  were  reduced  to  2  seats  (out  of  295)  in 
irliament.  Never  in  electoral  history  has  such  a  vener- 
)le,  potent  political  party  disintegrated  so  rapidly. 

If  our  po- 

ley  understand...  Mcos  don't 

change  their 
ways,  the 
very  same 
thing  will 
happen  here. 

The  rea- 
son for  the 
Conservative 
wipeout  is 
simple:  The 
party  had 

:ased  to  stand  for  anything  but  holding  office.  Parties 
ithout  a  strong  philosophical  base  in  tune  with  the 
ectorate  will  meet  a  Toryesque  fate.  Like  Canadians, 
merican  voters  are  fed  up  with  politics  as  usual.  How  else 
>uld  Perot,  a  rich  Texan  with  no  previous  political  experi- 
lce,  garner  almost  20%  of  the  presidential  vote  last  year? 
nother  manifestation  of  American  voter  dissatisfaction: 
ie  rapidly  growing  grassroots  movement  for  term  limits. 

With  the  highest  congressional  turnover  in  more  than 
)  years,  Washington  is  still  acting  as  if  little  has  changed, 
espite  the  specter  of  George  Bush,  Bill  Clinton  had  no 
>mpunction  about  discarding  his  middle-class  tax-cut 
romise,  further  alienating  Americans. 

Republicans  are  in  a  better  position  than  Democrats  to 
irvive  coming  Canada-like  political  earthquakes  (which 
e  already  hitting  Italy  and  Japan).  The  GOP's  puta- 


jwt  Gingrich  and  Phil  Gramm 


tive  new  leader  in  the  House,  Newt  Gingrich,  won't 
oppose  Democratic  initiatives  by  simply  saying  they  cost 
too  much.  He  and  his  reenergized  colleagues  will  vigor- 
ously attack  the  initiatives'  basic  philosophical  flaws  and 
propose  dramatically  different  alternatives.  In  the  Sen- 
ate, Phil  Gramm  is  taking  a  similar  approach  on  health 
care:  He  will  ferociously  fight  even  a  watered-down 
version  of  a  Clintonesque  nationalization  of  American 
medicine  by  pushing  a  genuine  free-market  substitute. 

Jack  Kemp,  front-runner  for  1996,  knows  the  impor- 
tance and  power  of  ideas.  GOP  Governors  John  Engler, 
William  Weld  and  Tommy  Thompson  are  cut-back-gov- 
ernment activists,  the  antithesis  of  me-too  Republicanism. 

Although  they  dominate  Congress,  the  White  House, 
most  state  houses  and  legislatures — not  to  mention  the 
media  and  academia — Democrats  are  more  vulnerable  to  a 
Tory  like  ...      ,  ,. 

meltdown.       ■•■  and  they  don  t. 

They  are 
now  reduced 
to  camou- 
flaging their 
statist,  tax- 
and-spend 
proposals 
with  conser- 
vative rheto- 
ric which,  as 
the  New  Jer- 
sey gubernatorial  election  demonstrates,  won't  work. 

If  President  Clinton  doesn't  constructively  take  charge 
of  his  foreign  policy  soon  and  reverse  his  domestic, 
government-uber-alles  political  philosophy,  he  will  go 
the  way  of  Canadian  Conservative  Prime  Minister  Kim 
Campbell — not  only  losing  the  next  election  but  also 
bringing  down  the  Democratic  Party  with  him. 


Kim  Campbell  and  Bill  Clinton 


CANADA'S  SALVATION:  OUR  FOUNDING  FATHERS 


\n  the  Canadian  Confederation  continue?  Or  will  it 
)  the  way  of  Yugoslavia  and  Czechoslovakia? 
French  separatists  took  virtually  all  Quebec's  parliamen- 
ts seats.  Crunch  time  comes  next  year  when  La  Belle 
ovince  holds  local  legislative  elections.  If  secessionists 
n,  as  expected,  Quebec  will  be  well  on  its  way  to  in- 
pendcnce.  Quebecois  have  been  firm  supporters  of  the 


free  trade  agreement  with  the  U.S.:  Access  to  the  Amer- 
ican market  makes  independence  economically  viable. 

There  is  another  political  fault  line  in  Canada:  The 
western  provinces  have  long  resented  Ontario's  and  Que- 
bec's political  dominance.  If  the  new  Liberal  government 
tries  to  rake  off  more  cash  from  oil -rich  Alberta  and 
economically  strong  British  Columbia  to  pay  for  more 


■rbes  ■  November  22,  1993 


25 


social  programs,  a  Quebec-like  separatism  will  mushroom. 

The  I  iberals  were  strong  primarily  in  Toronto  >  d<  wminai 
ed  Ontario  and  the  small  Maritime  Provinces.  They  are  not  a 
real  national  party.  If  new  Prime  Minister  Jean  Chretien  is 
serious  about  keeping  Canada  together,  he  will  make  a 
most  unliberal  like  attack  on  his  country's  excessively  high 
taxes  and  increasingly  unsupportable  welfare  policies. 

Chretien  should  also  propose  a  federal  system -modeled 
alter  ours.  (  lanada's  Senate  ( in  >w  a  nursing  home  for  retired 
politicians)  should  be  made  the  equal  of  its  House  of 


Commons.  Senators  should  be  elected  by  direct  vote,  wi( 
each  province  having  the  same  number  of  senators,  regan 
less  of  population.  Most  politicos  gag  at  the  thought  < 
Manitoba's  1  million  people  having  equal  representatii 
with  Ontario's  10  million.  But  that's  the  point.  Ifwestd 
provinces  felt  they  could  block  a  money  grab  by  ()ntari< 
they'd  be  more  amenable  to  staying  in  the  ( Confederation 
The  U.S.'  Founding  fathers  understood  the  tri 
meaning,  the  virtues  of  federalism,  which  is  why  they  ga> 
small  states  the  same  number  of  senators  as  large  state1 


PROTECTIONISTS  TAKE  NOTE-GROWTH  BEGETS  DEMOCRACY 


ONE  ARGUMENT]  Nafta  opponents  employ  against  the 
agreement  is  that  Mexico  is  not  a  real  democracy,  that  it 
has  been  dominated  for  60  years  by  one  party,  a  party  not 
afraid  to  use  tough  tactics  to  stay  in  office. 

Actually,  more  trade  and  economic  growth  will  lead  to 
more  political  pluralism.  A  most  vivid  example  is  Taiwan. 
When  mainland  (Chinese  Nationalists  took  oyer  the  island 
after  their  defeat  by  communists  more  than  40  years  ago, 
they  implanted  a  rigid,  authoritarian  regime.  But  Taiwan- 
ese were  allowed  economic  freedom  and  could  engage 
openly,  wholeheartedly  in  business — 
the  only  condition  being  that  they 
stay  out  of  politics. 

Taiwan  quickly  became  one  of  this 
century's  most  extraordinary  eco- 
nomic success  stories.  Within  two 
generations,  individual  incomes  in- 
creased fortyfold.  Because  the  Na- 
tionalists were  obsessed  with  sound 
money,  today  this  island  of  20  million 
people  has  central  bank  reserves  (over 
$80  billion)  that  rival  Japan's  and 
exceed  evcrv  other  country's. 


AT*     ^  1 

Tossing  furniture  at  a  foe:  What  is  Chi- 
nese for  "Them's  fightin'  words!"? 


Economic  progress  invariably  begets  pressures  for  poll 
cal  reform.  T  aiwan  is  no  exception,  having  one  of  tl 
world's  dynamic  democracies.  Congressional  represent 
tives  sometimes  settle  disputes  with  fisticuffs  or  by  throwir 
furniture.  Weary  government  ministers  now  spend  < 
average  of  three  days  a  week  answering  questions  fro: 
national  legislators.  Pesky  lawmakers  have  blocked  or  pos 
poned  several  major  government  infrastructure  project 
Local  citizens  have  foryears  prevented  construction  ofa  ne 
nuclear  power  plant.  T  he  once  weak  opposition  may  w< 
win  local  elections  at  month's  end. 

Despite  rising  wages,  Taiwan  is  st 
an  economic  powerhouse.  Re 
growth  this  year  will  exceed  6%. 

T  he  only  fly  in  the  ointment  is 
government  proposal  to  enact  a  capit] 
gains  tax.  But  that  may  be  just  a  ploy 
counter  rambunctious  congressmc 
who  want  to  eliminate  a  stock  transf 
tax.  The  government,  in  effect,  hj 
said  if  you  do  that,  we  will  respor 
with  a  capital  gains  levy.  The  ei 
result  may  be  that  nothing  happen 


BETTER  LATE . . . 


fin  PHILIPPINES,  which  has  not  participated  in  the  ex- 
traordinary Pacific  Rim  boom,  is  a  stark  testament  to  the 
damage  pernicious  economic  ideas  can  wreak. 

Until  the  1970s  Manila  enjoyed  one  of  the  region's 
highest  standards  of  living.  Today  it  has  one  of  the  lowest. 
What  went  wrong?  The  government  became  enamored 
with  policies  of  import  substitution:  Erect  trade  barriers 
against  foreign  competition  and  products,  and  encourage 
local  industries  to  produce  the  prohibited  goods.  T  he  result 
was  economic  stagnation  and  endemic  corruption.  The 
pampered  domestic  companies  were  utterly  inefficient. 
T  hey  gouged  local  consumers.  Entrepreneurs  could  get 
ahead  only  through  political  connections.  All  of  this  fanned 
internal  armed  rebellions,  undermining  political  stability. 

Other  Pacific  Rim  states  dabbled  in  import  substitution 


schemes  but  with  a  major  difference — domestic  companj 
were  told  to  export,  or  else.  Competing  in  global  market 
these  entities  became  innovative  and  stayed  efficient. 

T  he  Philippines  today  is  rapidly  dismantling  econonj 
hurdles,  such  as  exchange  rate  controls.  It  has  also  he 
free  elections  and  had  a  peaceful  transition  from  farm 
Cora/on  Aquino  to  Fidel  Ramos.  Since  taking  offifi 
Ramos  has  strengthened  his  political  base.  We  recently  & 
in  on  one  of  his  weekly  news  conferences,  where 
handles  the  media  w  ell  w  ith  a  mixture  of  tact  and  hum< 
( Philippine  reporters  show  little  of  that  deference 
authority  one  finds  in  so  many  other  Asian  countries.) 

The  new  president  seems  determined  to  do  whatever! 
necessary  to  hitch  his  country  to  the  economic  train  oft 
fast-moving  Pacific  Rim. 


RESTAURANTS— GO,  R,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts  Jeff  'C.iinninjiliani  and  lorn  Jones. 


•  The  Sign  of  the  Dove  1 1  10  Third  Ave.>  near  65th 
St.  (Tel:  86 1  8080).  Still  theatrical  in  a  big  w  ,n  glittering 
mirrors,  extravagant  flowers  and  a  staff  performing  with 
the  precision  of  the  Rocket  tcs.  But  the  food,  once  the  kind 
you'd  foist  on  an  unpopular  relative,  is  now  truly  first  rate. 
Savoy    70  Prince  St.  (Tel:  219-8570).  A  blazing 


lire,  coppery  screened  ceiling  and  handsome  wood  deta 
ing  make  this  a  pleasant  haven  on  a  blusterv  evening. 

•  Le  Refuge-  166  Hast  82nd  St.  (Teh  861-4505 
Simple  food,  well  prepared,  pleasantly  served  and  relativ 
moderately  priced.  Prawn,  avocado  and  mango  sala 


refreshing. 


Things  deteriorate  when  it's  crowded. 
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Say  It  Like  You  Mean  It. 


Nothing  expresses  your  gracitude  more  eloquently  than  our  indulgent  assortments  of  rich,  luscious  truffles. 
Wrapped  with  true  beauty  and  grace,  they  speak  all  the  words  you  cant.  Stop  in  or  call  1-800-643-1579. 

GODIVA 

Chocolatier 


THE  NEW  ALL-SEASON  CONVERTIBLE.    It's  not  merely  a  car  but  an  island  in  a  sea  ot  gridlock  No 

-     ^^r,Hitir,rva  if?  deeD  snow  gravel  or  when  snow-chains  are  u! 
•The  system  can  be  turned  off  by  the  driver  under  certain  conditions,  i.e.,  deep  snow,  g 


s  an  optional  rollover  pro.ao.ion  sys.am  and  a  rigid  body  <ha. 
/mee.s  .ha  1997  fedaral  a,da  impact  standards.  All  Season 
,n-  (available  to  ordar  as  an  option)  is  farther  proof  .ha.  the 
325,  Convertible  is  truly  designed  to  help  voa  take  a  vaoation 
ays  a  year.  Call  1-800-334-4BMW  to  arrange  a  test  drive. 

BMW  o,  North  America,  inc.  Tde  BMW  traded^  and  ,c9c  are  registered. 


THE  ULTIMATE  DRIVING  MACHINE: 


Other  Comments 


The  Secret  to  Success 

"So  I  guess  what  it  comes  down  to," 
Stick  said,  "selling's  pretty  easy  if  you 
have  what  people  want.  Is  that  it?" 

"They  don't  even  have  to  want  it," 
Kyle  said.  "They  only  have  to  believe 
they'd  be  fools  to  pass  it  up." 
-Elmore  Leonard,  Stick 

Waves  of  Truth 

The  Administration  is  poised  to 
change  its  policy  on  Radio  Free  Eu- 
rope and  Radio  Liberty.  It  wanted  to 
fold  the  independent  broadcasting  fa- 
cilities into  the  government's  Voice  of 
America,  but  that  has  been  blocked  by 
Senator  Joseph  Biden.  Czech  Foreign 
Minister  Josef  Zieleniec  met  with  Sec- 
retary of  State  Warren  Christopher 
and  backed  the  radios'  proposals  to 
move  their  operations  to  Prague's  old 
Czech  parliament  building.  It  has 
room  for  broadcast  facilities  as  well  as 
the  radios'  archives.  One  possible  rea- 
son: During  crucial  hours  in  the  siege 
of  Moscow's  White  House,  Radio 
Liberty  was  the  only  24-hour  source 
of  accurate  information  for  Russians 
in  their  own  language. 
-Charles  Fenyvesi, 
U.S.News  <&■  World  Report 

Talking  Turkey 

The  Puritans  celebrated  Thanksgiv- 
ing because  they  were  saved  from  the 


Indians.  Lately  I  think  we've  been 
celebrating  because  we  were  saved 
from  the  Puritans. 

*  *  * 

Last  Thanksgiving  my  wife  cooked  the 
turkey  in  a  microwave  oven.  We  had  to 
eat  at  seven-thirty  in  the  morning. 
%  *  + 

Aunt  Margaret  said  to  little  Alvin, 
"Would  you  like  more  stuffing?" 

Alvin  said,  "Nope.  And  I  don't 
know  why  the  turkey  eats  it  either!" 
-Milton  Berle's  Private  Joke  File 


To  be  a  classic  in  this  day  and 
age  is  a  real  challenge. 

-Ralph  Lauren, 
New  York  magazine 

No  More  Shooting  Blanks 

On  Sept.  13  1  signed  a  bill  making  it 
illegal  for  anyone  under  18  to  own  or 
carry  a  handgun.  The  only  exceptions 
are  for  licensed  hunting,  target  prac- 
tice or  shooting  competition.  A  first 
offense  is  a  misdemeanor,  with  a 
mandatory  sentence  of  five  days  to  a 
year  in  a  juvenile  detention  center;  a 
second  conviction  is  a  felony,  with  a 
sentence  of  up  to  three  years. 

We've  also  installed  a  tough  new 
system  for  professional  criminals  aged 
14  to  18.  If  convicted  of  violent 


"The  people  elected  us.  Let  them  take  the  blame!" 


crimes,  they  can  be  treated'  as  adu 
and  face  prison  sentences  of  up  to  fi 
years.  In  addition,  names  of  juvena 
charged  with  major  felonies  can  ' 
made  public,  and  counties  have  a 
thority  to  adopt  ordinances  dealii 
with  curfews,  loitering  and  graffiti. 

One  step  at  a  time,  Coloradans  a 
prepared  to  take  back  their  bloc 
and  their  state  and  their  future. 
-Governor  Roy  Romer,  Colorado 
New  York  Times 

Politically  Prescient 

In  Canada  fundamental  contradi 
tions  cannot  be  resolved  in  the  pn 
ent  Confederation.  The  Confedei 
tion  could  blunder  on  for  a  loi 
time.  But  it  could  [meet  with]  fina 
cial  or  economic  catastrophe. 

Canada  suffers  from  a  particulai 
acute  form  of  the  late-20th-centu 
crisis  of  the  welfare  state.  Politicia 
apparently  feel  unable  to  respon 
partly  because  of  the  danger  of  exact 
bating  sectional  and  linguistic  dr 
sions  by  withdrawing  any  subsidy 
privilege.  If  Canada's  economic  pt 
formance  becomes  terminally  chro 
ic,  they  may  choose  (or  be  forced) 
seek  a  closer  association  with  the  U.: 
Canada's  natural  trading  partner,  ji 
as  the  British  chose  to  join  the  Eur 
pean  Community,  and  Newfoun 
land  was  forced  into  Confederatioi 
-Peter  Brimelow,  The  Patriot 
Game:  Canada  &1  the  Canadian 
Question  Revisited  ( 1986) 

Hazardous  to  Your  Healt 

Governments  have  killed  ma 
more  people  than  cigarettes  or  u 
buckled  seat  belts  ever  have.  Gover 
ment  contains  impure  ingredients 
as  anybody  who's  looked  at  Congn 
can  tell  you.  Government  practic 
deceptive  advertising.  The  men 
glance  at  the  federal  budget 
enough  to  convict  the  government 
perjury,  extortion  and  fraud. 

Government  should  be  against  t 
law.  Term  limits  aren't  enough.  \; 
need  jail. 
-P.J.  O'Rourke, 
The  American  Spectator  I 
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You're  sitting  at  your  desk,  monitor- 
ing the  markets  on  your  computer.  An 
alert  pops  up  inviting  you  to  join  a  Wall 
Street  Journal*  reporter  in  a  CEO's 
office  -  live.  It's  important.  You  click 
"view."  Moments  later,  m 
you're  right  in  the  middle  I 
of  the  action,  without  ever  | 
leaving  your  desk. 

What  is  this  thing  you're  I 
watching?  It's  the  Dow  l 


Jones  Investor  Network*",  a  whole  new 
medium.  It's  not  T.V.  It's  not  cable. 
It's  the  first  in  a  new  generation  of 
business  information  services  from 
the  Dow  Jones  Multimedia  Group. 

A  DJIN  brings  to  the  cor- 
[  ner  of  your  desktop  the 
I  Dowjonesjudgment  and 
i  journalism  that  has  dis- 
I  tinguished  The  Wall 
I  Street  Journal*  Barron's* 


and  the  Dow  Jones  news  wires.  You 
become  part  of  the  interviews  and 
events  that  shape  the  market  And  act 
on  them  instantly. 

To  keep  breaking  news  from  sneak- 
ing up  on  you,  keep  DJTN  in  front  of 
you.  For  more  information  call 
Simon  Langdon  VL 
at  (800)416-DJIN. 


r>DjlN 


€WS  DowJoncsSt  Company.  Inc.  All  Righls  Reserved. 


fn  a  rxxpHly  changing,  world  yon  and  the  people  you  love  need  solid  financial  answers. 
Thai's  the  strength  ofhorlis  —  a  worldwide  financial  services  company  $46  billion  strong. 
Until  on  a  foundation  of  solid  answers  for  over  165 years,  Fort  is  stands  for powerful  choices 
when  you  need  health  insurance  with  today  and  tomorrow  in  mind.  Life  insurance  that 


i  f  TVs 


i  i 


VERYONE  IN  YOUR  CASTLE. 

can  help  you  live  a  better  life.  Employee  benefit  plans  that  can  even  benefit  the  employer. 
Mutual  funds  carefully  managed  to  helpmeet  your  investment  objectives.  And  annuities  to 
help  your  golden  years  shine  brighter.  Solid  answers  for  everyone  in  your  castle.  From 
Fortis.  A  name  you  can  trust  around  the  world... and  right  in  your  own  backyard. 

f/ortii 


SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


For  more  information,  call  your  independent  agent, 
broker  or  financial  co)isu  I  taut,  or  call  1-800-377-7282. 


Federal  Express  introduces 
the  only  second  day  service  to 
Europe  by  noon  that  also  has 
a  money-back  guarantee. 


Now  if  you  want  a  jump 
on  the  competition,  you've  got 
a  five-hour  head  start. 


Once  again  Federal  Express  is  miles  ahead. 
Because,  now,  while  other  companies  are 
still  trying  to  get  your  package  delivered  by 
5  pm  the  second  business  day,  Federal 
Express  can  deliver  to  over  50  cities  across 
Europe  by  noon  the  second  business 


don't,  we'll  refund  your  shipping  charges: 
Imagine  what  you  can  do  with  five  hours  to 
gain  and  nothing  to  lose.  For  more  informa- 
tion about  our  new  noon  service  or  about 
the  thousands  of  other  cities  across  Europe 
that  we  serve,  just  call  1-800-247-4747 


day  from  much  of  the  U.S.  If  we      f^P^sjT  j  (TDD:  1-800-238-4461). 

Our  Most  Important  Package  Is  Yours. 

Next  day  service  to  selected  destinations  in  Europe  is  available  from  New  York  City.  Please  call  lor  details. 
'Select  postal  codes  within  each  city  qualify  for  second  day  by  noon  delivery  to  Europe  with  the  money-back  guarantee. 
See  the  current  Federal  Express  guide  ror  details  and  limitations.  ?1993  Federal  Express  Corporation.  ■ 


Commentary 

>n  events  at  home  and  abroad 


5y  Caspar  W.  Weinberger,  Chairman 


THE  PHILIPPINES:  AT  LAST,  SOME  REASON  FOR  OPTIMISM 


T  has  been  an  up  and  down,  rough  course  of  transition 
jy  the  Republic  of  the  Philippines.  In  1964  the  Philip 
line  economy  was  roughly  equal  to  that  of  Japan.  By 
983  little  was  being  done  by  the  Marcos  administration 
o  attract  new  investment.  With  a  decaying  infrastructure 
nd  with  political  instability  high,  the  economy  touched 
tew  lows.  The  situation  improved  slightly  in  1986,  after 
>orazon  Aquino  was  elected  president.  The  economy 
,rew  initially  by  6.5%,  but  by  1991,  when  it  w  as  apparent 
hat  Mrs.  Aquino  was  clearly  not  up  to  the  task  of 
;overning  the  country — despite  increased  U.S.  aid  and  all 
he  goodwill  in  the  world — 
lie  economy  was  less  than 
[at.  Chronic  power  shortages 
nd  communist  insurgents 
ambling  through  the  coun- 
ryside  were  scarcely  the  pre- 
cription  for  urgently  needed 
>utside  investment. 

But  when  Fidel  Ramos,  the 
Vest  Point- trained  former 
fefense  minister  and  former 
lief  of  staff  of  the  Philippine 
rmed  forces,  was  elected 
resident  in  1992,  both  opti- 
aism  and  economic  invest- 
ment returned. 

Last  month  Forbes  President  and  Editor-in-Chief 
teve  Forbes  and  Vice  Chairman  Christopher  Forbes  and 
traveled  to  the  Philippines  and  learned  during  our  short 
isit  that  economic  growth  for  1993  may  reach  2%.  There 
>  even  an  optimistic  forecast  of  4%  growth  for  1994. 

President  Ramos  is  a  calm,  impressive  leader  whose 
ickname  "Steady  Eddie"  is  most  accurate.  He  is  moving 
he  country  forward  on  several  fronts.  Infrastructure 
iodernization,  including  construction  of  new  power 
lants,  is  a  top  priority.  These  plants  are  vitally  needed 
ecause  "brownouts,1'  reminiscent  of  World  War  II  days 
/hen  I  was  first  in  the  Philippines,  are  all  too  frequent  and 
ist  for  eight  to  ten  hours.  President  Ramos'  plans  should 
ring  in  a  reliable  power  base  by  the  second  half  of  1994. 

The  government  is  acting  to  increase  revenues,  but  a 
ending  International  Monetary  Fund  (IMF)  loan  of 
800  million  is  being  held  up  because,  as  usual,  the  IMF 


SF,  President  Ramos,  CWW,  CF:  Conferring  about 
better  times  to  come  in  the  Philippines. 


has  demanded  tax  increases.  The  Philippine  Congress  has 
wisely  declined  to  enact  all  the  proposed  increases  and 
instead  is  urging  vastly  improved  methods  of  collecting 
existing  taxes. 

Unfortunately,  in  1991  the  Philippine  Senate,  by  one 
vote,  forced  the  U.S.  out  of  the  great  Navy  base  at  Subic 
Bay.  This  one  vote  ended  the  Philippines'  principal  indus- 
try and  virtually  closed  down  the  nearby  city  of  Olon- 
gapo.  Now,  however,  foreign  investors  from  Taiwan  and 
elsewhere  are  eyeing  the  matchless  facilities  at  Subic,  and 
substantial  investment  there  has  already  begun. 

President  Ramos  is  also 
trying  to  open  up  the  Philip 
pine  economy  by  encourag- 
ing competition  and  by  at- 
tracting foreign  capital  for 
new  investment  and  for  buy- 
ing newly  privatized  state  in- 
dustries and  properties,  such 
as  the  Philippine  Long  Dis- 
tance Telephone  Co.  Privati- 
zation is  moving  too  slowly, 
but  it  is  moving.  A  major  ex- 
port expansion  program  also 
offers  hope. 

Much  remains  to  be  done. 
Thousands  of  small  gypsy 
buses,  familiar  to  all  from  World  War  II  days,  crowd  the 
streets;  pollution  covers  Manila.  Structural  skeletons  of 
abandoned,  partially  built  apartment  houses,  hotels  and 
offices  clutter  the  landscape.  But  no  one  should  discount 
the  efforts  being  made  to  remedy  the  problems  at  the 
heart  of  the  Philippine  economy.  The  peso,  after  a  quick 
fall  due  primarily  to  currency  speculation,  has  been  largely 
stabilized  by  the  Philippine  central  bank.  The  tourist 
industry  is  being  courted,  and  a  new  Corregidor  memori- 
al is  attracting  thousands.  A  start  has  been  made  at 
defusing  the  rebel  insurgency  by  the  government's  offer- 
ing amnesty  and  aid. 

Manila  has  greatly  recovered  from  one  of  WWII's 
worst  artillery  and  aerial  poundings  suffered  by  any  city. 
And  while  it  must  be  said  that  there  are  some  things  that 
look  much  as  they  did  in  1944-45,  there  is  more  room  for 
optimism  now  than  there  has  been  at  any  time  since.  ■■ 
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Best-in-Class  Passenger /Cargo  Room    Side  Door  Guard  Beams  4-Wheel 


IN  EACH  OF  US, 
THERE'S  A  DREAMER 
AND  A  REALIST. 

BUT  NOW  THEY  CAN 
SHARE  A  RIDE. 


FIND    YOURSELF    IN    AN  EXPLORE 

The  world's  just  too  big  to  he  kjt  unexplc 


ay  Power  Sport  Buckets  4x4  Touch-Drive  24-HR  Roadside  Assistance* 


Eddie  Bauer  Model  Some  Features  Shown  May  Be  Optiona 

'3  years/36,000  mile!.  See  dealer  for  details. 


HAVE  YOU 
A  FORD  L 


many  of  america's  best-known 
Mutual  fund  Companies 
have  ComeTo  Schwab. 


Invesco 

Twentieth 

Janus 

Century 

Neuberger  & 

Dreyfus 

Berman 

Founders 

SteinRoe 

Strong 

Benham 

Montgomery 

Cappiello- 

1AI 

RUSHMORE 

Baron 

Lexington 

Cohen  & 

Rushmore 

Steers 

Yacktman 

Oakmark 

United 

Evergreen 

Services 

Skyline 

Kaufmann* 

Berger* 

For  No  Loads  And  No  transaction  Fees, 
Maybe  You  ShouldJoo. 


Now  you  can  meet  any  investment  goal, 
from  aggressive  growth  to  capital  preservation, 
all  in  one  place:  The  Charles  Schwab  Mutual 
Fund  OneSource™  service.  OneSource  offers  over 
200  well-known  mutual  funds  from  leading  fund 
companies  with  proven  track  records.  What's 
more,  you  won't  pay  loads  or  transaction  fees  to 
invest  in  these  funds. 

And,  to  help  you  select  and. track  your 
investments,  Schwab's  Mutual  Funds  Performance 


Guide*'  is  yours  free  when  you  open  an  account. 
The  Guide  gives  you  the  information  you  need  to 
compare  funds  and  make  investment  decisions, 
without  the  guesswork. 

To  find  out  more  about  Schwab's  Mutual 
Fund  OneSource,™  stop  by  one  of  our  190  local 
offices  or  call  us  today  at  1-800-2  NO-LOAD, 
ext.  47. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

'Funds  in  these  fund  families  charge  12b- 1  fees  in  excess  of  0.25%.  Available  funds  may  change.  Fees  may  be  reinstated  and  other  restrictions  may  apply  Schwab  reserves  the  right  to  change  the  funds  available  with  no  transaction 
fees  (NTF)  and  reinstate  the  fees  on  any  funds  NTF  shares  purchased  may  always  be  sold  without  transaction  fees  However,  if  you  paid  a  fee  to  purchase  a  fund  you  will  be  charged  Schwabs  normal  transaction  fee  to  sell  it  as  well. 
If  you  make  5  or  more  short-term  redemptions  of  NTF  funds.  ( shares  held  b  months  or  less),  in  a  12  month  period,  you  will  be  charged  fees  on  your  future  mutual  fund  trades  Charles  Schwab  &  to .  Inc.  ©  1993  Member  SIPC/NYSE 
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Growth  resumes — at  least  for  now 


There  seems  little  doubt  about  it — eco- 
nomic growth  has  at  last  shown  some  life.  After 
poking  along  at  barely  2%,  many  pundits  are 
now  predicting  5%  growth  in  GDP  in  the  fourth 
quarter  (at  an  annual  rate).  But  at  2.6%  for  the 
year,  that  would  be  no  better  than  for  1992. 

The  bond  market  is,  however,  convinced 
that  something  is  going  on.  Since  a  stronger 
economy  usually  means  higher  interest  rates 
(and  short  rates  have  increased  about  40  basis 
points  in  the  past  month),  the  bond  market 
dumped  the  price  of  30  year  Treasury  bonds 
three  points  over  a  few  days  in  late  October. 

"The  rash  of  strong  indicators  is  no  fluke," 
says  James  Meil,  economist  with  Eaton  Corp. 


And  the  latest  survey  from  the  National  Asso- 
ciation of  Purchasing  Managers  reinforces  the 
optimists'  view.  In  October,  for  the  first  time 
in  six  months,  the  purchasing  survey's  overall 
index  exceeded  50  (a  level  that  indicates  ex- 
pansion). The  survey  also  showed  that  industrial 
output  is  up,  new  orders  are  on  the  rise  and 
export  orders  are  rising,  notably  from  Asia  and 
Latin  America. 

Machinery  output  is  up  nearly  8%  over  this 
time  last  year,  which  means  that  the  Midwest  is 
now  leading  the  country  up  instead  of  down. 
Aid  new  home  sales  have  reacted  to  low  mort- 
gage rates,  jumping  21%  in  September,  their 
strongest  performance  since  1986,  notes  Meil. 


But  pity  the  jobless  teenagers 


Uneortunately  for  President  Bill  Clinton, 
there's  not  much  good  news  in  all  this  for  him. 
He  was  elected  as  the  jobs  President,  and 
precious  few  new  jobs  are  appearing. 

The  purchasing  managers'  survey  shows 
that  in  October  manufacturing  continued  to 
shed  more  jobs  than  were  added.  What's 
more,  all  the  new  costly  mandates,  especially 
health  reform,  emerging  from  the  Clinton  Ad- 
ministration will  inevitably  keep  employers  very 
cautious  about  adding  jobs,  warns  David 
Hale,  chief  economist  at  Kemper  Securities. 

One  of  the  groups  hit  hardest  by  these  man- 
dates is  teenagers.  The  latest  threat  to  their  job 
prospects  involves  the  50-cent  increase  in  the 
minimum  wage  to  $4.75  an  hour  proposed  by 
Labor  Secretary  Robert  Reich.  Bowing  to  the 
realitv  that  a  higher  minimum  wage  will  not  add 
jobs  for  the  poor,  Reich  has  put  the  minimum 
wage  increase  on  hold. 

Reich  would  do  better  to  dump  the  idea. 
Reich's  friends,  notably  Lawrence  Katz,  former- 


ly of  Harvard  and  now  his  chief  economist  at 
Labor,  and  Alan  Krueger  of  Princeton,  came  up 
with  what's  called  the  "new  view,"  which 
claims  a  higher  minimum  wage  has  no  impact  on 
youth  jobs.  But  they  are  wrong,  thunders  H. 
Eric  Heinemann,  chief  economist  at  Laden- 
burg,  Thalmann  &  Co.,  Inc.  He  says  that  the 
last  increase  in  the  minimum  wage,  from  $3.35 
to  $4.25  in  1990,  had  an  extraordinarily  ad- 
verse impact  on  teenage  jobs. 

Teenagers  are  always  hit  hard  in  any  reces- 
sion, Heinemann  says.  But  in  the  economic 
downturn  from  the  second  quarter  of  1990  to 
the  third  quarter  of  199 1  (which  coincided  with 
the  increase),  teenagers  accounted  for  almost 
two-thirds  of  the  recession's  total  employment 
decline  of  1 .425  million.  "This  is  oft  the 
scale,"  he  says.  Moreover,  since  the  1990 
minimum  wage  increase,  what's  called  the  drop- 
out rate  ( the  percentage  of  teenagers  not  even 
bothering  to  look  for  work)  has  increased  five 
points,  to  a  staggeringly  high  48%  to  49%. 


Will  higher  growth  be  sustained? 


A  roughly  comparable  SPUR  T  of  growth  oc- 
curred toward  the  end  of  1992.  But  it  proved  to 
be  a  result  of  postelection  euphoria,  and  it 
didn't  survive  winter's  cold.  There's  a  worrying 
aspect  to  this  spurt  of  growth  that  suggests 
that  it,  too,  might  not  be  lasting. 

A  large  part  of  the  increase  in  manufactur- 
ing output  results  from  companies  refilling  in- 
ventories, which,  at  1 .47  times  monthly  sales, 
are  at  their  lowest  levels  in  20  years. 

The  seed  for  the  inventory  cutback  was 
sown  during  the  1980s,  when  interest  rates  and 
the  dollar  were  high  and  U.S.  manufacturers 
were  struggling  to  compete.  Business  learned  to 
live  with  low  inventories.  But  now,  the  combi- 


nation of  low  inventories  and  growing  demand 
has  led  to  waits  for  products  and  some  short- 
ages. This  is  particularly  the  case  in  construction 
equipment,  where  higher  demand  followed 
the  release  by  Congress  in  January  of  federal 
highway  rebuilding  money. 

Companies  such  as  Deere,  Hitachi,  Daim- 
ler-Benz's Freightliner  Corp.  and  Caterpillar 
have  sharply  increased  output.  But  the  case  for 
caution  is  summed  up  by  Richard  Graves  of  J.W. 
Burress  Inc.,  a  bulldozer  dealer  in  Winston- 
Salem,  N.C.:  "You  got  a  hell  of  a  risk  if  business 
turns  sour  and  they  return  the  machines  and 
park  'em  on  your  yard." 

-Gary  Slutskerand  Jody  Brennan  n 
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BY  ROBERT  ROSENSTEIN  


Current 

242.2*  J 

Previous 

241.5  f 

Percent  change 

0.4%               /  1 

The  Forbes  Index  (1967=100) 
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The  government  says  the  economy  is  doing  fine,  bu 
consumers  aren't  buying  it.  The  Commerce  Departmen 
estimates  that  gross  domestic  product  grew  in  the  thin 
quarter  at  a  2.8%  annual  rate,  net  of  inflation.  That  has  t< 
be  considered  at  least  moderately  healthy,  but  consumer 
remain  frightened.  The  Conference  Board's  confident 
index  (1985  =  100)  fell  4.4  points  in  October,  to  59.4 
"The  expectations  component  of  this  index  is  pretty  clog 
to  typical  recession  levels,"  says  Jason  Bram,  a  Conferend 
Board  economist.  No  confidence,  no  growth  to  speak  ot 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

6.0% 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

7.2% 

Index  of  leading  indicators  Sept  vs  Aug 

Dept  of  Commerce 

0.5% 

Trade  balance  12  months  ended  Aug  1993 

Dept  of  Commerce 

-$107  bil 

All-commodity  producer  price  index  Sept  vs  Aug2 

Dept  of  Labor 

-0.1% 

GDP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Commerce 

2.8% 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

2.9% 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  10/20/93  '*  Wholesale  goods. 1  Includes  Ml 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


112 


Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 


460 


410 


350 


310 


Nev.'  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  ot  Labor) 


Services    •  Total  index 

niiiiilll!!! 


140 


Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


140 


115 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 
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175 


165  ■ 


155 


145 


Retail  sales  (Sbiilions), 

seasonally  adjusted  (Dept  of  Commerce) 


Inventories    •   New  orders 


270 


Manufacturers'  new  orders  and  inventories 

(Sbiilions),  seasonally  adjusted  (Dept  ol  Commerce) 


3300 


3100 


2700 


Personal  income  (Sbiilions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce) 


765 


750 


735 


720 


Consumer  installment  credit  (Sbiilions)  total 
seasonally  adjusted  (Federal  Reserve) 
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ASONDJ    FMAMJ  JAS 


ASONDJ    FMAMJ  JAS 
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Optima" 
Cardmembers 
expect  less. 


When  it  comes  to  interest  rates,  expect 
less  from  the  Optima  Card. 

In  fact,  you  can  currently  have  a  rate 
as  low  as  12%  for  purchases*  Just  pay  your 
American  Express  bills  on  time  and  spend 
at  least  $1,000  in  a  year  with  the  Optima 
Card. 

You  see,  with  the  Optima  Card,  you  con- 
trol your  interest  rate.  Even  if  you  don't  have 
our  lowest  rate,  it's  easy  to  get  a  rate  that's  lower 
than  most— currently  14.25%  for  purchases* 

Most  credit  card  issuers  give  the  same  high 
interest  rates  to  everyone.  But  we  think  you 
deserve  more  individual  treatment— like  the  ability 
to  control  your  own  rate. 

And  whenever  you  use  the  Optima  Card  this 
holiday  season,  you'll  help  provide  a  meal  for  some- 
one who  is  hungry,  through  the  Charge  Against  Hun- 
ger campaign.** 

The  Optima  Card  also  provides  you  with  the  array 
of  American  Express  benefits,  and  personal  service. 
Clearly,  it's  the  credit  card  that  offers  you  more.  And  less. 


Much  less* 


To  qualify  for  an  APR  which  is  currently  12%  for  purchases  (1650%  for  cash  advances),  Cardmembers  must  also  have  at  least  one  year  of  tenure  on  their  American  Express  and 
Optima  Card  Accounts.  Optima  Cardmembers  in  good  standing  receive  an  APR  for  purchases  that's  currently  14  25%  (16.90%  for  cash  advances).  All  other  accounts  receive  an 
APR  that's  currently  18  25%  for  purchases  (18.90%  for  cash  advances).  All  rates  are  adjusted  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wall  Street  Journal.  The 
annual  fee  for  the  Optima  Card  is  $15  ($25  for  non-American  Express*  Cardmembers).  For  more  information  or  to  apply  call  1-800-OPTIMA-6.  Competitive  data  according  to 
RAM  Research's  Bankcard  Update,  August  1993 

"American  Express  will  guarantee  a  minimum  donation  to  Share  Our  Strength  of  $1,000,000  and  will  donate  up  to  an  additional  $4,000,000  based  on  Card  purchases  between 
10/5/93  and  12/31/93  at  2t  per  Card  purchase  Donation  is  not  tax  deductible  for  Cardmembers. 
©  1993  American  Express  Centurion  Bank. 
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Disney's 
magic  lamp 


The  money  Walt  Disney 
Co.  is  making  on  its  Aladdin 
video  is  enough  to  make 
grown-ups  believe  in 
genies. 


By  Nina  Munk 

Everybody  knows  the  bad  news  at 
the  Walt  Disney  Co.  Euro  Disneyland 
has  been  a  huge  disappointment. 
Since  the  park  opened  in  April  1992, 
it's  estimated  to  have  lost  Disney  over 
$120  million. 

But  how  's  this  for  offsetting  good 
news:  On  Oct.  1  Disney  released 
videocassettes  of  its  animated  film 
Aladdin.  Since  then  Disney  has  sold 
23  million  Aladdin  tapes  to  wholesal- 
ers and  is  expected  to  sell  7  million 
more  by  Christmas.  Likely  pretax 
profit  for  Disney  on  this  single  car- 
toon product:  $210  million  at  a  bare 
minimum,  nearly  twice  the  accumu- 
lated losses  on  Euro  Disney. 

Disney  is  getting  pretty  good  at  the 
mass  marketing  of  videos.  Earlier  this 
year  the  company  sold  13.4  million 


video  copies  of  Pinoccbio.  Last  year 
Beauty  and  the  Beast  sold  22  million 
copies.  Before  that  it  was  15.9  million 
copies  of  101  Dalmatians,  14.2  mil- 
lion Fantasias,  9.6  million  Jungle 
Books,  10  million  Little  Mermaids. 
On  these  six  titles  plus  Aladdin,  Dis- 
nev  has  probably  earned  well  over 
$800  million. 

The  Disney  marketing  strategy  dif- 
fers sharply  from  that  of  other  studios. 
Most  of  them  keep  prices  high,  aim- 
ing at  the  video  store  rental  market. 
Paramount  Communications'  popu- 
lar Indecent  Proposal  was  released  on 
video  Oct.  13.  Joseph  Tavakoli,  co- 
owner  of  the  Los  Angeles- based  Mov- 
ies &  More  video  rental  stores,  says  he 
paid  $63  a  copy  for  Indecent  Proposal. 
At  that  price,  it  will  take  about  a 


month  and  a  half  of  rentals  befoi 
Tavakoli  makes  any  money  on  tr 
tape,  and  the  price  guarantees  th; 
Tavakoli  won't  order  more  than 
handful  of  copies.  So  far,  Paramour 
has  sold  527,000  copies  of  Indecei 
Proposal. 

Disney  figured  lots  of  America 
families  would  want  to  own  a  cop 
(among  its  virtues,  Aladdin  is  chea 
babysitting),  so  the  studio  release 
the  video  into  the  so-called  sel 
through  market,  at  prices  low  enoug 
to  attract  the  mass  market  as  well  ; 
the  rental  stores.  Tavakoli,  for  exan 
pie,  bought  hundreds  of  Aladdt 
tapes  at  $15  a  copy.  He  turned  11 
Aladdins  into  rental  tapes — at  the 
low  cost,  the  rental  tapes  covere 
their  cost  after  just  ten  days — and  sol 
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lie  rest.  By  the  end  of  October  Tava- 
oli's  three  stores  had  sold  over  300 
opies  of  Aladdin  at  $18.99  apiece,  a 
7%  markup  and  a  profit  of  about 
1,200,  good  money  in  the  thin- 
largin  video  rental  business. 

While  Indecent  Proposal  and  the 
reat  majority  of  videos  retail  for  up- 
wards of  $90,  Disney  put  a  manufac- 
jrer's  suggested  retail  price  of 
24.99  on  its  animation  tapes,  Alad- 
'in  included.  But  that  sticker  price  is 
)r  show.  Tower  Records/Video  uses 
le  tape  as  a  promotional  item,  and 
:tails  it  at  $  1 5 .99 .  Blockbuster  Video 
harges  $19.95,  but  throws  in  two 
•ee  rentals  worth  $5. 

The  Aladdin  tapes  carry  an  offer 
om  Colgate-Palmolive  Co.:  Include 
roof  of  purchase  of  four  tubes  of 
Colgate  toothpaste  with  your  Alad- 
in  receipt,  and  Colgate-Palmolive 
'ill  send  you  a  check  for  $5.  The 
:bate  gives  merchants  more  pricing 
nd  promotional  opportunities.  For 
xample,  California's  Vons  Cos.  su- 
ermarkets  offered  Aladdin  at 
16.99,  but  the  net  price  was  $9.99 
fter  factoring  in  the  $5  Colgate  re- 
ate  offer  and  two  separate  $1  in 
:ore  Vons  discount  coupons. 

Disney  doesn't  much  care  how  the 
lopkeepers  move  the  merchandise, 
/hatever  they  do,  Disney  cleans  up. 
.veraging  in  discounts  to  big  retailers 
ke  Kmart,  analysts  estimate  Disney 
ets  $14  a  tape.  Disney's  direct  costs 
l  the  videos — for  tape,  plastic  car- 
"idge,  packaging  and  transporta- 
on — come  to  perhaps  $2  per  tape; 
dvertising  might  add  another  $3. 
iguring  conservatively,  Lisbeth  Bar 
:>n,  an  entertainment  analyst  at  S.G. 
/arburg  &  Co.,  says  Disney  nets, 
retax,  $7  on  each  Aladdin — $210 
lillion  on  videos  from  just  one  hit, 
laybe  much  more. 

Psst!  Wanna  buy  an  Aladdin  video 
neap?  As  demand  for  his  110  rental 
[laddim  dies  down,  Joseph  Tavakoli, 
ke  most  other  video  store  owners, 
ill  start  selling  his  excess  tapes  for 
put  $9,  and  ultimately  cut  that 
pee  to  $7.  With  the  Colgate  rebate, 
le  price  to  the  consumer  drops  to  $2, 
Reaper  than  blank  tape  and  far  less 
lan  the  price  of  a  movie  ticket.  Even 
len  Disney  will  have  made  at  least  $7 
n  a  tape  that  will  cost  you  $2. 

Now,  how's  that  for  genies  from  a 
mpr  H 


So  far  Clinton/Gore's  "reinventing  government" 
has  meant  handing  it  over  to  the  civil  service  unions. 

"We  took  'em 
to  the  woodshed55 


By  Janet  Novack 

The  civil  service  labor  unions  have 
the  Clinton  Administration  at  their 
mercy,  a  development  that  essentially 
dooms  the  Administration's  plans  for 
"reinventing  government." 

The  unions  say,  yes,  they  will  accept 
government  reorganization.  But  they 
will  call  the  tune.  The  Clintonites 
meekly  surrendered. 

The  first  step  was  an  executive  or- 
der signed  on  Oct.  1  by  Clinton,  with 
the  media  pretty  much  looking  in  the 
other  direction.  This  order  creates 
labor/management  councils  in  agen- 
cies throughout  the  federal  govern- 
ment and  specifically  directs  those 
agencies  to  bargain  with  the  unions 
over  a  wide  range  of  workplace  issues. 

The  expanded  bargaining  will  give 
the  unions  the  ability  to  block  or  delay 
decisions  they  don't  like  on  such  mat- 
ters as  whether  and  how  to  automate, 
and  perhaps  even  which  jobs  will  go  in 
any  slimming  of  the  civil  service.  The 
councils  are  supposed  to  involve 
workers  as  "partners"  before  those 
decisions  are  made.  The  workers'  rep- 
resentatives on  the  councils  will  be 


appointed  by  the  unions  and  will  in- 
clude, the  unions  say,  only  union 
members.  The  result  will  be  a  kind  of 
throwback  to  the  old  European  no- 
tion of  syndicalism,  wherein  unions 
were  to  become  the  real  managers  of 
businesses. 

John  Sturdivant,  president  of  the 
American  Eederation  of  Government 
Employees,  which  represents 
665,000  federal  workers,  is  proud  of 
the  deal.  He  is  honest  in  saying  he 
plans  to  use  it  to  protect  members' 
jobs.  The  union  is  already  insisting 
that  the  82,000  federal  jobs  that  Clin- 
ton and  Gore  have  promised  to  cut 
outside  defense  by  1999  should  come 
strictly  from  management-level  civil 
servants. 

The  executive  order  also  created  an 
overall  National  Partnership  Council, 
which  will  include  Sturdivant,  three 
other  union  leaders  and  Administra- 
tion officials,  but  no  representatives  of 
career  managers,  who  have  been  left 
out  in  the  cold.  In  short,  the  people 
who  are  supposed  to  run  the  depart- 
ments will  scarcely  be  consulted.  This 
National  Council  will  recommend  to 
Congress  changes  in  civil  service  laws. 
These  are  heady  days  for  Sturdivant 
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Federal  unions 


Martin  Gruber  promised  Albert  Reimann 

that  he  would  keep  Benckiser  Group 

in  the  Reimann  family.  From  that  promise  a 

$2.7  billion  consumer  goods  company  has  sprung. 

"Globaloney" 

By  Phyllis  Berman  and  Michael  Schuman 


and  the  other  union  leaders.  Earlier 
this  year  they  outmaneuvered  Clinton 
over  his  proposed  freeze  on  civil  ser- 
vice pay.  With  Congress1  backing, 
more  than  80%  of  federal  white-collar 
workers  will  now  in  fact  get  raises 
ranging  from  at  least  3%  to  as  much  as 
12%.  These  pay  increases  will  he  made 
up  of  annual  "■step"  and  promotion 
raises,  plus  a  special  "locality  pay" 
raise  Clinton  had  tried  to  delay. 

"We  took  the  Administration  to 
the  woodshed  on  the  pay  freeze,  and 
as  a  result  I  think  they  came  to  the 
conclusion  that  they  have  to  deal  with 
us,"  says  Sturdivant. 

Of  2.2  million  civilian  federal  non- 
postal  workers,  only  about  20%  cur- 
rently belong  to  a  union.  This  clearly 
will  now  change  in  the  unions'  favor. 
Unless  they  join  a  union,  rank  and  file 
workers  will  have  no  voice  in  the  new 
workplace  councils.  As  added  pres- 
sure, Sturdivant  and  his  colleagues 
hope  the  National  Council  will  rec- 
ommend to  Congress  that  civil  ser- 
vants who  choose  not  to  join  be 
forced  to  pay  "user  fees"  to  the 
unions  in  lieu  of  dues. 

This  executive  order  "is  just  the 
first  step,"  says  an  exultant  Robert 
Tobias,  president  of  the  National 
Treasury  Employees  Union.  One 
probable  result:  an  increase  in  the 
amount  of  taxpayer-paid  time  federal 
employees  spend  doing  union  work. 
Forbes  estimates  that  already  the 
equivalent  of  2,500  civil  servants  do 
nothing  but  union  business. 

Recent  federal  labor  relations  have 
been  adversarial.  Unfair  labor  practice 
charges  surged  21%  in  1992.  Tobias 
claims  that  relations  will  improve  now 
that  workers  have  real  power.  But 
with  more  areas  covered  by  union 
contracts,  complaints  will  more  likely 
multiply. 

The  Clintonites  did  salvage  one 
goody  for  themselves  from  this  give- 
away. The  week  after  signing  this 
order,  Clinton  signed  a  law  that  al- 
lows most  federal  employees  to  work 
in  partisan  political  campaigns  on 
their  own  time — an  activity  that  had 
been  banned  since  1939.  Naturally, 
the  White  House  assumes  that  these 
labor  unionists  will  work  for  the  Dem- 
ocrats, who,  for  example,  received 
98.4%  of  the  American  Federation  of 
Government  Employees'  PAC  money 
in  1991-92.  wa 


"There  are  ways  of  competing 
against  Procter  &  Gamble  and  Col- 
gate-Palmolive," says  Peter  Harf, 
chief  executive  of  Germany's  privately 
owned  Benckiser  Group.  "We've 
been  through  these  wars  before.  If 
they  want  to  go  after  my  brands,  more 
power  to  them." 

That's  tough  talk  from  a  man  who 
runs  a  company  only  about  one-tenth 
the  size  of  Procter  &  Gamble,  but  no 
competitor  with  any  sense  takes  Harf 
lightly.  In  a  decade  he  has  trans- 
formed Benckiser  from  a  sleepy  $250 
million  (revenues)  diversified  com- 
modity chemicals  company  based  in 
stolid  Ludwigshafen,  near  Frankfurt, 
into  a  $2.7  billion  international  force 
in  consumer  products. 

After  graduating  from  Harvard's 
business  school  in  1974,  Harf,  47, 
went  to  work  at  Boston  Consulting 
Group.  While  at  the  Munich  office,  he 
met  Martin  Gruber,  who  represents 
the  interests  of  Germany's  billionaire 
Reimann  family.  For  170  years  Rei- 
rhanns  have  owned  Benckiser. 

Albert  Reimann,  great-great- 
grandson  of  Benckiser's  founder,  had 
tapped  Gruber,  a  longtime,  loyal  em- 
ployee, to  run  Benckiser.  Gruber 
promised  that  he'd  do  his  best  to  keep 
Benckiser  an  independent,  family- 
owned  company. 

He  may  have  promised  more  than 
he  could  deliver.  Benckiser's  chemical 
products — mainly  citric  acid,  phos- 
phates and  citrates — were  dominated 
by  big  multinational  corporations  like 
Pfizer  and  Hoffmann- La  Roche. 
Would  Gruber  have  to  sell  or  would 
he  just  let  Benckiser  Group  slide 
downhill? 

Clearly  Gruber  needed  help.  Could 
Harf  provide  it?  Harf  thought  he 
could.  While  still  at  Boston  Consult 
ing,  Harf  helped  Gruber  design  a 


radical  new  business  strategy;  h 
joined  Benckiser  as  an  executive  vie 
president  in  1981  to  implement  it. 

Harf 's  strategy  for  Benckiser's  sui 
vival  was  to  dump  the  old  chemica 
businesses  and  use  the  proceeds  t 
acquire  consumer  products  business 
es — he  has  completed  26  acquisitior 
in  ten  years.  Harf  s  first  major  pui 
chase  was  the  consumer  products  d 
vision  of  St.  Paul,  Minn. -based  Eco 
lab  in  1987,  three  years  after  Albei 
Reimann  died.  This  gave  Benckisc 
the  Electrasol  dishwasher  deterge! 
brand.  To  this  Harf  quickly  adde 
detergent  makers  Mira  Lanza  an 
Panigal  in  Italy,  and  S.A.  Camp  i 
Spain.  In  1990  Benckiser  bougl 
Cling  Free  fabric  softener  fror 
SmithKline  Beecham,  and  the  work 
wide  rights  to  the  brand  name  Ca 
gon,  the  bath  products  line. 

Harf  transformed  Benckiser  i 
many  other  ways,  too.  Once  as  stun" 
and  traditional  as  a  self-satisfied  Gei 
man  burgher,  Benckiser  has  become 
lean,  mean  and  cosmopolitan  cor 
glomerate  with  operations  in  2 
countries.  Its  top  executives,  one 
exclusively  Germans,  now  call  sever; 
nations  home. 

In  1990  Harf  even  sold  off  th 
majority  of  the  Ludwigshafen  propel 
ty  that  had  served  as  Benckiser  heac 
quarters  for  140  years.  Executive 
now  fly  from  around  the  world  t 
Frankfurt  airport,  where  a  suite  c 
offices  is  kept  for  Benckiser  meet 
ings — a  virtual  headquarters.  Th 
year  Harf,  newly  widowed,  move 
himself  and  his  two  children  fror 
German)'  to  New  York  City,  froil 
which  he  plans  to  run  all  of  Bencl* 
iser's  new  high-end  cosmetk 
businesses. 

But  while  Harf  was  making  Bencl* 
iser  into  a  global  company,  he  kept  h 
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letergent  brands  local.  Harf,  who 
derisively  refers  to  globalized  brand- 
lg  as  "globaloney,"  believes  his  poli- 
y  brings  Benckiser's  products  closer 
d  their  customers,  and  gives  Benck- 
;er  the  ability  to  appeal  to  local  prefe- 
rences. This  is  a  major  strategic  dif- 
:rence  from  the  big  multinationals — 
Jnilever,  P&G  and  Colgate-Palm- 
live — all  of  which  are  trying  to  ex- 
and  their  brand  names  across  nation- 
1  borders. 

Harf  believes  consumers  want  ei- 
hcr  high-quality  products  for  which 
tiey  are  willing  to  pay  high  prices  or 
Dw-priced  products  they  perceive  as 
ffering  good  value.  The  Ecolab  story 
;rves  as  a  good  example  of  Half's 
let  hod. 

Benckiser  bought  Ecolab's  $225 
lillion  (sales)  consumer  products 
pmpany  in  1987  for  $240  million — a 
lodest  price,  then,  for  brand  names — 
nd  started  pruning.  The  U.$.  division 
ad  lost  $12  million  in  the  previous  12 
lonths.  He  cut  the  number  of  prod- 
cts  from  17  to  5,  the  sales  staff  by  more 
pan  half,  and  fired  all  but  4  of  38 
nployees  in  the  marketing  depart- 
ient.  In  the  12  months  after  the  acqui- 
mon,  the  U.S.  operation  turned  a 
rotit  of  $12  million. 

With  the  fat  cut  out,  Harf  rcposi- 
oned   Ecolab's  brands.  Electrasol 


Peter  Harf 

From  Ludwigshafen  to  a  New  York 
high-rise  in  a  decade. 


dishwasher  detergent,  for  example, 
was  turned  into  a  brand  for  price- 
conscious  American  shoppers.  Since 
then,  Electrasol  has  become  the  fast- 
est-growing dishwasher  powder  in 
the  U.S.  According  to  Nielsen  Mar- 
keting Research,  its  supermarket  case 
share  has  jumped  from  8.3%  in  1988 
to  12.4%  this  year.  Meanwhile, 
Procter  &  Gamble's  Cascade,  the 
market  leader,  has  lost  three  Nielsen 
market  share  percentage  points. 
Warns  Gabriel  Lowy,  a  consumer 
products  analyst  at  Oppenheimer  & 
Co.,  "The  big  boys  won't  let  Benck- 
iser get  off  that  easy." 

In  the  late  1980s  Harf  began  think- 
ing that  if  he  could  take  on  the  multi- 
nationals in  soaps,  why  not  in  cosmet- 
ics and  fragrances,  too?  These  busi- 
nesses were  consolidating  at  a  rapid 
pace,  and  cosmetics  market  consul- 
tants like  Allan  Mottus  were  con- 
vinced that  within  five  years  there 
would  be  only  L'Oreal,  P&G  and  two 
or  three  other  major  players.  Benck- 
iser was  not  on  Mottus'  list. 

In  1990  Harf  made  his  first  move 
into  cosmetics  and  fragrances  by  buy- 
ing the  Margaret  Astor/Lancaster 


group  of  perfumes  and  cosmetics 
from  Smith  Kline  Beecham.  It  later 
added  a  trio  of  small  German  designer 
fragrances  and,  in  1991,  Chicago's 
Quintessence,  maker  of  Jovan  musks. 

Last  year  Harf  bought  the  jewel  for 
its  crown:  Coty,  the  number  one 
manufacturer  of  women's  and  men's 
mass  fragrances  in  the  U.S.,  with  four 
of  the  top  ten  women's  fragrance 
brands:  Exclamation!,  Lady  Stetson, 
Emeraude  and  Sand  &  Sable. 

Benckiser's  cosmetics  sales  totaled 
about  $1  billion  in  1992.  But  winning 
in  this  business  means  spending  big 
money  to  launch  and  support  brands. 
This  year,  for  example,  Harf  launched 
the  popular  European  men's  fra- 
grance Zino  in  the  U.S.  and  spent  a 
hefty  $12  million  to  promote  it. 

The  question  is:  How  long  can 
Harf  keep  spending  at  such  levels? 
Benckiser's  profit  margins  are  just  2%, 
versus  about  6%  for  L'Oreal  and  P&G. 
Aid  the  company  has  $1.25  billion  in 
bank  debt  against  only  $574  million 
in  total  equity. 

In  short,  Benckiser  doesn't  have 
as  much  money  to  throw  around  as 
his  major  competitors.  Harf's  re- 
sponse: He  picks  his  battles  careful- 
ly. "We're  not  all  over  the  place  like 
some  of  our  competitors,"  he  says, 
adding  that  Benckiser  has  a  network 
of  "house"  banks  in  Germany  that 
have  no  ownership  position  in  the 
company  but  are  so  familiar  with 
Benckiser's  operations  that  they  are 
willing  to  fund  Harf's  already  lever- 
aged operation.  What's  more,  the 
nine  adult  members  of  the  Reimann 
family  have  agreed,  by  contract,  not 
to  demand  more  than  a  small  divi- 
dend payout  until  the  year  2015. 

Although  Harf  could  possibly  raise 
a  considerable  amount  of  money  tak- 
ing Benckiser  public,  he  says  he's  not 
interested.  Selling  stock  here,  he  says, 
could  subject  the  Reimann  family  to 
higher  German  taxes;  he  would  just 
have  to  pay  out  bigger  dividends  so 
that  the  Reimanns  could  meet  their 
tax  obligations. 

Besides,  Martin  Gruber  promised 
Albert  Reimann  that  Benckiser  would 
remain  family  owned.  Now  that  he 
and  Peter  Harf  have  fulfilled  that 
promise  and  helped  turn  the  Rei- 
manns into  billionaires,  what  would 
be  the  point  in  going  back  on  Gru- 
ber's  pledge?  MB 
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After  Levi  Strauss  found  a  new  niche 
in  men's  pants,  venerable  slacks  maker 
Haggar  Corp.  was  fortunate  to  have  competitive 
Joe  Haggar  III  waiting  in  the  wings. 

Joe  Three 
fights  back 


By  Christopher  Palmeri 

FOUNDED  in  1926  by  J.M.  Haggar,  a 
penniless  Lebanese  immigrant  who 
peddled  overalls  in  baekwater  Texas 
towns,  $380  million  (1992  sales) 
Haggar  Corp.  helped  develop  the 
pants  category  that  lay  between  blue 
jeans  and  suits.  In  the  late  1940s 
Haggar  coined  the  term 
"•slacks1'  to  mean  pants  worn 
during  the  slack  time  between 
work  and  hard  play.  Haggar 
also  popularized  polyester- 
and-wool  permanent  press 
pants  in  the  late  1960s,  and 
precuffed  slacks  that  didn't 
need  tailoring.  For  years,  Dal- 
las-based Haggar  Corp.  con- 
trolled the  largest  (20%)  share 
of  the  men's  dress  slacks  mar- 
ket; its  unofficial  slogan  was 
"We  cover  the  asses  of  the 
masses." 

But  in  the  fall  of  1986  San 
Francisco- based  Levi  Strauss 
pulled  a  leal  from  Haggar's 
book  when  it  introduced  the 
new  Dockers  line  of  all-cotton 
clothing.  Before,  Levi  Strauss 
had  been  largely  unsuccessful 
in  dress  slacks,  but  the  Dock- 
ers line  was  an  instant  hit  be- 
cause, like  Haggar  a  half-cen- 
tury before,  it  addressed  a  new 
niche:  the  growing  market  be- 
tween  Haggar's  dressier  slacks 
and  Levi's  jeans.  Dockers  ap- 
pealed especially  to  younger 
adult  professional  men,  who 
preferred  to  dress  more  casual- 
ly for  work  and  look  a  little 
sharper  on  weekends.  Within 
seven  years  Dockers'  sales 
surged  from  nothing  to  $1 


billion  (wholesale). 

Dockers  hit  Haggar  hard.  But  Hag- 
gar was  then  being  run  by  J.M.  (Jo- 
seph) Haggar  Jr.  Then  60,  the  foun- 
der's son  was  not  about  to  change  the 
company's  course  overnight. 

Haggar  brought  out  a  cotton  prod- 


Haggar  Corp.'s  Joseph  Haggar  III 
There's  a  new  wrinkle  in  the  pants  wars. 


uct  of  its  own,  but  didn't  spend  mucl 
on  marketing;  instead  it  focused  oi 
cutting  costs  and  expanding  share  o 
the  fancier  dress  pants  market.  Bu 
that  market  was  shrinking.  Industry 
wide,  pants  sales  have  remained  abou 
where  they  were  a  decade  ago,  151 
million  pairs  a  year,  not  including  blu 
jeans.  But  the  mix  has  changed  dra 
matically:  In  the  1980s,  90  million  c 
those  were  dress  slacks,  60  millioi 
casual.  Today,  the  numbers  are  re 
versed.  That  shift  became  very  appaf 
ent  at  Haggar  in  1990,  when  sales  sli< 
6%,  to  $292  million,  the  first  sale 
decline  in  years.  The  company  als< 
posted  a  $6.7  million  loss.  And  anoth 
er  riv  al,  Fl  Paso- based  Farah  Inc.,  wa 
bringing  out  its  Process  2000  line  c 
wrinkle-free  cotton  slacks. 

The  tide  turned,  however,  whei 
Joseph  Haggar  Jr.  stepped  aside  ii 
late  1990  and  handed  the  baton  to  hi 
son,  Joseph  Haggar  III,  then  35 
Known  around  the  company  as  "Jo 
Three,"  he  wasn't  about  to  k 
Levi  or  Farah  take  away  th 
family's  livelihood  without 
fight.  Although  Farah  had  al 
ready  put  its  new  cotton  pant 
on  the  market,  Joe  Thre 
knew  Farah  was  still  emergin 
from  a  costly  turnaround  an 
couldn't  spend  much  mone 
to  promote  the  new  line. 

Sensing  an  opportunity,  h 
ordered  up  Haggar's  own  lin 
of  wrinkle -free  cotton  pant: 
To  exploit  Farah's  financk 
weakness,  Joe  Three  to! 
Haggar's  marketing  people  t 
go  all  out  in  promoting  th 
new  line.  Last  fall  Haggar' 
new  Wrinkle-Free  Cotton 
line  hit  the  stores,  supportei 
by  a  $20  million  marketin 
campaign.  Two  years  before 
Haggar  had  spent  just  $2  mil 
lion  to  advertise  all  its  lines. 

In  its  advertising  Haggar  al 
tacked  Dockers  directly  b 
showing  a  Dockers  pate 
shriveling  up.  The  ads  genet 
ated  a  lot  of  attention.  Buyet 
at  big  retailers  like  J.C.  Per 
ney,  Dillard's  and  Mercantil 
Stores  say  Haggar's  wrinkk 
free  pants  are  the  hotte 
things  in  men's  wear.  Levi 
Dockers  are  now  being  dii 
counted  heavily.  Haggar,  toe 
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5  pricing  aggressively,  but  for  now 
eems  to  have  the  edge.  "Haggar," 
ays  Penney's  buyer  Carol  Brady,  "is 
ing  of  the  hill  right  now." 

From  zero  last  fall,  sales  of  Haggar 
otton  pants  have  risen  to  $60  mil- 
on.  Dockers  sales  are  holding  steady, 
iut  only  thanks  to  heavy  promotion. 

Will  Haggar's  wrinkle-free  cotton 
ne  cannibalize  sales  of  the  compa- 
y's  traditional  wool-and-poly-blend 
ants?  Some  cannibalization  is  inev- 
:able.  Haggar's  overall  sales  are  ex- 
ected  to  climb  only  2%  for  fiscal 
993  (which  ended  Sept.  30),  to 
388  million.  But  Joe  Haggar  says 
e's  confident  that  he  can  expand 
lies  of  the  company's  wrinkle -free 
ne  much  faster  than  the  traditional 
ants  business  shrinks. 

To  maintain  its  momentum  Hag- 
ar  is  rolling  out  new  wrinkle-free 
ants  in  corduroy,  canvas  and  gabar- 
ine.  Joe  Three  is  also  adding  a  line  of 
Dior-coordinated  cotton  shirts.  To 
romote  the  Haggar  brand  to  wom- 
n — big  buyers  of  men's  clothing — 
laggar  has  begun  advertising  in 
'omen's  magazines  and  on  daytime 
Revision's  soaps.  Haggar  is  also  us- 
lg  wrinkle-frees  as  a  way  to  enter 
iternational  markets  like  Great  Brit- 
n  and  Mexico  where  the  company 
reviously  had  little  presence. 

Last  December  Haggar  sold  equity 
)  the  public  for  the  first  time.  This 
■eated  a  liquid  market  for  the  Haggar 
imily's  stock  and  put  $25  million  in 
ish  into  the  company's  war  chest, 
he  family's  57%  stake  is  worth  about 
85  million.  First  offered  at  $16.50  a 
lare,  the  stock  sold  recently  for 
18.25,  just  over  ten  times  the  $1.80- 
•share  Haggar  is  expected  to  post  for 
s  1993  fiscal  year. 

Haggar's  low  price-to-earnings 
mltiple  suggests  that  Wall  Street  is 
ot  yet  convinced  that  Joe  Three  has 
irried  the  day.  Levi  Strauss'  Dockers 
ist  introduced  its  own  wrinkle-free 
acks  line  in  17  cities;  a  national 
)llout  is  planned  for  the  spring, 
arah,  meanwhile,  has  expanded  its 
rinkle-free  product  line  and  its  ad- 
vising budget.  Other  combatants 
e  entering  the  wrinkle -free  ring, 
suring  a  tough  fight.  Vows  Haggar: 
rhere  are  90  million  pairs  of  cotton 
acks  sold  in  America  each  year,  and  I 
n  absolutely  convinced  we  will  get  a 
jphificant  piece  of  that  market."  H 


Pier  1  sells  everything  from  bath  oil 

to  upholstered  sofas.  Browsers  love  the  stores, 

but  purposeful  shoppers  go  elsewhere. 

But  who  is 
minding  the 
store? 


By  Amy  Feldman 


Pier  l's  Marvin  Girouard  and 
Ciark  Johnson  in  the  sample  room 
A  cache  of  interesting 
goods  that  never  get 
to  the  stores. 


IT'S  A  HOT  MORNING  in  Fort  Worth, 
and  Pier  1  Imports,  Inc.'s  chief  execu- 
tive, Clark  Johnson,  62,  readies  for  a 
meeting  with  the  mayor.  His  gray  hair 
is  perfectly  coiffed,  his  gold-coin  cuff- 
links sparkle.  Johnson  loves  glad- 
handing.  He's  good  at  it. 

But  Johnson  ought  to  spend  less 
time  with  celebrities  and  politicos  and 
more  time  talking  with  his  customers. 
Retailing  has  changed  dramatically  in 
the  past  decade,  and  Pier   1  has 


changed,  too,  but  in  the  wrong  direc- 
tion. Most  smart  retailers  are  narrow- 
ing their  focus  and  stepping  up  the 
choice  of  merchandise  they  offer  in 
chosen  specialties  like  furniture, 
kitchenware  and  bath  products.  But 
Pier  1  has  gone  the  other  way,  stuffing 
its  stores  with  miscellany.  Its  shares 
today  are  around  1 0 — the  same  as  two 
decades  ago,  after  adjusting  for  splits. 

That  marketing  genius,  Charles 
Tandy,    and    Luther  Henderson, 
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Pier  1  Imports 


Pier  1's  bleary  focus 

Company  Sales 
($mil) 

Sales 
growth1 

Net  margins 
1993  1986 

Return  on  assets 
1993       .  1986 

Recent 
price 

P/E2 

While  others 
specialize  In 
npriori  furniture 

HI  IUU  lllllllllllv 

Ul  im  1 1,  l  lc  1 1  w  a  Ik;  , 

Pier  1  tries  to 

Pierl 

$629 

14% 

3.7% 

4.2% 

5.4% 

9.4% 

l01/2 

16.9 

have  something 

Bed  Bath  &  Beyond 

217 

27 

7.4 

8.83 

20.8 

26.53 

321/4 

34.0 

for  everyone. 

Bombay  Co 

232 

24 

9.14 

■  NM 

15.9* 

NM 

45V2 

66.9" 

Result*  an 

Heilig-Meyers 

558 

17 

5.8 

5.6 

5.5 

3.9 

32% 

38.5 

inefficient  chain 

Lechters 

306 

28 

5.0 

4.4 

6.7 

11.8 

11% 

12.8 

of  browsers' 

Michaels  Stores 

493 

24 

4.1 

1.9 

7.8 

3.7 

36y8 

29.6 

boutiques. 

'Five-year  compounded.  2Based  on  latest  fiscal-year  EPS.  31988  figures,  oldest  available.  'Excludes  one-time  store  conversion  costs. 
NM:  Not  meaningful.   Sources:  Annual  reports;  S&P. 


Tandy  Corp.  treasurer,  founded  Pier 
1  in  1962  as  a  eopyeat  of  San  Francis- 
co importer  Cost  Plus.  The  concept 
was  simple:  A  strong  U.S.  dollar  al- 
lowed Pier  1  to  import  things  like 
wicker  furniture,  brass  candlesticks 
and  batik  tablecloths  from  countries 
like  Mexico,  India  and  Thailand  at 
rock-bottom  prices.  Even  with  hefty 
markups,  the  products  were  cheap. 
Top-of-the-line  stuff  the  merchandise 
wasn't,  but  Pier  1  supplied  a  genera- 
tion of  college  students  and  other 
first-time  buyers  with  furniture  and 
gcegaws. 

When  Tandy  decided  to  concen- 
trate on  building  Radio  Shack,  in 
1966,  Henderson  led  a  management 
buyout  of  the  Pier  1  chain.  The  con- 
cept was  just  right  for  the  times,  and 
Pier  1  prospered.  Sales  grew  from 
$4.5  million  in  1967  to  $68  million  in 
1973.  Earnings  did  even  better — up 
twentyfold  to  $3.8  million. 

Times  changed.  The  dollar  no 
longer  bought  as  much  as  it  once  did 
overseas,  and  by  1980  Pier  l's  baby- 
boomer  customers  were  looking  for 
more  durable  merchandise.  In  1980 
the  board  brought  in  Robert  Camp, 
who  had  run  his  own  chain  of  Pier  1 
clones  in  Canada.  He  cleaned  up  the 
stores'  clutter  and  injected  some  flair 
into  merchandise  display.  Within  two 
years  sales  rose  41%,  to  $165  million, 
and  operating  income  jumped  66%, 
to  $6  million.  The  stock  climbed  back 
from  $1  to  $7. 

But  just  when  Pier  1  was  getting 
back  on  track,  control  changed  hands. 
In  1983  Intermark,  Inc.'s  Charles 
(Red)  Scott  purchased  a  major  stake. 
Camp  and  Scott  couldn't  get  along, 
and  Camp  quit.  Scott  brought  in  his 
buddy,  Clark  Johnson,  who  had  pre- 
viously run  lumberyards  and  part- 
nered with  Jack  Nicklaus  to  run  Mac- 


Gregor  Golf  Co. 

Johnson  increased  the  number  of 
stores  from  250  to  605  in  fiscal  1993. 
The  strategy  did  wonders  for  sales, 
which  climbed  from  $204  million  in 
fiscal  1986  to  $629  million  last  year. 
But  administrative  costs  rose  in  gear 
with  sales,  to  stay  near  30%  of  the 
total.  Meanwhile,  Pier  l's  long-term 
debt  increased  more  than  fivefold,  to 
$147  million  last  year. 

Johnson  let  costs  get  out  of  control. 
Average  rentals  more  than  doubled, 
to  $  1 7  per  square  foot.  Pier  1  's  return 
on  assets  has  fallen  from  9.4%  in  fiscal 
1986  to  5.4%  today — well  below  oth- 
er specialty  retailers  like  Bed  Bath  8c 
Beyond  or  Michaels  Stores,  with 
whom  it  competes  (see  table). 

Or  compare  Pier  1  with  another  of 
Tandy  Corp.'s  Fort  Worth-based  off- 
spring: Bombay  Co.,  the  successful 
retailer  of  inexpensive  reproductions 
of  Victorian  and  Queen  Anne  furni- 
ture ( Forbes,  June 24, 1991).  Pier  l's 
sales  per  square  foot  are  $140;  Bom- 
bay's are  $340.  Pier  1  turns  its  inven- 
tory just  1 .7  times,  compared  with  2.4 
turns  for  Bombay. 

Both  chains  sell  imports  at  relative- 
ly low  prices,  but  there  the  similarities 
end.  A  visitor  to  a  Bombay  store 
knows  pretty  much  what  he  or  she 
wants — the  stores'  identities  are  that 
clear.  Pier  1  shoppers  tend  to  be 
browsers.  If  something  catches  their 
eye,  they  may  buy  it.  If  nothing 
catches  their  fancy,  they  may  walk 
out.  According  to  Pier  l's  own  mar- 
ket research,  only  one  in  four  people 
who  walk  into  a  Pier  1  store  actually 
buys  something. 

A  typical  Pier  1  store  carries  4,500 
items,  from  terra-cotta  bird-feeders 
and  upholstered  sofas,  to  cheaply 
made  cotton  skirts  and  all -natural 
soaps.  Johnson  sees  this  as  a  strength. 


He  forgets  that  in  the  1990s  mo; 
people  are  too  busy  to  do  nine 
browsing.  When  they  shop  it  is  tor 
specific  purpose. 

Undaunted,  Johnson  gads  abou 
pressing  important  flesh  and  hobnot 
bing  with  celebs.  When  he  took  ove 
he  moved  Pier  l's  headquarters  int 
one  of  the  Bass  brothers'  luxurioi 
office  towers  in  downtown  Foi 
Worth  and  bought  a  Cessna  jet  fc 
traveling  executives  (later  sold).  La: 
year  Johnson  and  President  Marvi 
Girouard  pulled  down  $1.9  million  i 
salaries  and  bonuses  between  them. 

This  spring  Johnson  forced  off  th 
board  former  boss  Luther  Hendei 
son,  the  only  outside  director  wit 
specialty  retailing  experience.  The  o: 
tensible  reason  was  Henderson's  agi 
73.  More  likely,  Henderson  was 
thorn  in  Johnson's  side. 

Johnson  boasts  of  his  ambition  t 
expand  Pier  1  to  900  stores  here  anc 
maybe,  more  than  100  abroad,  wit 
sales  surpassing  $1  billion  by  decade 
end.  Overseas,  Pier  1  is  opening  stor< 
in  Britain,  Mexico  and  Puerto  Ric< 
with  many  more  to  come.  Abroac 
Johnson  says,  Pier  1  will  buy  int 
existing  chains,  like  the  Pier  in  Britaii 
or  set  up  joint  ventures,  as  it  di 
recently  with  Sears  de  Mexico.  Bi 
there  is  no  guarantee  that  this  pus 
will  be  more  successful  than  Pier  1 
failure  overseas  two  decades  ago. 

If  ever  a  business  needed  less  expar 
sio'n  and  more  tightening  up,  if  evt 
an  executive  needed  to  spend  mor 
time  on  the  retail  floor  and  less  tim 
glad-handing  politicians,  this  is  it  an 
Johnson  is  the  man.  "I  don't  thin 
they  have  a  clear  vision  of  where  the 
want  to  take  the  company,"  says  Moi 
gan  Keegan  &  Co.  retailing  analy: 
Tammira  Kuntz.  That  is  putting 
mildly.  ■ 
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Drive  home  in 


a  new  Ninety  Eight 


These  days,  the  least  expensive  Lincoln  Town  Car  can  run  you  almost  $36,000.  That's  why  it's  nice  to  know  you 
in  get  a  Ninety  Eight  Special  Edition  for  nearly  $11,000  less**  The  Ninety  Eight  has  power  everything.  Dual  air  bags, 
tti-lock  brakes.  And  unlike  the  Town  Car,  comes  with  leather  seating  areas,  standard.  So  you  can  pay  thousands 
ore  for  a  Town  Car.  Or,  drive  away  in  a  luxurious  Ninety  Eight,  and  keep  the  change.  It's  your  choice. 

Demand  Better  Ninety  Eight  by  Oldsmobile  i. 


SR.P  tax  and  license  extra  '"M. S.R.I'  comparison.  Level  of  equipment  varies.  Always  wear  safety  belts,  even  with  air  bags.  ©7994  CM  Corp  All  rights  reserved  Buckle  I'p.America! 


Unwilling  to  develop  the  next  generation  of  big  jet 
engines  alone,  United  Technologies'  Pratt  &  Whitney 
may  hand  the  business  to  GE  and  Rolls-Royce. 

Desperately 
seeking  partners 


By  Howard  Banks 

United  Technologies  Corp.  owns 
earthbound  businesses,  like  air  condi- 
tioner maker  Carrier  and  elevator 
maker  Otis,  that  have  been  coining 
money.  As  a  result,  utc's  third-quar- 
ter net  of  $157  million  ($1.08  a  share) 
was  up  15%  from  the  same  period  in 
1992,  well  ahead  of  expectations. 

But  utc's  Pratt  &  Whitney  jet  en- 
gine-producing division  presents  its 
parent  with  a  problem:  what  to  do 
about  the  huge  capital  spending  that 
will  be  necessary  to  make  P&w  a  viable 
supplier  of  big  jet  engines  by  the  end 
of  the  decade. 

Pratt  is  UTC's  largest  business,  ac- 
counting for  31%  of  $22  billion  group 
sales  in  1992.  Its  third-quarter  results 
weren't  bad,  thanks  to  higher  sales  of 
spare  parts  and  cost-cutting.  But  ac- 
cording to  Nicholas  P.  Heymann  of 
NatWest  Securities,  Pratt's  payroll 
cuts  in  the  coming  year  will  cost  UTC  a 
$350  million  to  $400  million  charge, 
for  severance  alone.  And  the  savings 
that  came  from  reduced  spending  on 
research  and  engine  development  will 
soon  have  to  be  reversed — at  great 
cost — if  Pratt  wants  to  stay  competi- 
tive in  the  new  class  of  superthrust 
engines  for  new  aircraft  designs  such 
as  Boeing's  777. 

These  higher  costs  come  at  a  hard 
time  for  Pratt,  which  has  been  losing 
market  share  to  General  Electric  and 
Rolls-Royce  (see  chart).  In  particular, 
Pratt  has  lost  its  lucrative  monopoly 
on  smaller,  short-haul  jets  like  the 
Boeing  737  as  its  JT8D  engine  phases 
out;  ge's  partnership  with  Snecma  of 
France  has  taken  over  most  of  this 
business.  Pratt  is  also  less  well  placed 
than  GE  or  Rolls-Royce  (in  partner- 
ship with  Westinghou.se)  in  the  profit- 


Nosedive 

Percentage  of  high-bypass  engines  sold 


'84  '85  '86  '87  '88  '89  '90  '91  '92  '93* 

'First  nine  months  at  annual  rate. 
Not  shown:  International  Aero  Engine  Consortium  of 
Pratt  &  Whitney,  Rolls-Royce.  MTU,  Fiat  and  Japanese 
Aero  Engines;  Avco  Lycoming. 


GE's  average  market  share,  27%  before 
1983,  rose  to  44%  in  the  decade  to  1993; 
Rolls-Royce's  12%  share  was  unchanged, 
but  Pratt's  share  fell  from  61%  to  38%. 


able  market  for  industrial  jet  engines. 

Pratt  now  faces  a  set  of  crucial 
decisions  on  its  largest,  most  powerful 
engine,  the  PW4084.  The  engine  has 
been  ordered  by  United  Airlines  and 
Japan's  All  Nippon  Airways  for  the 
first  version  of  the  Boeing  777.  First 
deliveries  are  due  in  June  1995. 

The  problem  for  Pratt — and  a  con- 
cern for  Boeing — is  whether  the  basic 
design  of  the  PW4084  engine  can  be 
stretched  to  power  already  envi- 
sioned, much-longer-range  versions 
of  the  777.  The  earliest  version  of  the 
777  will  carry  a  total  of  440  passen- 
gers up  to  5,000  miles.  But  soon  after 


2000  (just  six  years  away),  Boeing  i 
planning  a  777  that  will  have  a  rang 
of  well  over  8,000  miles.  This  versio: 
will  require  engines  of  aroun 
100,000  pounds  of  thrust.  The  earl 
PW4084s  will  have  84,000  pounds  c 
thrust. 

Aviation  engineers,  includin 
Boeing's,  accept  that  both  ge's  en 
gine  (the  GE90)  and  Rolls-Royce 
(the  Trent  900)  will  be  capable  fj 
producing  the  higher  thrust  levels  b 
the  end  of  the  decade.  Many  in  th 
industry  believe,  however,  that  th 
4084  could  require  a  major  redesig 
to  reach  this  thrust  level. 

Boeing's  concern:  At  best,  such 
redesign  would  mean  that  the  earlic 
Pratt-powered  777s  would  lose  com 
monality  with  later  ones,  increasin 
their  maintenance  costs.  At  worst,  th 
earlier  Pratt-777s  might  lose  resal 
value,  and  maybe  cause  an  upset  air 
line  to  switch  to  Airbuses  instead. 

utc's  problem  is  this:  Redesignin 
the  4084  could  cost  $500  millior 
maybe  more.  This  R&n  burden  wi 
coincide  with  another  major  ne\ 
Pratt  program,  an  all-new  engine  ini 
tially  intended  for  the  Airbus  A34C 
This  engine  is  called  the  Advance 
Ducted  Prop,  and  resembles  a  ver 
large  diameter  propeller  running  in 
side  a  cowling.  It  could  cost  $2  billio 
or  more  to  develop. 

Unwilling  to  put  up  these  hug 
sums  by  itself,  UTC  has  turned  Pral 
into  a  separate  subsidiary.  This  wi 
facilitate  creating  a  major  partnershi 
deal  for  Pratt,  to  share  the  risk.  Bu 
who  would  go  into  this  business?  Th 
Japanese?  They  are  keen  to  get  int 
aerospace,  but  they  have  been  burnei 
in  engines  before.  Their  partnershi 
with  Pratt  and  others,  in  InternatioiK 
Aero  Engines,  has  resulted  in  a  measl 
3%  market  share. 

The  Taiwanese?  They've  shown  ex 
treme  caution  in  their  negotiation 
with  McDonnell  Douglas  and  Britis 
Aerospace.  And  Daimler-Benz 
which  owns  Deutsche  Aerospace,  ha; 
failed  to  take  up  a  partnership  involv 
ing  an  equity  swap,  on  the  table  sine 
1991.  There  is  no  truth  to  the  long 
running  rumor  that  Pratt  and  Rolls 
Royce  might  collaborate. 

If  UTC  can't  find  a  partner,  there's 
very  good  chance  Pratt  will  be  force< 
to  leave  the  market  for  the  largest  je 
engines  to  GE  and  Rolls.  ■ 
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(it's  getting  so  that  for  small  business,  lack  of  insurance 

coverage  can  be  a  means  of  limiting  litigation. 
■ 

The  drunk  driver 
and  the  detour 


py  David  Frum 

ATE  ONE  NIGHT  in  the  summer  of 
985,  Howard  Ray  Clymer  and  two 
f  his  friends  drank  some  cans  of  beer, 
iled  into  a  car  and  roared  down  the 
ountry  roads  of  Titus  County,  Tex. 

There  was  plenty  of  time  to  slow 
own  when  they  passed  a  series  of 
etour  signs,  but  they  took  a  curve — 
larked  for  a  45mph  maximum — at 
igh  speed. 

In  the  ensuing  crash,  Clymer  suf- 
red  multiple  injuries. 
Of  course,  he  sued. 
When  the  doctors  finally  got  around 
giving  him  an  alcohol  test  eight 
ours  later,  a  defendant  claims,  his 
ood  still  showed  a  0.09%  alcohol 
vel,  barely  below  Texas'  0.1%  legal 
mit.  The  defense  calculated  that  at  the 
me  of  the  accident,  his  alcohol  level 
as  probably  twice  as  high. 
Despite  the  shakiness  of  his  case, 
lymer  wanted  big  bucks,  but  there 
as  a  statutory  cap  limiting  the  state's 
bilitv  for  accidents  on  its  highways 
$250,000.  Obviously,  not  a  deep 
ough  pocket.  So  Clymer  and  his 
wyer,  Jim  D.  Lovett,  went  looking 
>r  other  pockets. 

It  wasn't  hard.  In  addition  to  suing 
le  state  department  of  highways, 
lymer  sued  the  road's  contractor, 
e  utility  company  that  owned  the 
Ijoining  property — and  the  engi- 
ering  firm  that  designed  the  de- 
>ur,  Bridgefarmer  &  Associates 
Dallas. 

Five  years  later,  without  ever  get- 
lg  to  a  trial,  the  defendants  caved  in. 
hey  settled  for  about  $35,000  each. 
ridgefarmer's  legal  fees  amounted 
)  some  $200,000 — pretty  brutal  for 
'hat  was  then  a  15-person  firm  with 
venues  of  only  about  $2  million  a 
:ar,  and  that's  not  counting  the  val- 


ue of  the  firm's  lost  time. 

We  hear  a  lot  about  frivolous  law- 
suits against  doctors,  but  engineers  as 
a  class  may  be  the  profession  that 
suffers  the  most  from  abusive  litiga- 
tion. Every  year  an  engineers'  organi- 
zation, the  American  Consulting  En- 
gineers Council,  surveys  its  member- 
ship about  their  experiences  with  the 
litigation  system. 

Right  now  the  organization's 
1,000-plus  members  who  responded 
to  the  survey  have  792  claims  pending 
against  them.  Even  allowing  for  mul- 
tiple claims  against  a  single  firm,  that's 
a  hefty  percentage.  So  far  this  year, 
responding  member  firms  and  their 
insurers  have  paid  out  more  than  $35 
million  in  damages — up  from  $32 
million  in  1992.  These  are  substantial 
sums  when  you  consider  that  about 
80%  of  the  firms  employ  fewer  than  30 
people. 

How  many  of  the  lawsuits  brought 
against  engineering  firms  are  void  of 
merit?  An  awful  lot.  About  35%  of  the 
cases  are  dismissed  without  the  plain- 
tiffs winning  a  dime.  But  winning 
these  cases  can  be  nearly  as  expensive 


as  losing:  Responding  firms  spend  an 
average  of  $16,000  in  legal  fees  per 
lawsuit. 

So,  chalk  up  one  more  business, 
where  the  plaintiff's  bar  exercises  its 
informal  taxing  powers.  The  liability 
costs  add  up  in  other  ways,  too.  This 
year  responding  firms  are  paying  out 
some  3.4%  of  their  gross  billings  in 
liability  insurance  premiums,  up 
slightly  from  1992 — a  substantial  per- 
centage in  a  service  business  where 
profit  margins  average  about  7%. 

Firms  that  design  and  implement 
hazardous  waste  cleanup  solutions 
and  other  environmental  projects 
are  becoming  a  particular  target  of 
litigation:  These  engineers  are  the 
second-most  susceptible  to  lawsuits 
in  the  profession,  after  the  civil 
engineers  who  design  roads  and 
bridges. 

Paradoxically,  going  without  insur- 
ance can  be  a  useful  defense  against 
these  predators.  If  it's  known  that 
your  firm  has  only  shallow  pockets, 
that  can  help  repel  lawyers.  Bridgefar- 
mer's  president,  Glen  Brown,  illus- 
trates the  point  by  telling  of  being 
sued  by  another  drunk  driver  in  1988. 

The  driver,  a  woman,  was  driving 
on  a  Bridgefarmer-designed  detour 
when  she  imagined  she  saw  two  cars 
side  by  side  and  heading  toward  her. 
She  swerved  off  the  road  and  crashed 
into  a  concrete  barrier. 

In  fact,  there  had  been  only  one  car, 
and  it  was  properly  in  its  lane.  The 
booze  had  so  blurred  her  vision  that 
she  saw  double.  But  because  Bridge- 
farmer  was  known  to  be  uninsured  by 
an  insurance  company — Brown 
dropped  the  coverage  in  1986 — the 
case  was  settled  for  $5,000. 

All  diis  carries  an  important  moral  for 
tort  reformers.  Much  energy  has  gone 
into  fighting  for  caps  on  the  maximum 
amount  of  punitive  damages  and  dam- 
ages for  pain  and  suffering.  That's  im- 
portant, but  the  real  threat  to  the  small- 
er firms  on  which  the  economy's  vitality 
depends  is  the  endless  series  of  ridicu- 
lous little  claims. 

To  get  rid  of  these,  reformers  of 
state  law  must  do  more  than  control 
the  size  of  awards:  They  will  have  to 
change  the  law  of  accidents  by,  for 
instance,  making  it  harder  for  plain- 
tiffs who  are  themselves  at  fault  to 
collect.  That  would  be  a  good  place  to 
start.  m 
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Ted  Turner  had  such  a  good  idea  when  CNN  began 
broadcasting  its  news  programming  around  the  world 
that  nearly  every  major  British  and  American  media 
company  now  slavers  for  a  piece  of  the  action. 

All-news  orgy, 
anyone? 


By  Peter  Fuhrman 

IT'S  BEEN  13  years  since  the  birth  of 
Ted  Turner's  Cable  News  Network, 
and  4  years  since  CNN  began  transmit- 
ting its  signal  by  satellite  to  all  parts  of 
the  globe.  During  this  time,  Turner 
has  had  the  world's  all-news  program 
ming  format  pretty  much  to  himself. 

No  longer.  Ten  of  the  media  indus- 
try's heaviest  hitters  are  rushing  to 
launch  their  own  satellite 
news  programs,  in  direct 
competition  with  CNN. 
The  list  includes  Wall 
Street  Journal  publisher 
Dow  Jones  &  Co.;  cable 
giant  Tele-Communica- 
tions, Inc.;  the  three  U.S. 
broadcast  television  net- 
works; and  four  British 
fi r m s — i n fo r m a ti o n  giant 
Reuters  Holdings  Pic, 
Financial  Times  publish- 
er Pearson  Pic,  Rupert 
Murdoch's  Sky  Televr"- * 
sion,  and  the  venerable 
British  Broadcasting^ 
Corp.  Bottom  of  the  list 
are  Euronews,  an  unpop- 
ular all-news  channe 
nourished  by  European 
Community  subsidies, 
and  a  proposed  French- 
language  sendee  backed 
with  cash  from  the 
French  government. 

In  the  global  all-news 
programming  game  (see 
chart,  p.  58),  the  players 
are  coupling  and  uncou- 
pling like  orgy-goers.  For 
example,  the  BBC,  having 
fallen  out  with  its  old 


partner  NBC,  has  now  agreed  to  col- 
laborate w  ith  ABC — which  through  its 
Worldwide  Television  News  subsid- 
iary also  provides  CNN  with  news 
footage. 

NBC,  meanwhile,  spent  $60  million 
last  month  to  buy  control  of  Super 
Channel,  a  pan-European  satellite 
broadcaster  that  will  now  broadcast 


NB<  news  programs  and  business  pro 
grams  from  Pearson,  which  recentl' 
severed  its  links  with  cnn.  NBC,  Reu 
ters  and  Pearson  are  discussing  a  part 
nership  to  produce  business  new 
programming  to  be  delivered  via  sat 
ellite  to  Asian  households.  The  Bffl 
and  Reuters  want  to  do  all  news  pro 
gramming  together  in  Latin  America 
Rupert  Murdoch,  who  this  sum 
mer  paid  $525  million  for  63.6%  d 
Star  TV,  Asia's  leading  satellite  system 
is  pushing  ahead  with  plans  for 
global  satellite  news  service  tha 
would  unite  his  Fox  TV  network  in  th 
U.S.  with  his  Sky  Television  in  Brit 
ain.  Sky,  which  broadcasts  24-hour-^ 
day  news  in  Europe,  is  already  pairci 
with  CBS  News,  and  has  links  as  w  ell  ti 
Pearson.  The  new  worldwide  Muij 
doch  satellite  news  service  would  b| 
broadcast  on  Star  in  Asia,  where  j 
would  compete  directly  with  Muij 
doch's  own  partner  for  news  broad 
casts  in  Asia,  the  BBC's  World  Servic 
Television. 

Also  in  Asia,  John  Malone's  Tela 
Communications,  Inc.  has  juj 
launched  a  satellite  bus 
ness  news  channel  in  pan 
nership  with  Dow  Jone 
TCI,  of  course,  owns  22! 
of  Turner  Broadcastini 
System,  which  owns  CNljl 
There  are  two  reasoij 
for  all  this  frenetic  activ 
ty.  There  has  been  a  hug 
increase  in  cable  and  sa 
ellite  television  capacil 
in  Asia  and  Europe.  Th 
has  created  demand  fc 
lots  of  new  prografl 
ming.  Existing  news  pr<j 
ducers  are  determine 
not  to  be  left  behind 
international  satelli' 
news  grows  as  quickly 
CNN  did  in  the  U.S.  Tf 
producers  also  see  |l 
new  markets  as  a  way  i 
spread  their  high  costs. 

Logical  question:  Gi 
en  so  much  competition 
is  there  much  money  I 
be  made  in  global  ne\ 
broadcasting?  That  r 
mains  to  be  seen. 

"I'm  not  at  all  su 
where  all  the  profits 
sustain  all  these  ventur 
will  come  from,"  sa 
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Cupreftt- analyses  of  the  Marketplace  strongly  suggest  that 
electronic  instruments  will  grab  an  ever  increasing  share  of  the  Market 
for  misical  instruMents,  lo  stay  conpeti tiv.e  in  the  next  decade,  Encore 
Must.pursue  this  growing  business.  Executive  ManageMent  is  coMMitted  to 
Making  a  sizable  investment  in  research  and  developMent  over  the  next 
two  years  to  Make  this  possible.  To  this  end,  Encore  will  for*  an 
Electronic  Instruments  division  headed  by  vice  President  Don  Hall,  The 
existing  organization  will  be  renaMed  the  Acoustics  division  to  be 
headed  by  Vice  President  Greg  Perlot, 

Hon  do  tie  set  tliere? 

While  our  entry  into  the  electronic  instrument  business  Means  the 
coMpany  will,  need  to  recruit  outside  personnel,  executive  Management  is 
most,  interested  in  Moving  a  core  group  of  current  product  Managers  to 


In  1981,  Microsoft  created  the  MS-DOS  operating  system, 
or  the  first  time,  it  became  possible  for  you  to  work  on  a  personal  computer. 
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Encore  Musical  Instruments 

Division  Revenue  by  Region  (in  thousands) 
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Asia 


31.850. 


 i  Australia  

I  {Europe   

North  America 
South  America 
I  B  Acoustics  Total 
Electronics  Division 
Asia 


25.075 
10  575' 
^8  5J5 
24600' 


24  620 
16  225 
36  520' 
41  380 
22,355' 


20  1  55 
33  450' 
42.415 
19  760* 


39  715 

30  845 
50  1  55 
57  780 

31  685' 


A  Europe 


Australia 


i 


T_  Electronics  Total 


North  America 
■South  America 


31.675 
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40.250' 
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27  155 
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44  755 
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99.300 
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In  1990,  Microsoft  Windows  3.0  gave  your 
computer  a  friendly  personality  that  made  it  easier  to  use. 


! 
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THE  LAST 
FEW  YEARS 
HAVE  BEEN 
LEADING  UP  TO 
SOMETHING. 


Now  in  1993,  Microsoft  introduces 
a  whole  new  way  to  work  with  your  computer. 


INTRODUCING  THE  f 
NOW  ALL  YOUR  PROGRAM 


Want  a  word  processor 
that's  dramatically 
easier  to  use?  Consider 
new  Word  6.0.  It  under- 
stands how  you  work, 
so  it  does  things  like 
fix  typos  instantly.  And 
formats  your  docu- 
ments automatically. 


May  we  present  the 
world's  first  intelligent 
spreadsheet,  new 
Microsoft  Excel  5.0. 
It  performs  your  rou- 
tine tasks  for  you  so 
you  can  focus  on  your 
data.  To  change  a  chart 
just  drag  and  drop  the 
new  data  into  place. 


The  Microsoft  Access' 
database  is  the  most 
flexible  and  powerful 
way  to  work  with  infor- 
mation. Want  to  know 
which  clients  placed 
an  order  today?  The 
answer  is  a  point  and 
click  away. 


instantly  turn  any  in 
formation  into  effec- 
tive presentations 
using  new  PowerPoint 
4.0.  Helpful  wizards 
guide  you  through  the 
steps  to  get  the 
results  you  want. 


'  MICROSOFT  OFFICE. 
/ORK  TOGETHER  LIKE  ONE. 


Window  Help 
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E  The  Microsoft  Office  Manager  PI 
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CT  MANAGERS 


|  belief  that  Encore's  future  lies  with  the 
gement  is  particularly  interested  in 
jnents  and  professional  studio  products 
In  Europe  and  North  America. 
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Region  (in  thousands) 
1985  1990 

1995  Proj. 

terica 

$129,200 
$150,500 

$160,700 
$190. 100 

$222,800 
$223,600 
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$279,700 

$350,800 

$446,400 
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$100,600 

$133, 100 
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$233,700 

$359,200 

$523,600 
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lenca 

$89,900 
$112,300 

$153,900 
$190,700 

$193,300 
$305,700 

otal 

$202,200 

$344,600 

$499,000 

In  the  history  of  computing,  this 
is  the  next  milestone  -  programs  that 
don't  just  coexist,  but  thrive  together. 

Individually,  they're  the  world's 
most  popular  programs.  Collectively, 
they're  the  new  Microsoft  Office? 

At  the  core  of  the  Microsoft  Office 
is  OfficeLinks.  For  the  first  time,  you 
can  use  tools  from  other  programs 
without  leaving  the  document  you're 


.    With  Microsoft  Office 
Manager  (MOM)  you 
5;  can  switch  between 
programs  in  the  blink 
of  an  eye.  Now  com- 
bining words,  num- 
bers and  graphics  is 
downright  natural. 


in.  To  share  information  between  pro- 
grams, simply  drag  and  drop  it. 

And  our  IntelliSense"  technology 
recognizes  what  you  want  to  do  and 
helps  you  do  it.  So  everyday  tasks  are 
automatic  and  complex  tasks  are  easy. 

Visit  your  reseller  today  or  call 
(800)  426-9400,  Department  KX5,  to 
find  one  near  you.  And  discover  a 
whole  new  way  to  work. 


Microsoft  Office 


'Microsoft  Excel,  Word,  the  PowerPoint  presentation  graphics  program  and 
Microsoft  Access  are  all  part  of  the  Microsoft  Office  family  of  programs. 
Microsoft  Office-  Professional,  shown  here,  includes  these  programs,  plus  a 
workstation  license  for  Microsoft  Mail  (server  and  software  acquired  separately). 
In  the  SO  United  States,  call  (800)  426  9400.  Dept.  IOCS.  In  Canada,  call  (800) 
563-9048;  outside  the  U.S.  and  Canada,  call  vour  local  Microsoft  subsidiary 
or  (206)  916-8661.  ©  199.1  Microsoft  Corporation.  All  rights  reserved.  Microsoft, 
Microsoft  Access,  MS-DOS  and  PowerPoint  are  registered  trademarks  and 
IntelliSense  and  Windows  are  trademarks  of  Microsoft  Corporation. 


World  news 


Come  fly  with  me 


HI'  Providing  news  programming 
<  Proposed  joint  news  programming  £Bc 
j  Partnership 


4BC 


Coupling  and  uncoupling  furiously,  some  of  the  world's 
largest  media  companies  seek  to  challenge  CNN. 


Frank  Barlow,  chief  executive  of  Pear- 
son. With  no  credible  numbers  on 
today's  audience  sizes  and  demo- 
graphic characteristics,  advertisers  are 
not  exactly  falling  over  themselves  to 
buy  air  time.  At  pioneering  CNN,  reve- 
nues from  its  international  service  hit 
$70  million  last  year,  barely  15%  of 
CNN's  total  revenues  of  $536  million. 
And  a  huge  chunk  of  that  $70  million 
was  from  the  foreign  hotels  that  pay  to 
have  CNN  supplied  to  their  rooms. 
Murdoch's  Sky  news  channel  pro- 
vides its  service  to  European  hotels  for 
free,  leading  some  to  dump  CNN. 

CNN  has  other  international  prob- 
lems. In  the  U.S.,  cnn  gets  25  cents  a 
month  from  each  of  the  60  million 
households  that  receive  its  signal.  But 
most  of  the  70  million  homes  outside 
the  U.S.  that  receive  CNN  pay  noth- 
ing. Indeed  in  some  markets,  most 


notably  Germany,  CNN  must  pay  cable 
systems  to  carry  its  signal. 

The  BBC's  World  Service  Television 
lost  $3  million  last  year  on  revenues  of 
$22  million.  Rather  than  selling  ad- 
vertising itself,  World  Service  Televi- 
sion relies  on  its  local  partners  like 
Rupert  Murdoch's  Star  TV  in  Asia  to 
sell  the  ads  and  kick  back  a  percentage 
of  the  revenue.  The  BBC  is  busy  look- 
ing for  a  partner  to  perform  this  role  in 
the  U.S.  market  (see  box,  p.  60). 

Doubts  about  the  commercial  via- 
bility of  global  satellite  TV  news  chan- 
nels have  led  Reuters  to  put  most  of  its 
effort  into  wholesaling  satellite  news. 
Last  year  Reuters  took  full  control  of 
Visnews,  which  it  long  owned  in  part- 
nership with  nbc  and  the  BBC.  Re- 
cently renamed  Reuters  Television, 
it  is  basically  a  syndication  service  like 
the  old  UPl,  AP  and  Reuters  newswires, 


but  provides  international  news  foot- 
age to  hundreds  of  broadcasters 
around  the  world.  The  Capital  Cit- 
ies/ABC subsidiary,  Worldwide  Tele- 
vision News,  competes  directly 
against  Reuters  Television. 

Reuters'  great  ambition,  according 
to  Reuters  Television  boss  Enrique 
Jara,  is  to  use  its  satellite  television 
capabilities  to  provide  TV  news  reports 
direct  to  the  212,000  Reuters  termi- 
nals in  banks  and  trading  rooms.  It  is, 
however,  far  from  clear  whether  trad- 
ers will  pay  for  such  a  service.  A  typical 
news  report  announcing  that  the  Fed^ 
eral  Reserve,  say,  has  cut  its  discounl 
rate  will  take  90  seconds  to  digest.  J\ 
trader  can  get  the  same  information^ 
by  reading  a  news  flash  in  2  seconds] 
and  make  her  trade. 

CNN,  for  its  part,  is  convinced  it  seeJ 
a  big  breakthrough  ahead  in  landing 
advertisers  for  its  main  international 
news  service.  CNN  hopes  that  digital 
compression  technology  will  in  a  few) 
years  allow  it  to  beam  separate  lan] 
guage  audio  to  match  a  common 
picture  in  different  national  markets. 

So  far  in  Asia,  the  BBC's  World 
Television  Service  is  commanding  thq 
largest  audiences  and  ad  revenuesl 
Now  the  BBC  is  targeting  one  part  o| 
the  globe  where  CNN  has  always  beeij 
exceptionally  strong:  the  Arab  world| 
Using  money  from  Orbit  Communi 
cations,  a  Saudi  company,  the  BBO 
plans  to  start  up  an  Arab-languag^ 
television  news  service  next  year.  Bui 
there's  commercial  war  on  this  front! 
Looking,  it  seems,  for  any  excuse  t( 
break  Star  TV's  ten-year  distribution] 
deal  with  the  BBC  and  introduce  hi 
own  Sky  news  channel  in  Asia,  Ruperl 
Murdoch  has  threatened  to  pull  th< 
World  Service  Television  off  Star  TV  iij 
Asia  if  the  BBC  goes  ahead  with  th« 
Arab  news  service.  The  BBC  has  rel 
sponded  by  taking  Murdoch's  New 
Corp.  to  court  in  Britain. 

No  media  orgy  would  be  complex 
without  an  official  anti-American  par 
ticipant.  Yet  another  new  all-new; 
channel  called  Euronews  gets  backing 
from  the  European  Community  tfl 
fight  what  it  sees  as  pernicious  Ameri 
can  cultural  influence.  Euronew 
broadcasts  low-quality  news  fronl 
state -owned  European  broadcaster 
in  five  languages  to  around  45  million 
households  in  Europe  and  Africa.  Ill 
addition,  the  French  government  i| 
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you  have  something  of  great  value,  you  insure  it.  Send  an  important  package  UPS  Next 
Air*  and  you're  doing  the  same  thing.  Only  UPS  offers  guaranteed  tracking  and  guaranteed 
i  a.m.  delivery  for  up  to  35%  less  than  other  companies  charge*.  That  way  you're  insuring 

>mething  else  of  great  value.  Your  career  The  package  delivery  company  more  companies  count  on! 


ups 


For  prompt  pick  up  of  your  urgent  package  call  1-800-PICK-UPS. 


Expand 
your 
investment 

kori^ons. 


Cumulative  total  returns  from 

May  31, 1991,  to  September  30, 1993' 


Twentieth  Century 
International  Equity 

Benefit  from  worldwide  opportunities  with  the  Twentieth 
Century  International  Equity  fund.  This  fund  has  earned 
strong  returns  so  far  by  trying  to  stay  fully  invested  in  companies 
around  the  world  that  are  growing  at  accelerating  rates.  The 

figures  in  the  box  compare 
the  fund's  return  since  its 
first  month  of  operation  to 
the  performance  of  the  EAFE 
Index,  an  index  of  unmanaged 
international  stocks.  Call  or  write  for  your  free  information  kit 
about  this  no-load  international  stock  fund.  The  kit  contains  a 
prospectus  with  more  complete  information,  including  charges 
and  expenses.  Please  read  the  prospectus  carefully 
before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

RO.  Box  419200,  Kansas  City,  MO  64141-6200 


Twentieth  Century 
International  Equity 

EAFE  Index  


36.53% 
1 8.06% 


©  1993  Twentieth  Century  Services,  Inc 
FBS/WPKTWIKT 


Investments  That  Work" 


Open  Your  IRA  to  the  World! 


*  17.59%  and  14.81%are  Twentieth  Century  International  Equity's  1-year  and  since  inception  (5/9/91 )  aver- 
age annual  total  returns  as  of  September  30, 1993.  ■  Data  quoted  represents  past  performance.  Investment  return  and 
principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  ■  The  Morgan  Stanley 
Europe,  Australia,  Far  East  (EAFE)  Index  is  a  widely  followed  group  of  stocks  from  18  different  countries. 


World  news 

backing  a  separate  plan  for  an  exclu 
sively  French-language  service.  Bu 
no  one  seems  to  be  watching  Euro 
news,  and  it's  unlikely  an  all-French 
all -news  channel  will  do  any  better. 

When  passions  cool  a  few  year 
hence,  a  few  of  these  players  wi 
emerge  as  winners  in  global  all -new 
programming.  But  there  will  also  b 
several  bodies  left  behind.  ■ 


News  you  can  choose 

Is  CNN  about  to  face  a  ma- 
jor all -news  competitor  in 
the  U.S?  The  BBC  appears 
close  to  finding  a  U.S.  part 
ner  to  sell  advertising  for 
its  World  Service  Television 
and  distribute  the  pro- 
gramming to  U.S.  cable  or 
satellite  operators. 

The  BBC  already  has  the 
necessary  satellite  tran- 
sponders to  cover  all  of 
North  America.  The  tough 
part  has  been  finding  a  ca- 
ble system  that  would  agree 
to  carry  World  Service 
Television.  Three  of  the 
largest  cable  operators — 
Tele-Communications, 
Inc.,  Comcast  Corp.  and 
Time  Warner — are  part- 
owners  of  CNN's  parent, 
Turner  Broadcasting  Sys- 
tem; these  three  compa- 
nies currently  supply  over 
20  million  of  the  coun- 
try's cable  subscribers.  But 
as  cable  capacity  expands 
and  new  satellite  broadcast 
systems  like  GM  Hughes' 
"DirecTv"  grow,  "it 
should  be  much  easier  for 
us  to  find  a  slot,"  says 
World  Service  Televi- 
sion's Christopher  Irwin. 

CNN  faces  homegrown 
competition,  too.  Many  lo 
cal  cable  station  operators 
are  developing  24- hour 
news  channels,  akin  to  all- 
news  radio  stations.  This 
should  finally  provide 
what  abc,  cbs  and  nbc  hav 
been  seeking  for  20  years: 
new  paying  outlets  for  the 
news  reporting.   -P.F.  ■ 
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Some  People  Might  Be  In  the  Dark  About 
What  US,  Bank  Offers  THe  Most  Complete  Range 
Of  Processing  And  Operating  Service 


We'll  Shed  A  Little  Light  On  THe  Matter. 


The  Bank  of  New  York  offers  a 
Dre  complete  range  of  processing 
d  operating  services  than  any 
ner  bank.  Thanks  to  our  proven 
mmitment  to  these  businesses 
d  vast  technological  resources, 
3re's  virtually  no  need  we  can't 
ill. 

The  fact  is,  we  are  the  world's 
Depositary  Receipt  bank, 


ministering  over  one  half  of  the 
rld's  sponsored  ADR  and  GDR 
u  >grams. 

We're  also  the  world's  #1 
ci  vernment  Securities  Clearing 


nk.  As  such,  we  clear  over  $400 
on  each  day— that's  more  than 
%  of  all  clearing. 

What's  more.  The  Bank  of  New 
k  is  a  world  leader  in  Custody, 

ekeepmg  more  than  $1  trillion 

:  issets.  We  are  also  a  leader 

Securities  Lending,  offer- 


range  of  securities  lending  services. 

We  are  also  Corporate  Trustee 
for  over  half  of  the  nation's  50 
largest  companies.  As  Stock  Transfer 
agent,  we  serve  over  6  million 
shareholders  around  the  world. 

Furthermore,  The  Bank  of  New 
York  is  one  of  America's  top  Cash 
Management  banks.  We  process 
over  $150  billion  in  funds 
transfer  transactions  around 
the  world  every  day,  ser- 
vice customers  in 
more  than  70  coun- 
tries and  have 
active 


relationships  with  over  2,000  corre- 
spondent banks  worldwide. 

For  more  information,  please 
call  Joseph  Velli  at  (212)  815-2009 
regarding  our  Securities  Processing 
services  or  Donald  Monks  at 
(212)  815-3900  regarding  our 
Corporate  Cash  Management 
services. 


eats 


the  most  complete 


THE 
BANKOF 
NEW 
YORK 


World  Leader  In  Processing  And  Operating  Services. 


©1 993  The  Bank  of  New  York   An  Equal  Opportunity  Lender 


Amtrak's  cross-country  trains  are  a 

romantic  reminder  of  a  great  past 

but  a  growing  burden  on  the  federal  taxpayer. 

End  of  the  line 


By  James  R.  Norman 

When  board  members  began  plan- 
ning for  the  long-awaited  retirement 
of  Amtrak  boss  W.  Graham  Claytor 
Jr.,  who  had  been  promising  to  leave 
this  year  at  age  81,  he  gave  them  a 
rude  surprise.  "I  retire  when  a  succes- 
sor is  named,"  he  now  says.  "Not 
before." 

Once  again,  Claytor  has  managed 
to  fend  off  the  inevitable.  Complains 
Wisconsin  Governor  Tommy 
Thompson,  an  Amtrak  director: 
"Graham  Claytor  has  got  to  go."  But 
Claytor  doesn't  want  to  go,  and  be- 
cause he  has  powerful  supporters  in 
Congress  like  Representative  John 
Dingell  (D-Mich.),  the  wily  southern 
lawyer  manages  to  hang  on.  Now, 
thanks  to  delays  in  getting  new  Am- 
trak directors  on  board,  it  could  be 
months  before  a  successor  is  named. 

Meanwhile,  Amtrak  is  bleeding 
badly.  After  shrinking  during  the 


mid-1980s,  Amtrak's  losses  are  rising 
again — totaling  an  estimated  $731 
million  in  fiscal  1993  (ended  Sept. 
30)  on  a  $2  billion  budget.  That  has 
cost  taxpayers  about  $13  billion  since 
1971.  Claytor  came  aboard  in  1982 
and  prodded  Amtrak  to  improve  ser- 
vice and  marketing.  Despite  hefty  fare 
hikes,  Amtrak's  ridership  climbed  to 
6.1  billion  passenger  miles  in  1992 
from  4.2  billion.  The  rising  revenues 
cut  Amtrak's  losses  from  $771  million 
in  1982  to  $650  million  in  1988 
before  they  started  rising  (see  chart). 

Claytor  blames  the  recession  for 
Amtrak's  woes,  but  the  troubles  go  far 
deeper.  Even  in  a  good  year,  1989,  it 
still  lost  $665  million.  With  losses  like 
that  Amtrak  can  hardly  privatize,  let 
alone  raise  the  fresh  capital  it  badly 
needs  to  upgrade  or  replace  its  ancient 
and  undermaintained  equipment. 

Amtrak's  fleet  of  2,000  cars  and 


about  400  engines  has  been  in  slow 
liquidation;  the  average  age  of  it< 
engines  has  crept  up  to  14  of  their  2C 
years  of  expected  life. 

To  cut  costs  when  passenger  rcve 
nues  slipped  3.5%  in  1992,  ClaytOl 
reduced  long-term  overhauls  of  Am- 
trak's engines  and  cars  and  laid  of 
250  of  its  1,200-person  Indian." 
maintenance  shop  force.  That? 
bound  to  shorten  engine  life. 

Claytor  may  have  hoped  that  thcsi 
cutbacks  would  prompt  Congress  tc 
cough  up  more  money.  It  didn't  hap 
pen.  Chides  an  Amtrak  director 
"The  equipment  is  old.  It's  a  prescrip 
tion  for  disaster."  Amtrak  cquipmeni 
wasn't  at  fault  in  the  spectacular  Sept 
22  wreck  of  the  Sunset  Limited  thai 
left  47  people  dead  in  an  Alabama 
bayou,  but  it  had  to  book  a  $1C 
million  reserve  to  cover  any  resulting! 
liability. 

A  private  company  facing  similai 
problems  would  scale  back  money- 
losing  operations.  Claytor  stubbornly 
insists  that  Amtrak  keep  all  of  iti 
25,000-mile  nationwide  network  o 
trains  operating.  Claytor  says  that's  t() 
avoid  what  could  be  hundreds  of  mil 
lions  of  dollars'  worth  of  laboi 
buyouts.  The  truth  is  that  keeping  a| 
those  routes  open  assures  Claytor  o 
support  in  Congress  by  maintaining 
45 -state  slice  of  pork  barrel. 

Amtrak's  biggest  losers  are  its  long 


On  the  wrong  track 

Amtrak's  losses  ($millions) 


600 

'85         '87         '89         '91  '93' 

"Preliminary  figure  for  fiscal  year  ended  Sept.  30. 


Amtrak  Chairman  W.  Graham  Claytor  Jr., 
who  doesn't  want  to  let  go  of  his  job 
Critics  say  what  Amtrak  needs  is  a  new 
strategy— and  new  top  management. 
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en  you  were  a  kid  you  made  yourself  a  promise. 


Maybe  this  is  the  year  you  mal 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's  'Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LT1  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 

Chevrolet  Corvette 


od  on  it 


Amtrak 


Amtrak's  sprawling  network 


Los 
Angeles 


-  Amtrak  train  routes 
-Connecting  services 


haul  routes,  such  as  Chicago  to  Seat- 
tle or  New  Orleans  to  Los  Angeles. 
These  22  routes  in  1992  lost  $22 
million  combined,  without  even 
counting  equipment  costs  and  some 
overhead.  These  losses  may  increase 
dramatically  after  1996,  when  Am- 
trak's contracts  expire  to  run  unlimit- 
ed trains  over  other  railroads  for  mini- 
mal fees.  The  freight  railroads,  which 
carry  Amtrak's  trains,  are  required  to 
maintain  track  for  passenger  train 
speeds  (up  to  79mph),  and  they  want 
to  be  better  compensated  for  this 
costly  extra  maintenance. 

In  a  time  of  austerity,  even  some 
members  of  the  Clinton  Administra- 
tion and  Congress  are  frustrated  with 
Amtrak's  lack  of  a  w  orkable  strategy. 
They  question  whether  taxpayers 
ought  to  be  subsidizing  cross-country 
trains  that  are  little  more  than  land- 
based  cruise  lines,  most  of  whose 
passengers  ride  the  trains  for  novelty 
and  pleasure  rather  than  transporta- 
tion necessity.  Do  pleasure  travelers 
really  deserve  public  subsidy? 

Two  years  ago  Claytor  proposed  to 
Congress  that  if  it  would  give  Amtrak 
just  1  cent  of  the  federal  gasoline  tax 
to  spend  on  modernization  and  more 
equipment — about  $1  billion  a 
year — Amtrak  could  "break  even"  by 
the  year  2000.  But  there  is  almost  no 
chance  that  Congress  would  do  that. 

A  huge  financial  drain  is  the  600 
rniles'of  track  Amtrak  owns  from  Bos- 
ton to  Washington,  D.C.  This  track  is 
heavily  used  by  commuter  lines  serv- 
ing the  metropolitan  areas  of,  for 
example,  New  York  and  Philadelphia. 
Already  heavily  subsidized,  these  lines 
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This  deep-in-the- 
red,  45-state  net- 
work carries  lots 
of  political  clout. 


get  a  further  subsidy  in  the  form  of 
nominal  charges  by  Amtrak,  which 
are  set  by  law. 

Claytor  admits  Amtrak  is  a  financial 
basket  case.  Privatize  Amtrak?  Says 
Claytor:  "You  couldn't^w  it  away." 
So  why  does  he  cling  to  his  job,  itself 
the  culmination  of  a  long  and  distin- 
guished careeer,  including  stints  as 
Navy  Secretary  and  Deputy  Defense 
Secretary,  plus  ten  successful  years  as 
head  of  the  old  Southern  Railway? 

One  reason  for  his  reluctance  to 
leave  may  be  a  desire  to  keep  the  seat 
warm  for  Executive  Vice  President 
William  S.  Norman,  55,  a  14-year 
Amtrak  veteran.  But  the  Amtrak 
board  is  less  than  enthusiastic  about 
Norman.  He  is  too  closely  tied  to 
Claytor's  ambitious  plans  for  Amtrak. 

Last  year  Claytor  stymied  a  board 
move  to  bring  in  new  blood  by  delay- 
ing publication  of  the  job  specifica- 
tions until  just  before  the  1992  presi- 
dential election.  With  the  Clinton 
win,  four  board  seats  were  open,  and 
Claytor's  protector  John  Dingell 
threatened  congressional  action  if  the 
lame  duck  board  filled  the  seats  and 
picked  a  new  chairman.  So  the  search 
has  stalled. 

Whoever  takes  Claytor's  place  will 
almost  certainly  have  to  dump  Clay- 
tor's beloved  cross-country  trains. 
Protecting  them  has  cost  the  taxpayer 
dearly — and  Claytor,  too.  "The  great 
irony,"  says  Paul  Weyrich,  who  lost 
his  seat  on  the  board  when  Clinton 
was  elected,  "is  that  Graham  Claytor, 
the  man  who  saved  Amtrak,  may  go 
down  in  history  as  the  man  who  de- 
stroyed Amtrak."  Hf 


Hotels 

We  are  pleased  to 
announce  two  additions  to  our 
family  of  fine  hotels: 

New  Yorl? 

Milan 


Hotels 

united  states 

Austin 

Boston 

Chicago 

Chicago 
(Ritz-Carlton) 

Houston 

Los  Angeles 

New  York 
(The  rierrel 

Newport  Beach 

Philadelphia 

San  Francisco 

Seattle 

Washington,  D.C. 

CANADA 

Montreal 

Toronto 

Toronto 
(Inn  on  the  Park) 

Vancouver 

UNITED  KINGDOM 

London 
(Inn  on  the  Park) 

JAPAN 
Tokyo 

Resorts 

Bali 

Minaki,  Canada 

Nevis,  W.l. 

Dallas 
(Las  Colinas) 

Maui 
(Wailea) 

Santa  Barhara 
(The  Biltmore) 

For  reservations,  calJ  your  travel  counselor,  or  in  the  U.S. 
call:  (800)  332-3442;  in  Canada  call:  (800)268-6282. 


Four  Seasons 

Hotels*  Resorts 


At  Four  Seasons  Hotels,  we  know  that  brilliantly  shined  shoes  can  reflect  positively  on  those  who  wear 
them.  Thus,  our  valets  will  unfailingly  polish  your  Oxfords  and  pumps  to  mirror-like  perfection,  My 
make  small  repairs,  if  needed,  then  return  the  shoes  with  dispatch  to  their  rightful  destination.  ^ 
And  not  only  is  the  shoeshine  worthy  of  compliments,  hut  at  Four  Seasons  it's  always  »- 
complimentary.  Which  fits  comfortably  with  our  belief  that  in  these  value-conscious    lOUl"  bCdSUI  IS 
times,  the  demands  of  your  trip  should  demand  nothing  less  than  Four  Seasons  Hotels.     Hotels  *  ReSOltS 


Bernard  Baruch  said  he  got  rich  by  selling  too  soon. 
Ken  Langone  got  richer  still  by,  in  his  words, 
never  selling  at  all. 

The  man  who 
almost  walked  out 
on  Ross  Perot 


By  Graham  Button 

Stalking  the  aisles  of  a  cavernous 
Home  Depot,  Inc.  home  fix-up  store 
in  Tennessee,  58 -year-old  Kenneth 
Langone,  standing  6  feet  3  inches  tall 
and  weighing  200  pounds,  is  a  kinetic 
presence.  He  hails  customers  and  em- 
ployees he  has  never  met  before  as  if 
they  were  next  of  kin. 

"Can  you  believe  the  price  on  those 
roses?"  he  blurts  out  to  an  older 
couple  walking  by  with  a  dozen  long- 
stemmed  beauties.  Smiling  quizzical- 
ly, they  seem  unsure  whether  he's  a 
boisterous  employee  or  some  enrap- 
tured bargain-hunter  seeking  affirma- 
tion from  kindred  spirits. 

After  sharing  a  few  thoughts  about 
prices,  service  and  merchandise  selec- 
tion with  Langone,  the  couple  turns 
to  go.  "Anything  we  can  do  to  make 
the  store  better,'"  booms  Langone, 
"just  let  us  know." 

Before  the  two  went  on  their  way, 
Langone  had  introduced  himself  as  a 
Home  Depot  board  member.  But  it  is 
doubtful  they  realized  they  had  been 
accosted  by  the  man  who  made  the 
immensely  successful  Home  Depot 
possible.  Some  15  years  ago,  via  his 
small  New  York  investment  bank, 
Langone  raised  a  paltry  $2  million 
from  a  group  of  investors  to  launch 
the  do-it-yourself  retailer. 

Among  the  prospective  investors 
that  Langone  approached  was  an  old 
friend  from  an  earlier  deal— Ross 
Perot.  The  Texas  billionaire  was  of- 
fered a  70%  stake  for  $2  million,  but 
demurred  after  an  adviser  balked  at 


the  low  gross  margins  envisioned  in 
Home  Depot's  business  plan.  "I  was 
buried  in  one  of  my  causes,"  recalls 
Perot,  "and  this  guy  [the  adviser]  was 
tentative,  so  we  didn't  do  it." 

Oops.  Today  a  70%  stake  in  Home 
Depot  would  be  worth  over  $12  bil- 
lion. As  for  Langone,  his  original 
$100,000  investment  was  recently 
worth  around  $180  million. 

Home  Depot  is  Langone's  big- 
gest— but  by  no  means  his  only — 
home  run.  Other  companies  owing 
no  small  measure  of  their  success  to 
Langone  include  Perot's  Electronic 
Data  Systems  Corp.;  Unifi,  Inc.,  a  $2 
billion  (market  value)  textile  maker; 
and  Patlex  Corp.,  the  vehicle  that 
enabled  Gordon  Gould  to  win  his  just 
rewards  for  one  of  this  century's  great 
inventions:  the  laser. 

Langone  works  through  his  Park 
Avenue  brokerage  and  investment 
banking  firm,  Invemed  Associates, 
raising  money  for  his  corporate  clients 
and  finding  investments  for  money 
managers  like  Forstmann  &  Leff,  the 
Equitable  and  Fidelity  Investments. 

A  rapid  talker  with  a  raspy  New 
York  accent,  Langone  is  more  a  busi- 
nessman than  an  investment  banker. 
He  doesn't  think  just  in  terms  of 
launching  a  company,  seeing  it 
through  the  initial  tribulations  and 
then  cashing  in.  A  favorite  Langone 
saying  is:  "Bernard  Baruch  said,  T  got 
rich  by  selling  too  soon.'  I  got  rich  by 
never  selling."  Besides  Home  Depot, 
Langone  has  long  been  a  stockholder 


Ross  Perot 
(below)  and 
Kenneth  Langone 
If  he'd  invested 
with  Langone 
in  Home  Depot 
in  1978,  Perot 
might  now  be 
the  richest  man 
in  America. 


in  EDS,  Unifi  and  Eli  Lilly  &  Co. 

Despite  a  net  worth  easily  exceed 
ing  $275  million,  Langone  come 
across  as  almost  aggressively  unpre 
tentious.  "I'm  a  peddler,"  he  insist: 
"It  comes  naturally  to  me."  He 
quick  to  let  you  know  that  he  earn) 
from  humble  circumstances.  He  grc 
up  about  20  miles  east  of  Manhattar 
in  Roslyn  Heights,  N.Y.,  in  a  close 
knit  family  of  Italian  extraction.  Hi 
lather  was  a  plumber  whose  true 
doubled  as  the  family  pleasure  car;  h 
mother  worked  in  the  cafeteria  s 
Langone's  grammar  school. 

Langone  recalls  the  principal  tel 
ing  his  mother  on  the  night  of  his  hig 
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chool  graduation  in  1953:  "Angie, 
his  boy  is  not  college  material.  You 
nd  your  husband  are  wasting  your 
inoney  sending  him  to  college;  he'll 
i>e  out  by  Christmas.''' 

Langone's  parents  thought  other- 
vise.  They  took  out  a  mortgage  on 
he  family  home  and  sank  the  cash 
liito  Langone's  tuition  at  Bucknell 
[Jniversity.  Majoring  in  economics 
Ind  political  science,  Langone  gradu- 
jted  in  3V2  years. 

By  then  he  had  married  and  with 
|elp  from  his  father-in-law  landed  a 
tab  in  the  investment  department  of 
lie  Equitable  Life  Assurance  Society. 
In  1962,  after  an  Army  stint,  he  went 


into  institutional  sales  at  R.W.  Press- 
prich  &  Co.,  an  old-line  bond  house, 
for  $150  a  week. 

An  earlier  Wall  Street  would  have 
been  inhospitable  to  a  plumber's  son 
who  lacked  Ivy  League  credentials. 
But  The  Street  was  on  the  cusp  of  a 
new  era,  a  roughly  competitive  time 
when  brains  and  selling  ability  were 
becoming  more  important  than  fam- 
ily or  academic  credentials. 

Ross  Perot  was  very  much  part  of 
this  era.  With  his  Electronic  Data 
Systems  getting  rich  on  computer 
contracts  to  process  medical  claims, 
salivating  bankers  offered  to  take  EDS 
public  at  30  times  earnings,  then  at  50 


times,  then  70  times.  But  Perot 
wasn't  impressed  by  these  offers. 

Enter  Langone,  by  then  a  Press- 
prich  executive  vice  president  whose 
duties  included  some  corporate  fi- 
nance work.  Pressprich  had  never 
done  an  equity  underwriting  of  any 
consequence,  but  Langone  didn't 
lack  confidence.  He  wangled  an  ap- 
pointment, the  last  of  14  bankers  to 
visit  Perot.  Langone  was  told  he'd 
have  30  minutes  to  make  his  pitch. 

Perot  spent  nearly  the  full  30  min- 
utes pontificating  about  his  own  and 
his  company's  strengths  and  the  pro- 
posals he'd  received  from  other  bank- 
ers. What's  your  proposition?  he 
asked  Langone.  Langone  replied  that 
it  was  time  for  him  to  leave. 

Perot:  "What  do  you  mean?" 

Langone:  "Well,  I  was  told  I  had 
30  minutes,  and  you've  used  about 
291/2,  so  I'll  use  my  30  seconds  to  say 
good-bye,  and  maybe  we  can  meet 
again  sometime." 

Perot  demanded  to  know  what 
Langone  thought  of  his  spiel.  "That's 
a  lot  of  hogwash,"  Langone  replied. 
"You've  heard  all  the  trite  expressions 
of  Wall  Street.  All  that  it  boils  down 
to,  Ross,  is  a  bet  on  the  person  you're 
dealing  with.  Is  he  going  to  find 
buyers  for  your  stock  at  the  terms  and 
price  you  want?" 

Perot  and  the  brash  New  Yorker 
proceeded  to  spend  the  next  1 3  hours 
together.  In  the  course  of  the  tete-a- 
tete  they  discovered  that  they  shared 
the  same  wedding  anniversary.  Ex- 
pecting a  quick  trip,  Langone  had 
flown  to  Dallas  without  even  a  tooth- 
brush or  a  change  of  clothes.  He 
wound  up  checking  into  a  motel 
room  at  around  1  a.m. 

In  the  end  he  and  Pressprich  took 
EDS  public  at  $16.50  a  share,  118 
times  earnings.  Langone  was  reward- 
ed with  the  presidency  of  Pressprich. 

If  EDS  was  the  rocket  that  launched 
Langone's  career  into  the  big  time, 
Stirling  Homex  Corp.  was  the  bomb 
that  nearly  destroyed  it.  In  early  1969, 
after  reading  about  the  EDS  deal,  the 
owners  of  Stirling  Homex  contacted 
Langone.  They  told  him  how  they 
expected  to  transform  home  building 
by  mass-producing  houses  like  cars. 

They  say  good  salespeople  are  suck- 
ers for  other  good  salespeople.  Lan- 
gone bit. 

Stirling  Homex  turned  out  to  have 
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It  can  also 
save  employees. 


It  costs  more  to  replace  an  employee  than 
it  does  to  rehabilitate  one.  A  substance 
abuse  program  at  work  may  also  reduce 
accidents  and  insurance  premiums.  Best 
of  all,  it  can  help  you  keep  those  people 
you  wouldn't  give  up  for  anything.  If  you'd 
like  us  to  send  some  helpful  guidelines  for 
setting  up  a  substance  abuse  program  at 
your  company,  write:  Fighting  Substance 
Abuse  at  Work,  PO.  Box  303,  p^fl 
Hartford,  Connecticut  <)(>!  II.  ■■■■ 
Aetna.  A  policy  to  do  more.  BUHI 


©  1991  Aetna  Life  and  Casualty  Company 


Kenneth  Langone 


a  rotten  foundation:  The  brothers 
running  the  company  engineered  a 
fraudulent  scheme  to  inflate  income. 
In  the  wake  of  the  scandal,  Stirling's 
stock  collapsed,  and  the  brothers 
went  to  jail.  Langone  says  he  first 
realized  the  Stirling  brothers  weren't 
being  straight  with  him  when  he  flew 
over  a  huge  field  packed  with  unsold 
Stirling  Homex  inventory.  He  called 
his  clients,  advising  them  to  get  out. 
Only  after  making  the  calls  did  Lan- 
gone start  selling.  By  then  the  stock 
was  already  sinking  fast  and  Pressprich 


almost  went  under.  "You  might  say  I 
was  caught  up  in  my  own  hubris, 11 
says  Langone  of  the  debacle. 

What  mattered  was  that  Langone 
learned  from  his  mistake.  "I  didn't 
get  any  input  on  the  integrity  of  these 
people,"  says  Langone,  who  now  says 
he  puts  character  of  the  principals 
ahead  of  the  concept  and  the  numbers 
in  assessing  a  deal. 

"It  made  me  realize  how  important 
the  people  factor  is  in  investment 
analysis,"  says  Langone.  But  that's  a 
cliche.  What  sort  of  character  does 


Langone  look  for?  People  who  are 
strong  enough  that  setbacks  won't 
discourage  them  or  success  spoil 
them.  "I  always  want  to  be  around 
guys  who  are  real  people,"  says  Lan- 
gone. "The  thing  I  ask  myself  is,  'If 
this  guy  succeeds,  is  he  going  to 
change  or  is  he  going  to  stay  exactly 
the  same  way  he  is?'  " 

In  this  respect  Langone  cites  Wal- 
Mart  Stores'  Sam  Walton  as  an  ideal. 
"He  always  drove  his  pickup  truck  to 
his  stores,  always  talked  to  his  cus- 
tomers," says  Langone.  "Sam 
was  Sam." 

Nursing  his  wounds  from  Stirling 
Homex,  Langone  thought  long  and 
hard  before  getting  behind  G.  Allen 
Mebane,  an  ambitious  textile  entre- 
preneur from  North  Carolina. 

Yes,  Langone  finally  decided.  Me- 
bane was  his  kind  of  person.  At  the 
time,  Pressprich  was  the  principal  in- 
vestor in  a  moneylosing  maker  of 
pollution-monitoring  equipment, 
Automated  Environmental  Systems. 
"He  had  an  albatross  around  his 
neck,"  recalls  Mebane,  who  met  Lan- 
gone through  a  partner  at  Pressprich, 
"and  we  needed  some  assets." 

So  in  1971  Langone  merged  public- 
ly traded  AES  into  Mebane's  capital- 
starved  startup,  Universal  Dyeing  & 
Finishing,  then  sold  the  pollution  busi- 
ness. Based  in  Greensboro,  N.C.,  Uni- 
fi,  Inc.  was  born. 

In  its  fiscal  year  ended  in  June, 
Unifi  earned  $128  million  on  sales  of 
$1.3  billion.  Its  stock  has  risen  to  al 
recent  26  from  a  split-adjusted  44- 
cents  at  the  time  of  the  merger  in  May 
1971.  Langone  has  seen  his  invest j 
ment  in  Unifi  grow  to  nearly  $4  mil- 
lion from  under  $50,000. 

Asked  about  his  relationship  witri 
Langone  today,  Mebane  drawls:  "Wd 
have  god-awful  fights  and  then  w< 
kiss  and  make  up." 

Langone  can  be  tough — and  he 
doesn't  always  kiss  and  make  up.  Iij 
1969  he  raised  $5  million  for  Ivao 
Corp.,  a  La  Jolla,  Calif,  medical  elec 
tronics  firm.  Within  three  years  th( 
money  was  gone  and  so  was  Ivac' 
chairman — ousted  in  a  proxy  fight  lec 
by  Langone. 

Taking  over  as  chairman,  Langonj 
first  had  to  convince  Ivac's  bank  to 
make  the  payroll.  Then  push  to  tun 
inventory — primarily  electronic  ther 
mometers — into  cash.  Sales  of  th 


Keeping 
in  touch 


Home  Depot's  seven 
outside  directors  are  each 
required  to  visit  12  stores 
per  quarter.  According  to 
Chief  Executive  Officer 
Bernard  Marcus,  the  policy 
was  adopted  in  1991  as  a 
result  of  the  example  set  by 
Ken  Langone.  Marcus 
says  the  practice  keeps  the 
directors  in  touch  with 
the  business  far  better  than 
a  once-a-quarter  meeting 
in  a  paneled  boardroom. 

This  FORBES  reporter 
tagged  along  with  Langone 
on  impromptu  visits  to 
five  Home  Depot  stores  in 
Tennessee. 

At  each  store  Langone 
held  his  version  of  a  rap  ses- 
sion with  employee-own- 
ers. In  one  meeting  a  sales- 
woman vents  about  how 
baby-sitting  problems  had 
made  her  late  to  work  and 


hurt  her  performance  re- 
views. Langone  patiently 
listens,  makes  some  sugges- 
tions, then  when  she  con- 
tinues to  complain,  prom- 
ises to  bring  her  concerns 
before  die  board. 

Asked  about  the  en- 
counter later,  Langone 
says:  "The  more  they 
beat  up  on  me,  the  better  it 
is  for  the  company,  be- 
cause it  shows  that  we're 
not  pulling  rank." 

Keeping  employees 
happy  is  basic  to  Home  De- 
pot's way  of  doing  busi- 
ness. Home  Depot  Presi- 
dent Arthur  Blank  esti- 
mates that  store -level 
employees  have  been  re- 
sponsible for  70%  to  80%  of 
the  operational  and  mer- 
chandising improvements 
at  the  company  since  its 
inception.  -G.B.  B 
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One  Of  The  World's  Largest  Banks  Ashed  Us  How  To  Make  Their  Wall  Street  PCs  Run  Better. 


On  the  trading  floors  of  Wall  Street,  computer  downtime  isn't  just  an  inconvenience.  Its  a 
disaster.  Our  client  faced  trying  to  maintain  hundreds  of  PCs  there  an  dth  ousands  more  nation- 
wide. We  told  them  the  best  way  to  service  their  PCs  was  not  to  service  them  at  all.  To  let  us  take 

care  of  them.  So,  they  could  focus  on  the  business  of 

We  Told  Them  To  Pull  The  Plug.  Through  Dataserv,  Inc.,  a  BellSouth  company,  the 

hank  received  the  technical  expertise  and  quick  repairs  they 

required.  They  also  received  a  significant  reduction  in  downtime.  Improved  customer  service.  And  the 

confidence  that  comes  from  a  more  reliable  system. 

The  bank  was  pleased.  But  not  surprised,  since  they  were  already  relying  on  us  for  many 

of  their  cellular,  paging  and  voice  systems.  You  see,  BellSouth  is  a  lot  more  than  one  company.  It's 

a  family  of  companies.  From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated 

telecommunications  networks,  BellSouth  has  the  depth  of  resources  required  to  meet  your 

communications  challenges  today.  And  tomorrow. 

Precisely  why  one  very  important  bank  opened  their  . 

•  1  r~>  He      1    r  C  •  11  Telecommunications 

account  with  BellSouth.  Tor  more  information ,  call  your  . 

BellSouth  Representative  or  1-800-726-BELL.  formation  Services 

Mobile  Communications 

Advertising  Services 
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ing  you  expect  from  a  leader" 


ill 


iONQITlR 


ness  off-road.  Either  way,  its 
indent  front  suspension 
tes  you  from  the  shocks  of 


Tally,  traditional  truck 
tths  are  still  very  much  in 


powerplant  is  standard,  and  two  with  the  4.3-liter  Vortec  V6. 

4.3-liter  V6s  are  available,  including  [You  may  indeed,  need  two 

the  Enhanced  V6,  a  beast  that  can  vehicles.  So  get  the  truck  that  offers 

make  Sonoma  the  most  powerful  it  all:  the  new  Sonoma.  To  learn 


pickup  in  its  class. 

[Sonoma  also  features  rear-wheel 


more,  call  1-800-GMC-TRUCK. 


hce.  Power.  Towing.  Hauling,    anti-lock  braking  with  the 
capacity:  A  new  2.2-liter         2.2-hter  engine,  four-wheel  ABS 


•  "         ,  ©1993  GM  Corp.  All  Rights  Reserved,  fm]  rf"*fc 

four-wheel  ABS  BuckfeuP ■■A^|^SK 

GM,  GMC,  GMC  Truck  and  Sonoma  are  registered  trademarks  of  General  Motors  Corporation. 


Kenneth  Langone 


newfangled  devices  eventually  took 
off,  and  in  1977  Eli  Lilly  &  Co. 
acquired  Ivac  in  a  $54  million  stock 
swap.  From  that  seed  sprang  Lilly's 
medical  instruments  division,  a  $1.2 
billion  business  last  year. 

Ivac  opened  Langone's  eyes  to  the 
promise  of  medical  technology.  But 
how  to  get  in  on  the  action?  In  the 
early  1970s,  after  the  stock  market 
tanked,  Langone  had  steered  Press- 
prich  back  into  bond  underwriting. 
He  needed  a  new  vehicle. 


Home  Depot  Chairman  Bernard  Marcus 
Behind  his  aw-shucks  persona,  "a  warrior. 


So  in  1974  he  opened  his  invest- 
ment bank,  Invemed.  Though  in- 
tending to  finance  medical  startups, 
he  was  soon  following  his  instincts 
into  less  exotic  domains — truck  leas- 
ing, for  example. 

Unifi  was  considering  leasing 
trucks  from  Salem  National  Corp.  in 
Greensboro,  N.C.  Langone  called  on 
Thomas  Teague,  an  ex-Marine  who 
ran  Salem  for  private  owners.  "He 
asked  me  a  thousand  questions  in 
about  20  minutes,"  says  Teague.  "I 
told  him  I  wanted  to  run  a  successful 
truck-leasing  company  and  make  a  lot 
of  money." 

Langone  decided  to  help  him  do  it. 


He  found  a  public  shell  to  acquire 
Salem,  then  began  setting  up  credit 
lines  and  visiting  truck  manufacturers 
with  Teague.  "He  really  got  his  hand 
on  the  pulse  of  the  company,"  says 
Teague. 

Langone  took  Salem  private  in 
1986.  As  chairman  and  owner  of  a 
33%  stake,  he  still  likes  to  stay  close  to 
the  business.  "You  should  see  him  in 
our  garages,"  marvels  Teague.  "He 
crawls  up  into  the  truck,  he's  blowing 
the  horn,  he  starts  the  truck  up.  He's 
wanting  to  know  what  kind 
g  of  engine  is  in  it,  how  many 
I  quarts  of  oil  does  it  hold." 
|  That  same  what-makes- 
1  it-tick  specificity  led  Lan- 
gone to  Bernard  Marcus.  In 
1976  Langone  heard  from 
a  friend  that  Marcus  was 
doing  smart  things  in  do-it- 
yourself  retailing  as  chair- 
man of  Handy  Dan  Home 
Improvement  Centers,  Inc. 
Langone  arranged  to  meet 
Marcus.  Behind  Marcus' 
aw-shucks  persona,  Lan- 
gone saw  a  man  who  gave 
new  meaning  to  the  term 
"running  scared."  "He 
was — and  still  is — a  war- 
rior," says  Langone. 
"Nothing  is  ever  right. 
Something  has  always  got 
to  be  made  better." 

Langone  began  nibbling 
at  Handy  Dan's  stock,  then 
around  3,  and  visiting 
stores.  "The  employees 
knew  him  as  Bernie,"  Lan- 
gone says  approvingly. 
"When  he  put  his  arm 
around  a  clerk  in  a  store  and 
said  'How's  your  baby?'  he  really 
wanted  to  know  how  the  baby  was." 

Eventually,  Langone  visited  every 
Handy  Dan  store— about  60  in  all.  By 
mid- 1977  he  and  a  group  of  Invemed 
clients  owned  around  1 4%  of  Handy 
Dan's  shares.  Handy  Dan's  parent, 
conglomerate  Daylin,  Inc.,  owned  al- 
most 84%. 

Daylin's  chairman  was  Sanford  Si- 
goloff, who  courted  the  media  and 
took  pride  in  the  title  "Ming  the 
Merciless."  Langone  felt  Sigoloff 
wasn't  giving  Marcus  the  support  he 
deserved.  "I  put  Sigoloff  on  notice 
that  I  was  going  to  hold  him  account- 
able, as  majority  stockholder,  for  my 


interest,"  Langone  recalls. 

Sigoloff  offered  $10  a  share  for  the 
14%  stake.  Langone  eventually  ex- 
tracted $25.50  a  share.  In  early  1978, 
with  Langone  off  his  back,  Sigoloff 
fired  Marcus  and  his  top  lieutenant, 
Arthur  Blank. 

"I  remember  calling  him  [Lan- 
gone] on  a  Friday  night,"  says  Mar- 
cus, "and  I  was  totally  devastated.  He 
said,  'You've  just  been  hit  in  the  ass 
with  a  golden  horseshoe.  Let's  go  into 
business  for  ourselves.'  Which  is  ex- 
actly how  Home  Depot  started." 

Home  Depot  went  public  in  1981. 
North  Carolina's  Lowe's  Cos.,  until 
1989  the  nation's  largest  do-it-your- 
self chain,  is  now  half  the  size  of 
Home  Depot. 

No  surprise  that  once  Langone 
takes  a  company  under  his  wing,  Wall 
Street  responds  with  enthusiasm. 
Langone  was  the  mastermind  behind 
Patlex  Corp.,  the  public  company 
that  financed  Gordon  Gould's  fight 
for  his  patent  rights  and  his  rewardsl 
for  inventing  the  laser.  By  2007, 
when  the  last  of  the  patents  expire, 
Gould's  patents  will  have  generated 
an  estimated  $190  million  in  royalty! 
revenues. 

Last  December  Patlex  merged 
with  Chicago's  Auto  Finance  Group, 
an  issuer  of  nonprime  auto  loans. 
Since  AFG  became  a  public  company 
in  August  1990,  its  stock  has  risen  ta 
a  recent  107/8  from  75  cents. 

Two  of  Langone's  more  recent 
offerings  are  American  Superconduc- 
tor Corp.,  a  startup  developing  tecln 
nology  to  improve  the  efficiency  ol 
electrical  generators  and  power  trans 
mission  cables,  and  ivi  Publishing,  ar 
electronic  publisher  of  medical  anc 
health  care  information  in  interactive 
multimedia  formats. 

Langone,  a  devout  Catholic,  work: 
as  hard  at  his  favorite  charities  as  foi 
his  clients.  He  is  deeply  interested  ir 
helping  save  New  York  City,  a  causi 
that  led  him  to  become  finance  chair 
man  for  the  mayoral  campaign  ol 
Rudolph  Giuliani.  He  approaches  thi 
job  with  as  much  energy,  intelligena 
and  shrewdness  as  he  dedicates  to  hii 
investments.  And  with  much  the  sami 
attitude  of  doing  well  by  doing  gooc 

"To  me,"  Ken  Langone  says,  "th< 
ultimate  bottom  line  at  the  end  of  tht 
day  is  how  much  good  you  hav 
done." 
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Bank  merger  activity  is  back  to  record  levels. 
Below,  some  marriage  partners  that  are 
attractively  priced  and  still  available. 

Next  down 
the  aisle? 


By  Matthew  Schifrin 

With  huge  media  and  telecommuni- 
cations mergers  grabbing  the  head- 
lines, the  spotlight  has  moved  away 
from  dealmakirtg  in  the  banking  sec- 
tor. But  the  takeover  action  in  bank- 
ing is  hot,  and  expected  to  get  hotter. 
"Targets  are  coming  to  us  and  saying, 
'We  nearly  died  three  or  four  years 
ago.  Now  we're  back  and  we're 
healthy,  but  we're  not  looking  too 
favorably  on  the  business,  so  let's  cash 
out,'  "  reports  bank  merger  adviser 
John  Lyons,  of  New  York's  Lyons 
Zomback  &  Ostrowski. 

In  the  third  quarter  bank  deal  vol- 


ume doubled  over  a  year  ago,  to  $6.6 
billion.  Including  KeyCorp's  $4  bil- 
lion October  merger  with  Society 
Corp.  (Forbes,  Nov.  8),  volume  in 
1993  could  surpass  the  record  volume 
of  $22  billion,  set  in  1991.  That  was 
the  year  California's  BankAmerica  an- 
nounced it  would  take  over  Security 
Pacific  and  New  York's  Chemical 
Bank  announced  its  purchase  of  Man- 
ufacturers Hanover. 

There's  lots  of  incentive  for  banks 
to  merge  right  now.  With  the  lending 
business  in  the  dumps,  the  best  way 
for  healthy  banks  to  grow  is  by  pur- 


chasing other  banks  or  thrifts — if  pos- 
sible, with  stock  that  has  appreciated 
sharply — and  then  mercilessly  cutting 
expenses  and  adding  services. 

Which  banks  are  the  most  likely 
targets?  Despite  recent  headlines  pre- 
dicting more  big  mergers  of  equals 
(example,  KeyCorp  and  Society 
Corp.),  most  of  the  targets  are  likely 
to  continue  to  be  medium-size  banks 
and  thrifts,  with  assets  ranging  from 
$1  billion  to  $10  billion.  Indeed,  the 
third  quarter's  biggest  deal  was  $7.7 
billion  (assets)  Marshall  &  Ilsley's 
$873  million  purchase  of  $4.3  billion 
(assets)  Valley  Bancorp  in  Appleton, 
Wis.  These  midsize  institutions  are 
most  frequently  sought  after  by  the 
new  breed  of  superregional  banks  be- 
cause they're  easier  to  analyze  and 
absorb  but  large  enough  to  provide 
targeted  access  to  desirable  geograph- 
ic markets. 

With  the  help  of  SNL  Securities  of 
Charlottesville,  Va.,  Forbes  came  up 
with  a  list  of  16  medium-size  banks 
and  thrifts  that  would  make  good 
targets  for  expansion -minded  banks 
(see  table).  Most  of  them  sell  at  a 
discount  from  the  average  price-to- 
earnings  and  price-to-book  ratios  of 
the  group.  For  the  banks,  loan-loss 


Takeover  bait 

Assets 
($bil) 

Franchise 
area 

Age 
of 

CEO 

Fee  income*/ 
revenue 

Dividend 
yield 

Reserves/ 
nonperf 
loans 

Recent 
price 

Price/ 
book 

P/E 

Market  cap 
($mil) 

Banks 

Amcore  Financial 

$1.6 

III 

63 

27.7% 

2.64% 

120% 

271/4 

143% 

12.2 

$188 

Cullen/Frost  Bankers 

3.5 

Tex 

65 

35.8 

0.0 

150 

33 

148 

8.6 

362 

Dauphin  Deposit 

4.5 

Pa,  Md 

64 

24.3 

3.72 

159 

24% 

159 

11.5 

740 

First  Citizens  BancShares 

5.4 

NC 

65 

24.8 

1.45 

368 

48% 

125 

9.4 

386 

First  Colonial 

1.6 

III 

61 

23.9 

3.03 

78 

18% 

135 

12.2 

148 

First  Commercial 

3.0 

Ark,  Tenn,  Tex,  Okla 

48 

29.9 

3.01 

476 

33% 

160 

10.7 

390 

First  Tennessee  National 

9.0 

Tenn 

62 

26.1 

4.40 

392 

37% 

163 

9.0 

1,067 

Mercantile  Bankshares 

5.5 

Md,  Va,  Del 

61 

26.0 

3.44 

142 

19% 

142 

11.0 

908 

Old  Kent  Financial 

9.3 

Mich,  III 

62 

24.5 

3.73 

188 

31% 

159 

9.4 

1,261 

United  Missouri  Bancshares 

6.1 

Mo,  Kans.  Ill,  Colo 

66 

40.6 

2.09 

510 

38V4 

119 

17.1 

676 

Thrifts 

Albank  Financial 

2.8 

NY 

54 

NA 

0.0 

78 

197/a 

90 

11.6 

280 

Anchor  Bancorp 

7.9 

NY,  NJ,  Fla 

60 

NA 

0.0 

105 

15 

119 

8.7 

265 

BSB  Bancorp 

Li 

NY 

62 

NA 

2.42 

144 

41% 

120 

8.5 

121 

Commercial  Federal 

4.9 

Nebr,  Colo,  Kans,  Okla 

55 

NA 

0.0 

63 

21% 

98 

7.4 

271 

CSF  Holdings 

4.7 

Fla,  III,  Ohio,  Va,  Calif 

51 

NA 

0.0 

29 

23V4 

109 

5.2 

211 

NS  Bancorp 

1.3 

III 

62 

NA 

1.02 

158 

3P/4 

111 

8.4 

246 

'Excludes  trading  and  investment  gains.    NA:  Not  available.    Source:  SNL  Securities.  Charlottesville,  Va. 

With  the  lending  business  in  the  dumps,  mergers  are  just  about  the  only  growth  business  in  banking  today.  Here  are  some  top 
takeover  candidates  among  banks  and  thrifts.  All  are  healthy  and  would  make  good  investments  on  their  own. 
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for  many  families, 
we  help  open  the  most 

important  door  of  all 


When  financial  institutions 
want  to  open  the  door  to  home- 
ownership  for  lower  income  and 
first  time  buyers,  GEs  Community 
Home  Buyer  s  Program,  offered 
through  our  Mortgage  Insurance 
business,  provides  the  key.  The  program  not  only  helps  home  buyers,  but  significantly 
increases  affordable  lending  for financial 
At GE Capital,  were 23 diversified 
nesses.  And  right  now  one  of  them  has  the 
specific  industry  knowledge  it  takes  to 
meet  your  next  challenge.  If  you  re  ^ 
looking  for  a  strong  financial 
partner,  call  1-800-243-2222. 
We'd  welcome  the  opportunity  to 
open  a  few  doors  for  you. 


GE  Capital 

Our  Business  Is  Helping  Yours. 


Financial  Statement 

We  help  people  live  better  lives  with  home 
equity  loans,  and  help  them  plan  for  the  future 
with  annuities,  mutual  funds  and  retirement 
products.  We  provide  the  security  of  life 

insurance  to  millions  of 
individuals  and  families, 
-r-        ■  .    _      » y — >  *    We're  Transamerica,  the 

Transamerica  peopleinthePyramid. 

We  concentrate  on  the  financial  services  we 
know  best,  so  that  you  can  count  on  getting 
the  right  product  for  your  needs,  at  the  right 
price.  To  us,  being  different  is  more  than  a 
matter  of  appearance. 


Because  Business  Issues  Are 
ver  Strictly  Black  &  White 


Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  all  sides 
of  the  business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  (ed 
only  on  CNBC 

And  stay  tuned 

Saturday  and  Sunday  evening  for: 

Business  Weekly 
6:30  pm  (ET) 

Fortune  Week 
7:00  pm  (ET) 

Getting  Down 
to  Business 
7:30  pm  (ET) 


LEAVING  YOUR  SOB? 

DON'T  LEAVE  20%  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Howe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  a  current  tax 
law  makes  your  choices  more  complicated — and 
more  important — than  ever.  Depending  on  your 
decision,  the  IRS  could  withhold  20%  of  your  retire- 
ment money. 

We  help  you  know  all  your  options.  Our  up-to-date  kit  can  help  you 
understand  all  your  options.  In  plain,  straightforward  language,  we  give 
you  the  accurate,  detailed  facts  you  need  to  decide  what's  best  for  you. 

Call  for  more  information  and  a  free  kit 
1-800-541-8312 


Invest  With  Confidence 

T.RoweRice 


IRAR020083 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Bank  mergers 

reserves  range  from  a  healthy  78%  of 
nonperforming  loans  to  a  very  healthy 
510%  (industry  average,  150%).  Vir- 
tually all  have  desirable  retail  banking 
franchises,  and  most  of  their  chief 
executives  are  over  60  and,  therefore, 
likely  to  be  more  amenable  to  a  take- 
over. But  in  the  opinion  ofSNL  princi- 
pal James  Marks,  each  of  the  1 6  would 
make  a  good  investment  regardless  of 
its  acquisition  potential. 

All  the  banks  on  the  list  have  recur- 
ring fee  income  as  a  percentage  of 
revenues  in  excess  of  20%.  This  is  the 
income  that  the  banks  derive  from 
things  like  trusts,  clearing,  mortgage 
banking  and  mutual  funds — and  ex- 
cludes more  volatile  nonrecurring  fee 
income  that  comes  from  trading  and 
investment  gains.  The  national  aver- 
age for  recurring  fee  income  is  about 
19%  of  revenues.  Banks  with  high  fee 
income  like  Kansas  City's  United 
Missouri  Bancshares,  at  41%,  and  San 
Antonio- based  Cullen/Frost,  at  36%, 
are  desirable  because  they  are  less 
dependent  on  the  movements  of  in- 
terest rates. 

SNL's  Marks  believes  that  the  single 
most  important  factor  in  selecting 
bank  takeover  targets  is  geographic 
market.  In  some  states — among  them 
South  Carolina,  Washington  and 
Florida — virtually  all  of  the  desirable 
candidates  have  already  been  escorted 
down  the  aisle.  The  candidates  that 
are  left  aren't  wallflowers  but  strong, 
healthy  institutions  that  will  do  well 
on  their  own.  Among  Marks'  favor- 
ites in  the  dwindling  band  of  healthy 
institutions  that  probably  could  be 
acquired  are  Miami  thrift  CSF  Hold- 
ings and  Omaha's  Commercial  Fed- 
eral. CSF  (assets,  $4.7  billion)  is  one  of 
the  last  acquirable  franchises  left  in 
Florida;  $4.9  billion  (assets)  Com- 
mercial Federal's  market  is  smack  in 
the  middle  of  a  glaring  geographic 
gap  in  the  expansion  efforts  of  such 
banks  as  First  Bank  System,  Norwest 
and  Banc  One. 

What  if  interest  rates  suddenly  rise 
again?  With  below- average  valuations 
and  deep  streams  of  fee  income,  most 
of  the  institutions  on  the  list  would  be 
relatively  insulated  from  major  harm. 
Moreover,  there  are  at  least  25%  fewer 
banks  and  thrifts  than  a  decade  ago: 
Simple  scarcity  value  should  put  a 
floor  under  most  of  these  institutions' 
prices.  BB1 
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Imagine  a 
microchip  so 
sophisticated 
it  controls 

man 
movement 

like  it's 
child's  play. 


Giving  a  child's  artificial  hand 
lifelike  movement  is  extremely 
difficult,  because  it's  complex  to 
pack  enough  control  electronics 
into  the  tiny  size.  Siliconix,  a 
Member  of  AEG's  Microelectron- 
ics Group,  TEMIC,  helps  make 
child's  play  possible  with  dense- 
cell  power  semiconductors  in 
small-outline,  surface-mount 
packaging.  Our  technology  ena- 
bles movements  to  be  activated 
by  an  advanced  myoelectric 
control  system  with  electrodes 
that  pick  up  low-amplitude  AC 
voltage  waveforms  generated 
on  the  surface  of  the  skin.  The 
advantages  of  power  MOSFETs 
from  AEG  are  efficiency,  weight 
and  size -just  the  combination 
for  helping  tiny  hands  build 
big  dreams. 

AEG  Corporation  is  headquarter 
ed  in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 


AEG 

Member  of  the  Daimler-Benz  Group 


Park  A 


yenue  Ultra. 


To  help  it  slip  past  the  imports, 
we  put  Teflon*  in  the  supercharge 


Dual  air  bags.  Anti-lock  brakes.  Leather 
seating  areas.  225  horsepower.  And  Teflon 
oil  seals  in  the  supercharger  for  durability. 
Park  Avenue  Ultra  delivers  luxury  that  really 
performs.  To  learn  more,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


Vincent  Sarni  hammered  PPG  Industries'  cost 
structure  into  shape.  Can  successor  Jerry  Dempsey  take 
advantage  of  that  by  expanding  PPG's  revenue  base? 

Leveraged 
for  takeoff 


By  Marcia  Berss 

During  his  nearly  ten  years  at  the  top 
of  Pittsburgh's  PPG  Industries,  Vin- 
eent  Sarni  compiled  an  enviable  rec- 
ord in  a  cyclical  business.  With  likely 
sales  of  $6  billion  this  year,  PPG  is 
America's  biggest  glass  producer.  It 
makes  windshields  for  cars  and  air- 
planes, windows  for  homes  and  com- 
mercial buildings.  It's  also  the  world's 
leading  supplier  of  auto  and  industrial 
paints,  and  a  major  player  in  house 
and  building  coatings. 

Most  of  ppg's  customers  have  been 
hard  pressed  in  recent  years.  Yet 
Sarni,  a  relentless  cost-cutter  and 
hands-on  manager,  was  able  to  wring 
some  of  the  cyclically  out  of  PPG's 
financial  results  (see  chart).  During 
the  Sarni  years,  ppg  posted  an  average 
return  on  equity  of  17%,  just  shy  of 
his  18%  target.  Productivity  rose  on 
average  4%  yearly — beating  Sarin's 
3%  goal. 

The  Sarni  era  ended  in  August 
w  hen  he  turned  65,  PPG's  mandatory 
retirement  age.  Three  talented  insid- 


ers vied  to  succeed  him:  glass  chief 
Robert  Duncan,  54;  Chief  Financial 
Officer  Raymond  LeBoeuf,  46;  and 
coatings  head  Richard  Rompala,  46. 
But  the  board  felt  none  was  ready  for 


ABOVE 
PPG  Chief 
Jerry  Dempsey 
From  disaster 
to  a  sweet  seat. 


PPG's  big  cus- 
tomers— autos  and 
building— are 
down,  but  its  gross 
margins  are  up, 
thanks  to  cost-cut- 
ting and  produc- 
tivity gains. 


the  top  job. 

Instead,  the  board  named  as  Sarni's 
successor  Jerry  Dempsey,  the  first 
outsider  to  head  PPG  in  its  110  year 
history.  An  engineer  by  training, 
Dempsey  ran  auto  parts  maker  Borg- 
Warner  'from  1979  to  1984,  then 
headed  Chemical  Waste  Manage 
ment.  His  move  to  PPG  was  well 
timed:  In  September  Chemical  Waste 
announced  a  $363  million  writeoff 
(12%  of  assets)  and  plans  to  ax  nearly 
24%  of  its  work  force  by  the  end  of 
next  year,  because  the  company's  cor 
porate  customers  are  learning  how  to 
clean  up  their  own  toxic  wastes. 

At  61,  Dempsey  w  ill  have  only  four 
years  to  make  his  mark  on  PPG.  While 
at  Chemical  Waste,  he  ran  a  fast- 
growth  outfit.  But  at  ppg  his  chal- 
lenge is  different:  Build  ppg's  mature 
revenue  base  to  seize  the  profit 
opportunities  created  by  Sarni's  cost- 
cutting. 

Under  Sarni,  ppg's  work  force 
dropped  14%,  and  no  effort  was 
spared  to  cut  product  cycle  times. 
Example:  In  ppg's  big  moneymaker, 
automotive  paints,  the  time  between 
receiving  the  order  and  delivering  the 
product  has  been  chopped  from  1 3  to 
15  days  to  3  to  5  days.  PPG  w  as  among 
the  first  to  build  paint  facilities  near 
auto  plant  customers  to  speed  sen  ice. 
It  grabbed  market  leadership  in  auto 
paints  from  Du  Pont  by  putting  itself 
on  the  technological  edge,  focusing 
not  only  on  making  paint  but  also  on 
systems  for  applying  paint.  For  mo- 
torcycle maker  Harley-Davidson,  for 
example,  Sarni's  researchers  devel- 
oped a  pow  der  based  clear  coat  and 
application  system;  the  process  resists 
scratches  and  salt  corrosion  while  cut- 
ting environmental  emissions.  Ger- 
man luxury  car  maker  BMW  has  been 
working  on  a  similar  product  for  five 
years  without  success. 

But,  for  all  his  accomplishments, 
Sarni  fell  short  on  one  goal:  growth. 
PPG  aimed  at  4%  annual  real  sales 
growth  tor  the  decade  but  mustered 
only  2%.  Adjusting  for  inflation,  PPG  is 
about  the  same  size  today  as  it  w  as  in 
the  mid  1980s. 

All  of  which  presents  Dempsey 
with  a  great  opportunity  to  fatten 
PPG's  bottom  line.  Even  without 
much  grow  th,  analysts  think  PPG  will 
earn  around  S4.50  a  share  next  year— 
up  from  S3. 01  a  share  last  year — and 


What  cychcality? 

Index  1980  =  100 
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60 
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Sources  Value  Line,  Statistical  Abstract  of  the  U  S ,  Ward's  Automotive  Yearbook,  company  annual  reports 
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FELDMAR  WATCH  COMPANY 
9000  West  Pico  Blvd.,  Los  Angeles,  CA 
 (213) 272-1196 

MARVIN  &  SONS 

Cedarhurst  •  Great  Neck  •  Woodbury,  NY 
1-800-MS-JEWELS 

TRABERT  &  HOEFFER  JEWELS 

738  North  Michigan  Ave.,  Chicago,  IL 
(312)  787-1654 


The  Water  Tower  at  your  feet. 


Midwestern  warmth.  Big  city  style. 


With  a  focus  on  business. 


Call  1-800-233-1234  or  your  travel  planner. 


Step  in 

from  the  heart  of  the  city. 

Arise  restored. 

Revival  on 
your  terms. 


PARK 


CHICAGO 


Small.  Select.  Inspired. 


Hyatt  Hotels  and  Resorts  are  managed  or  operated  by  two  separate  groups  ol  companies-Hyatt  Corp  and  Hyatt  International  Corp  f9  1993  Hyatt  C  t 


T.  Rowe  Price  International  Stock  Fund  —one  of  the  oldest  and 
largest  international  funds — could  be  an  ideal  way  to  diversify  your 
portfolio.  Adding  foreign  holdings  could  help  increase  your  return 
potential  by  providing  exposure  to  potentially  stronger-performing 
foreign  markets.  And  it  should  help  reduce  your  portfolio's  overall 
volatility  because  foreign  economies  follow  different  cycles  than  the 
U.S.  economy. 

In  fact,  Morningstar,  an  independent  mutual  fund  research  service, 
awarded  the  Fund  a  4-star  rating  (****)  for  its  risk-adjusted  perfor- 
mance. $2,500  minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  report 
I  800-541-8318 


Invest  With  Confidence 

T.RoweRice 


ISF020084 


International  investing  has  special  risks,  including  currency  fluctuations.  There  is  no  guarantee  that 
the  Fund  can  achieve  its  objectives.  Past  performance  cannot  guarantee  future  results.  Morningstar 
proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  7/31/93.  These  ratings  may 
change  monthly.  Ratings  are  calculated  from  the  Fund's  3-,  5-,  and  10-year  average  annual  returns 
with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  relative  to  3-month 
Treasury  bill  monthly  returns.  10%  of  funds  in  an  investment  category  receive  5  stars  and  22.5% 
receive  4  stars.  Request  a  prospectus  with  more  complete  information,  including  management  fees 
and  other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price 
Investment  Services,  Inc.,  Distributor. 


PPG  Industries 

around  $8  a  share  by  the  time  Demp 
sey  must  retire.  The  stock  markc 
seems  to  think  Dempsey  lias  a  shot  a 
making  these  numbers.  At  a  recen 
69%,  PPG's  stock  is  selling  at  24  time 
current  earnings  but  a  much  mor 
reasonable  multiple  of  prospeetiv 
earnings. 

To  expand  the  sales  base,  Dempse 
says  he'll  concentrate  on  developin 
PPG's  existing  operations.  Aside  fror 
the  automotive  and  housing  market; 
this  means  more  expansion  abroa 
(foreign  markets  now  account  t< 
36%  of  revenues,  up  from  25%  i 
1986)  and  strengthening  PPG's  posi 
tion  in  furniture  and  industrial  finish 
es.  Dempsey  agrees  that  Europe  wi 
continue  to  be  a  hard  slog  but  think 
the  U.S.  economy  holds  more  immt 
diate  promise.  "I  don't  buy  the  argil 
ment  that  selling  into  mature  markel 
means  you  can't  enjoy  grow  th,"  h 
declares. 

Dempsey  will  continue  Sarni 
cost-cutting  campaign.  Chief  Finan 
cial  Officer  LeBoeuf  notes  that  PP 
has  cut  only  half  its  S900  million  i 
targeted  costs  in  the  U.S.  and  hasn 
even  begun  the  process  in  Europe 
And  Dempsey  will  probably  pursu 
Sanii's  goal  of  expanding  PPG's  S40 
million  (sales)  specialty  chemical  uni 
where  its  optical  lens  business  show 
good  growth  potential. 

Whatever  his  priorities,  Dempse 
has  plenty  of  financial  muscle  to  wor 
with:  PPG's  total  debt/total  capit: 
ratio  is  down  to  33%,  from  41%  i 
1987.  Cash  flow  is  strong  at  over  S6 
share;  depreciation  has  covered  capi 
tal  spending  in  recent  years,  and  fa 
exceeds  ppg's  SI  .88-a-share  divi 
dend.  Dempsey  hopes  to  raise  mor 
cash,  perhaps  as  much  as  $150  mil 
lion,  by  selling  Sarni's  one  major  di« 
appointment,  a  medical  electronic 
business  he  bought. 

Some  PPG  watchers  speculat 
Dempsey  may  try  to  spur  growth  b 
making  a  major  acquisition,  addin 
another  leg  to  the  company.  Bu 
Dempsey  throws  cold  water  on  sue 
speculation.  "Our  growth  record  ha 
not  been  that  good,"  he  concede; 
"but  we  do  not  intend  to  go  out  an 
make  nonstrategic  acquisitions." 

Better  to  stick  to  what  PPG  know 
best  for  four  years,  he  seems  to  b 
saying,  and  let  the  next  generatio: 
change  course  if  necessary.  ■ 
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Given  the  state  of  workers 
compensation  costs,  the  most 
anguished  cries  of  pain  fre- 
quently emanate  from  the 
offices  of  CFOs. 

But  ITT  Hartford  has  pio- 
neered a  remarkable  cure. 
More  than  a  program,  our  con- 
tinuum  of  care  philosophy 
integrates  every  aspect  of 
workers  compensation,  from 
prevention  to  early  interven- 
tion to  accelerated  return- 


identify  and  reduce  potential 
hazards  in  the  workplace. 


WE  CAN  MAKE 


^>  to-work.  In 

"OUR  COMPREHENSIVE 

MANAGED  sodoing'ic 

can  help  to 


"1\    Y>f  "S>f    ~V7 " 


nri    avoid  up  to 


perate,  efforts  are  made  to  return 
them  to  productive  jobs  fast.  By 
monitoring  medical  costs  and 
treatment.  By  maintaining  con- 
tact among  / 

,        "OUR  NURSES 

employer,    STEP  IN  EARLY  TO 
employee  MANAGE 
and  health  REHABILITATION 
AND  ACCELERATE 

care  pro- 
vider. By 
overseeing  ^ 

physical,  psychological  and 
vocational  rehabilitation.  And 
by  helping  to  identify  alterna- 
tive return-to-work  jobs. 

To  find  out  more,  contact 
your  local  ITT  Hartford  agent 


LOWERS  COSTS  28%  of  workers 
WHILE  RAISING 

THE  LEVEL  compensanon 

of  care:  twtMndactu- 

OCx>         -/ally    raise  the 
level  of  an  injured  worker's  care. 

When  injuries  go  down,  premi- 
ums can  go  down.  So  the  ITT 
Hartford  managed  care  approach 
begins  with  extensive  loss  preven- 
tion services.  Our  experts  work  to 


Yet  no  prevention  program  can 
eliminate  all  injuries.  Our  early 
intervention  efforts  limit  the  dam- 
age when  injuries  do  occur.  When 
an  injury  warrants,  we  assign  an 
ITT  Hartford  Nurse  Case  Manager 
who  contacts  the  injured  worker  to 
coordinate  medical  care  and  offer 
guidance  and  support. 

Finally,  as  injured  workers  recu- 


or  Dale  Powers,  Marketing  Director, 
ITT  Hartford. 

Really,  it's  quite  painless. 


Dale  Powers 
CPCU 

Marketing  Oirector 


in  HARTFORD  j£-*5g** 


BUSINESS    •     PERSONAL    •     LIFE    •    EMPLOYEE    BENEFITS    •     REINSURANCE    •  SPECIALTY 


Simulated  thrill  rides  are  becoming  a  hot  business, 
but  it  promises  to  be  a  scary,  white-knuckle  trip 
for  investors  and  business  people. 

Hang  on  to  your 
hats— and  wallets 


By  James  R.  Norman  and  Nikhil  Hutheesing 


In  ONE  OF  i  hk  more  dizzying  initial 
public  offerings  of  the  year,  $32  mil- 
lion (revenues)  Iwerks  Entertain- 
ment, Inc.,  a  Burbank,  Calif,  movie 
production  house  founded  by  two 
Walt  Disney  veterans,  sold  3  million 
new  shares  last  month  at  S 18.  The 
stock  jumped  to  $34  within  an  hour. 

What  was  all  the  excitement?  The 
company,  which  started  out  seven 
years  ago  making  films  and  motion- 
based  simulators  for  amusement 
parks,  has  what  Wall  Street  likes  to 
refer  to  as  a  "concept." 

This  concept  has  quite  a  lot  going 
for  it.  Iwerks  is  designing  a  series  of 
entertainment  centers  to  be  called 
Cinetropolis — a  kind  of  high-tech 
amusement  park  in  a  box — that  will 
offer  stomach-churning  thrill  rides 
using  motion  simulators  and  big- 
screen  film. 

Where  the  new  type  of  ride  differs 
from  the  old  roller  coasters  and  Ferris 
wheels  is  in  the  combination  of  physi- 
cal thrills  with  the  dramatic  visual 
effects  of  a  movie. 

You'll  be  able  to  take  an  imaginary 
ride  on  a  submarine,  immerse  yourself 
m  a  rock  concert  or  don  special  head- 
gear and  play  the  latest  in  "virtual 
reality"  war  games.  When  you're  tired 
of  the  rides,  there  w  ill  be  restaurants 
and  retail  shops. 

The  first  2  of  a  planned  60  of  these 
$15 -million-plus  complexes  are  un- 
der way  in  Japan,  near  Nagoya,  and  at 
the  Foxwoods  casino  on  an  Indian 
reservation  in  Ledyard,  Conn. 

The  object  of  all  this  technology, 
says  Tern'  Winnick,  executive  vice 
president  of  special  projects  at  MCA 
Recreation   Services   Croup:  "Cet 


them  out  of  the  house  and  wow  'em." 
And  charge  them,  of  course. 

At  $4  for  a  4-minute  ride,  a  15-seat 
ride  simulator  can  generate  as  much 
revenue  as  a  180-seat  theater — in  a 
third  of  the  space.  At  $2.50  a  head, 
the  new  thrill  ride  simulator  in  the 
Circus  Circus  Enterprises,  Inc.  Ex- 
calibur  casino  in  Las  Vegas  recovered 
its  $2  million  cost  in  eight  months. 

At  2,000  riders  an  hour,  Univer- 
sal's  motion-and-film-based  Back  to 
the  Future  rides  in  Los  Angeles  and 
Orlando  helped  break  park  atten- 
dance records  this  year. 

It's  a  tremendous  concept.  But  it's 
a  bumpy  ride  to  reality.  Last  month 
Circus  Circus  opened  its  new  $375 
million  Luxor  hotel/casino  in  Las 
Vegas,  packed  with  $40  million  of 
ride  simulators  and  movie  magic.  But 
construction  and  operating  glitches, 


LEFT: 

Artist's  version  of 
Iwerks'  Cinetropolis 

RIGHT: 

Going  nowhere  fast 
at  Jordan's  Furniture 
New  ways  to  woo 
couch  potatoes 
out  of  the  house. 


plus  high  pre-opening  costs  at  Luxoi 
and  weak  earnings,  drove  down  Cir- 
cus stock  by  25%,to  36V2 — a  markel 
drop  of  over  a  billion  dollars. 

The  bugs  will  probably  get  ironec 
out  at  Luxor.  But  to  get  big  revenue 
you've  got  to  be  willing  to  risk  big 
money.  Universal's  Back  to  the  Fu- 
ture rides  cost  a  heart- stopping  $65- 
million-plus  per  copy.  That  can  be 
three  times  the  cost  of  a  real  rollei 
coaster  like  the  dizzyingly  populai 
corkscrew  Batman  ride  at  Time 
Warner  Inc.'s  Six  Flags  theme  parks  ir 
New  Jersey  and  Chicago.  The  advan- 
tage is  that  ride-films  are  changeable, 
take  up  much  less  space,  and  theit 
insurance  costs  don't  run  wild. 

Despite  the  high  cost,  real  estate 
people  are  starting  to  think  of  these 
ride-film  simulators  as  tratnc-builden 
for  malls.  One  of  the  first  to  plunge 
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was  Melvin  Simon,  the  Indiana- based 
real  estate  man,  in  his  mammoth  Mall 
of  America  outside  Minneapolis.  That 
(combination  retail  mall  and  amuse- 
;  ment  park  has  a  standard  roller  coaster 
ride  as  well  as  a  $1  million,  48-seat 
Mystery  Mine  ride  made  by  Omni 
Films  International,  Inc.  That  mall 
draws  40   million  visitors  a  year. 
Which  has  convinced  Simon  that  the 
mall  of  the  future  has  to  be  more  fun. 
Ride-film  simulators  will  be  a  key 
■ingredient.  "We're  sold  on  the  idea," 
,says  he.  "It  makes  a  big  difference  in 
jhow  long  people  stay  at  the  mall." 

So  Simon  plans  to  put  ride -films  or 
similar  high-tech  attractions  in  all  5  of 
his  new  malls  under  construction  and 
expects  to  put  them  in  many  of  his  50 
existing  malls,  too. 

Roy  Williams,  a  former  Rouse  Co. 
executive  whose  development  firm 


orchestrated  the  resurrection  of 
Washington's  Union  Station,  is  also 
budding  up  to  take  the  plunge.  His 
Williams  Jackson  Ewing  Inc.  plans  to 
put  an  entertainment  complex  with 
some  kind  of  ride  simulator  in  its  next 
big  urban  rehab  project.  "It's  the 
oldest  principle  in  the  world,"  says 
Williams.  "If  you  have  traffic,  a  good 
retailer  can  sell  just  about  anything." 

Jordan's  Furniture  store  in  subur- 
ban Boston  last  year  installed  a  $1.5 
million,  48-seat  Omni-made  simula- 
tor. Jordan's  designed  its  own  movie 
ride  by  splicing  together  scenes  from 
various  Omni  films:  You  go  from 
ascending  elevator  to  roller  coaster  to 
dune  buggy,  then  a  car  chase,  a  space 
ride  and  speedboat  ride,  all  in  5 
minutes. 

Over  700,000  people  have  done  it 
so  far.  After  monthly  amortization 


and  operating  expenses,  the  ride  is 
profitable.  But  Jordan's  benefits  only 
by  the  crowd  the  ride  attracts  to  the 
store.  The  $250,000  in  profits  have 
gone  to  charity.  "If  you  give  people 
enough  good  reasons,  they'll  come 
from  all  over  to  buy  furniture,"  says 
Barry  Tatelman,  co-owner  with  his 
brother  Eliot.  Guess  so.  Furniture 
sales  are  up  30%  this  year,  to  $80 
million. 

In  what  may  be  a  boon  for  Alka- 
Seltzer  sales,  a  California  McDonald's 
franchise  has  installed  a  14-seat  ride 
simulator  made  by  a  unit  of  Hughes 
Aircraft  Co.  Virgin  Television,  a  Hol- 
lywood TV  production  house,  and 
Fort  Lauderdale-based  Blockbuster 
Entertainment  are  said  to  be  studying 
in-store  simulators  as  both  an  attrac- 
tion and  a  tool  for  showing  off  new 
music  and  videos. 
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You  have  to  price  three  separate  issues.  And  you  only  get  one  shot. 


Get  this  done,  and  in  a  single  transaction  you  save 
your  company  from  burdensome  debt  and  recapitalize  it 
for  a  competitive  future.  The  strategy  is  to  repurchase  high- 
coupon  debt  from  bondholders,  issue  new  debt  with  more 
favorable  terms,  and  go  public  with  an  initial  equity  offenng. 

And  this  is  the  critical  moment.  You  have  to  price 


all  three  elements  —  making  each  one  attractive  to  mve 
tors  but  affordable  for  your  company  —  simultaneously. 

A  tall  order?  This  whole  venture  has  been  a  tall 
order.  First,  there  was  the  job  of  setting  up  the  tender  of 
to  bondholders  —  who  had  to  be  convinced  that  both  the 
new  debt  issue  and  IPO  would  sell.  Then  there  was  the  ta 


Chicago 


Frankfurt 


Hong  Kong 


London 


Los  Angeles 


Luxembourg 


Madnd 


Melbourne 


Milan 


New  Yi 


finding  the  right  investors  —  ones  who  would  support 
p  strategy  and  make  long-term  commitments.  There  were 
gotiations,  strategy  sessions,  and  simultaneous  road- 
ows  for  both  the  debt  and  equity  markets.  All  this  while 
ining  your  company's  day-to-day  operations. 

But  you  were  prepared.  You  selected  a  global 


investment  bank  that  could  bring  off  this  kind  of  multi- 
market  transaction.  They  brought  you  scope,  thinking, 
determination  and,  above  all,  credibility  with  investors. 

While  it  hasn't  been  easy,  and  it  isn't  over  yet,  you 
feel  confident  these  people  will  know  how  to  price  each 
issue  so  that  you'll  hit  all  three  targets  with  one  shot. 


MORGAN  STANLEY 


San  Francisco  Seoul  Singapore  Taipei  Tokyo 


Toronto  Zurich 


A  great  gift 
for  family,  Mends 
or  associates! 


New  Age  rides 


by  James  E.  Stowers,  founder 
of  the  Twentieth  Century  Mutual  Funds 

"Superb  advice  from  the  ultimate  pro." 

MALCOLM  S.  FORBES,  JR. 

For  a  free  brochure,  or  to  order,  call: 

1- 800-633-3775 

Deer  Publishing,  Inc. 


Changing  Jobs? 
Get  The  Answers  You 
Need  Before  You  Roll 

Over  Your  401(k). 


Schwabs  free  Guide  to 
Maximizing  Your  Retirement 
Plan  Distribution  explains  your 
alternatives  and  how  to  save 
on  taxes  by  avoiding  the  20% 
withholding  tax.  Call  for  your 
copy  today: 

1-800-442-5111,  ext.  95 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 

©Nov.  1993  Charles  Schwab  &  Co.,  Inc. 
Member  SIPC/NYSE 


Fly  your  own  WWI 
plane  with  this 
$45,000  ride 
At  $1  a  minute, 
that  can  mean 
quick  bucks. 


Nearly  all  the  top  50  U.S.  theme 
parks  have  one  or  more  big  simulator 
rides  in  the  works,  usually  keyed  to 
movie  hits  and  embellished  with  elab- 
orate layouts  and  pre-ride  video 
scene-setting.  The  theme  parks  are  a 
huge  potential  market.  They  played 
host  to  148  million  visitors  last  year. 

Paramount  has  a  Davs  of  Thunder 
ride,  Warner  Bros,  has  its  Batman 
simulator  ride,  mca's  Universal  is  ex- 
pected to  use  lots  of  simulation  in  its 
Jurassic  Park  expansion  at  Orlando. 

Disney  has  a  huge  in-house  tech- 
nology group  working  on  simulation 
rides  (Forbes,  Oct.  25).  Maybe  that's 
why  Disney  is  said  to  be  interested  in 
redoing  old  theater  space  around 
New  York's  Times  Square. 

Douglas  Trumbull,  51,  the  special 
effects  whiz  w  ho  made  the  film  for  the 
Back  to  the  Future  ride  and  master- 
minded the  Luxor  casino  ride-shows, 
is  talking  with  Sony  Corp.  about  ret- 
rofitting dozens  of  its  Loews  theater 
complexes  with  ride  simulators.  By 
using  standardized  motion  bases  and 
film  formats,  Trumbull  aims  to  deliver 
his  ride  systems  for  under  $1  million 
each.  So  while  you're  waiting  in  line 
to  watch  Terminator  III,  the  movie, 


you  may  be  able  to  warm  up  with 
Terminator,  the  ride.  Other  simula- 
tors could  help  promote  Sony  record- 
ing performers. 

Essentially,  these  rides  are  an  evolu- 
tionary development  of  the  movie 
business,  using  technology  to  make 
the  viewer  feel  much  more  part  of  the 
action.  Past  attempts  to  achieve  this 
with  things  like  3-D  and  wide  screens 
never  caught  on.  But  technology  has 
come  a  long  way  since  then.  The  Back 
to  the  Future  ride  grew  out  of  the 
special  effects  Trumbull  did  for  Stan- 
ley Kubrick's  2001:  A  Space  Odyssey. 
He  first  combined  a  motion  simulator 
with  a  film  in  1974  while  running  a 
technology  unit  at  Paramount  Pic- 
tures. He  created  more  realistic  im- 
ages by  running  bigger,  70mm  film  at 
more  than  twice  the  speed  of  regular 
35mm  movies. 

But  he  couldn't  persuade  the  big 
Hollywood  studios  or  the  theater 
chains  to  take  the  technical  plunge.  It 
was  the  classic  chicken-and-egg  prob- 
lem: Why  build  specialized  theaters 
without  enough  films  to  show?  And 
why  make  the  films  without  screens  to 
play  them  on? 

Trumbull  started  Showscan  Corp. 
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A  New  Member  Of  Vanguard's  Fixed  Income  Family 


INTRODUCING 
VANGUARD  INTERMEDIATE-TERM 
CORPORATE  PORTFOLIO 


Today,  many  fixed-income  investors  are  con- 
fronting difficult  decisions— whether  to  seek 
potentially  higher  investment  income  with  a 
commensurate  increase  in  risk  to  principal  or 
to  sacrifice  a  measure  of  income  as  a  means  of 
gaining  increased  principal  stability. 

To  give  investors  a  greater  range  of  choices, 
we  are  pleased  to  introduce  the  Intermediate- 
Term  Corporate  Portfolio  which  joins  our  Short- 
Term  and  Long-Term  Corporate  Portfolios  in 
Vanguard  Fixed  Income  Securities  Fund. 

Stepping  Up— Or  Down— The 
Maturity  Ladder  To  Meet  Income 
Or  Safety  Needs 

Our  three  Portfolios  each  emphasize  investment- 
grade  corporate  bonds.  Through  their  differing 
maturities,  they  enable  investors  to  decide  what 
combination  of  current  income  and  bond  market 
risk  is  most  appropriate. 

Short-Term  Corporate  Portfolio  with  a  2-to-3  year 
average  maturity  offers  higher  yields  than  money 
market  funds*  and  greater  price  stability  than 
longer-term  bond  portfolios.  Interest  rate  changes 
produce  low  to  moderate  share  price  fluctuations. 

Intermediate-Term  Corporate  Portfolio  seeks 
higher  yields  than  the  Short-Term  Corporate  Port- 
folio. This  new  Portfolio  expects  to  maintain  an 
average  weighted  maturity  between  5  and  10  years. 
Changes  in  share  price  are  expected  to  be  moder- 
ate to  high. 

Long-Term  Corporate  Portfolio  (formerly  the 
Investment  Grade  Corporate  Portfolio)  is  designed 


to  provide  the  high  and  sustainable  level  of  current 
income  associated  with  long-term  securities.  The 
Portfolio  maintains  an  average  maturity  of  15  to  25 
years  and  is  likely  to  experience  substantial  share 
price  fluctuations. 

The  Vanguard  Advantage 

With  more  than  $120  billion  in  net  assets, 
Vanguard  is  the  nation's  largest  pure  no-load 
mutual  fund  family  Among  Vanguard's  many 
advantages  you'll  enjoy  are: 

•  Low  costs— the  average  expense  ratio  of  the  three 
Portfolios  is  approximately  0.30%,  less  than  one- 
third  that  of  the  average  fixed-income  fund, 
according  to  Upper  Analytical  Services,  Inc. 

•  No  sales  charges  or  12b-l  fees. 

•  Easy  access  to  invested  assets  through  free 
checkwriting  ($250  minimum  per  check). 

•  $3,000  minimum  initial  investment  for  each 
Portfolio;  $500  for  IRAs  and  Keoghs. 

Call  1-800-962-5082 

For  A  Vanguard  Fixed  Income  Securities 
Fund  Information  Kit, 
Plus  The  Booklet, 
"How  To  Select  A  Bond  Fund." 

Kit  contains  a  prospectus  with  more  complete  information  on 
advisory  fees,  distribution  charges  and  other  expenses.  Please 
read  it  carefully  before  investing  or  sending  money 
*An  investment  in  a  money  market  fund  is  neither  insured  nor 
guaranteed  by  the  U.S.  Government,  and  there  is  no  assurance 
that  the  fund  will  be  able  to  maintain  a  stable  net  asset  value 
of  $1.00  per  share. 

©  1993  Vanguard  Marketing  Corp.,  Distributor 
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C^OF  INVESTMENT  OOMPANIES 


It  Not  Only  Saj 
It  Says^fru  Beat  Ever 


LINCOLN-MERCURY  DIVISION  C^g>  Butlclc  up-together  we  cm  save  hves. 


pifve  Arrived, 
be  Else  There. 


The  280-Horsepower  Lincoln  MaikVUI 

By  their  very  nature,  luxury  cars  are  intended  to 
enhance  your  image.  Most,  however,  do  very  little  for  your 
heart  rate.  Not  the  Lincoln  Mark  VIII. 

Its  32-valve,  280-horsepower  Four-Cam  V-8  reaches 
60  miles  per  hour  in  a  heart-pounding  7.8  seconds. 
However,  should  it  become  necessary  to  exercise  restraint, 
we've  also  included  standard  4-wheel  anti-lock  brakes. 
And  a  revolutionary  suspension  that  automatically  lowers 
the  car  at  high  speed  for  better  handling  and  less  wind 
resistance.  So  the  Mark  VIII  doesn't  just  hold  the  road,  it 
sinks  its  teeth  into  it. 

To  find  out  more,  call  1  800  446-8888.  Or,  better  yet, 
visit  your  Lincoln  dealer  for  an  invigorating  test  drive. 

You'll  find  that  while  most  luxury  cars  speak 
quietly  of  your  accomplishments,  the  Mark  VIII  is  one  car 
that's  not  afraid  to  raise  its  voice. 

The  Lincoln  Mark  VIII.  Drive  everything  else  first. 


I  LINCOLN 

What    A    Luxury    Car    Should  Be 


New  Age  rides 


Special  effects  master  Douglas  Trumbull  with  Luxor  casino  ride-show 

He  created  the  ride-film  business.  But  can  he  standardize  it  to  make  money? 


to  promote  the  technology  himself  in 
1985.  Showscan  stumbled  in  the 
movie  business  but  found  a  new  niche 
with  Trumbull's  ride-film  simulators. 
Since  then  Showscan  has  gone  public, 
Trumbull  has  left  to  form  his  own 
specialty  studio,  and  other  players 
have  joined  in.  They  include  Iwerks, 
Omni  and  Dream  Quest  Images. 

Almost  two  decades  after  Trum- 
bull's first  ride  simulator,  there  are 
over  60  large-scale  simulation  the- 
aters in  operation  around  the  world. 
Showscan  or  Trumbull  have  been  in- 
volved in  about  half  of  these.  The 
number  of  these  rides  seems  to  be 
doubling  every  two  years. 

But  the  pioneers  may  not  be  die 
winners — pioneers  seldom  are.  One 
problem  is  lack  of  a  standard  format. 
At  present,  one  company's  ride -films 
can't  play  on  another  company's  sim- 
ulator. Trumbull  is  trying  to  come  up 
with  a  compromise  standard  based  on 
the  widely  used  Vista  Vision  technol- 


ogy— double -size  35mm  frames  run 
at  twice  the  normal  movie  rate  of  24 
frames  per  second.  But  undl  these 
systems  convert  to  high-definition 
digital  projection,  standardization  is 
unlikely.  That  may  be  three  to  five 
years  off. 

Showscan,  based  in  Culver  City, 
Calif.,  has  lost  money  in  each  of  the 
past  six  years.  As  Forbes  aptly  ob- 
served in  1989:  If  you  want  to  get 
nauseated,  just  buy  the  stock.  It  has 
gone  from  12V4  in  1991  to  6%.  Earli- 
er this  year  Showscan  tried  to  merge 
with  rival  Omni  Films,  another  trou- 
bled ride -film  maker,  but  the  deal 
cratered — two  sick  companies  don't 
make  a  healthy  one.  And  Toronto- 
based  Imax  Corp.  has  recently  agreed 
to  be  sold  to  former  West  Coast  the- 
ater chain  magnate  Ted  Mann. 

As  for  the  companies  that  manufac- 
ture the  sophisticated  hydraulic  mo- 
tion bases  for  these  rides,  times  are 
still  lean.  Hughes  Aircraft  has  sold 


170  fourteen-seat  Venturer  motion 
simulators — a  modest  success.  But  its 
latest  Mirage  system  of  up  to  16 
networked  individual  simulators  for 
staging  mock  fighter  battles  has 
bombed:  "We  wanted  to  sell  it  for 
$200,000,"  says  Michael  Fortin, 
Hughes'  manager  of  database  design, 
"but  we  sold  it  to  nobody."  Too 
pricey,  too  complex. 

Moog  Inc.,  a  $300  million  control 
systems  supplier  based  outside  Buffa- 
lo, N.Y.,  hopes  to  steal  a  march  on  the 
competition  by  replacing  the  cumber- 
some hydraulic  systems  on  current 
motion  bases  with  new  brushless  elec- 
tric motors.  That  will  allow  even  more 
miniaturization  of  ride  simulators — 
even  down  to  living-room  scale. 

Whatever  the  moviemakers  come 
up  with  to  lure  people  out  of  the 
house  may  sooner  or  later  be  deliv- 
ered electronically  to  their  homes. 
The  real  thrill  ride  may  be  for  the 
investor.  9U 
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The  fine  line  between  sculpture  and  engineering. 


CONCORD  W  SARATOGA" 


Solid  18  karat  gold  and  brushed  stainless  steel,  finished  by  hand.  Diamond-polished  sapphire  crystal,  precision-tested  Swiss  quart:  movement.  Water-resistant  to  99  feet. 

>MAR  WATCH  COMPANY  TOURNEAU  SMART  JEWELERS 

Los  Angeles,  CA  213-272-1196  New  York/I'alm  Beach/Bal  Harbour/Costa  Mesa  1-800-348-3332  Lincolnwood,  1L  708-673-6000 


The  participants  in  Reg  Lewis'  leveraged  buyout 
of  TLC  Beatrice  have  been  waiting  a  long  time 
for  their  payout.  They  may  be  about  to  cash  in. 


Payoff  time: 


s 


By  Phyllis  Bernian 


When  Reginald  F.  Lewis  of  tlc 
Beatrice  International  Holdings, 
Inc.  died  of  brain  cancer  early  this 
year  at  50,  the  obituaries  were  lavish 
in  their  praise. 

With  good  reason.  Lewis,  as  chair- 
man and  controlling  shareholder  of 
TLC  Beatrice,  was  a  shining  example 
of  how  to  play  the  leveraged  buyout 
game  and  win.  He  had  graduated 
from  Harvard  Law,  been  hired  by  the 
prestigious  firm  of  Paul,  Weiss,  Rif- 
kind,  Wharton  &  Garrison,  and  fi- 
nally started  his  own  successful  cor- 
porate law  office.  In  1987  he  became 
a  certified  business  mogul  when  he 
did  a  leveraged  buyout  of  the  inter- 
national food  operations  of  Beatrice 
Co.,  a  business  with  64  companies  in 
31  countries. 

Lewis  did  a  stellar  job  of  managing 
the  deal.  He  sold  off  parts  of 
Beatrice's  worldwide  operations, 
raising  around  $900  million,  and 
used  the  cash  to  reduce  debt  in- 
curred in  the  leveraged  buyout. 
When  he  was  finished,  Reg  Lewis 
owned  more  than  50%  of  a  $1- 
billion-a-year  European  food  busi- 
ness. On  The  Forbes  Four  Hun- 
dred list  last  year,  the  Lewis  family 
was  worth  $400  million. 

In  September  Goldman,  Sachs 
and  Merrill  Lynch  issued  a  prelimi- 
nary prospectus  to  sell  a  $150  mil- 
lion offering  of  ten-year  notes  for  the 
company,  tlc  Beatrice  plans  to  use 
most  of  the  money  to  pay  back  its 
principal  banker  Paribas. 

The  prospectus  contained  some 
surprises.  It  revealed  that  tlc  Bea- 
trice's finances  have  deteriorated  in 
the  past  few  years.  Instead  of  the 
$140  million  in  cash  it  had  back  in 
1990,  tlc  Beatrice  had  only  $60 
million.  Equity  had  dropped  from 
$153  million  in  1991  to  just  $82 


The  late  Reginald  F.  Lewis 
A  certified  business  mogul. 


million,  while  debt  remained  con- 
stant at  $324  million.  With  Europe 
in  recession,  tlc  Beatrice's  operat- 
ing profits  were  down  52%  last  year, 
to  $47  million. 

While  the  recession  is  partly  to 
blame  for  the  earnings  decline,  it  is 
evident  that  Lewis  had  not  left  the 
company  in  strong  hands.  His  half 
brother,  Jean  S.  Fugett  Jr.,  formerly 
a  tight  end  for  the  Washington  Red- 
skins and  the  Dallas  Cowboys,  is 
chairman.  Albert  Fenster,  a  former 
Kaye,  Scholer,  Fierman,  Hays  & 
Handler  law  partner,  is  executive 
vice  president.  Neither  has  much 
experience  in  the  food  business  or  in 
Europe.  But  they  have  granted 
themselves  generous  five-year  con- 
tracts, which  include  a  $1  million 


payment  in  each  of  the  last  three 
years  as  well  as  a  special  bonus  of  up 
to  $2  million  each. 

Also  revealed  in  the  prospectus:  In 
the  last  year  of  his  life,  Lewis  paid 
himself  a  $22  million  salary — which 
represents  his  take  over  a  five-yea 
period.  This  on  top  of  the  $15  mil- 
lion he  charged  Beatrice  as  part  of  his 
fee  on  the  original  lbo. 

The  revelations  in  the  TLC  Beatrice 
prospectus  have  made  the  offering 
problematical.  It  could  be  postponed 
indefinitely. 

That's  not  good  news  for  lie's 
minority  shareholders.  They  have 
been  waiting  six  long  years  for  a  re- 
turn. Lewis'  4.6  million  shares  repre- 
sented just  half  of  the  equity.  Chief 
among  minority  shareholders  is  Carl- 
ton Investments,  which  was  the  pro- 
totype for  a  host  of  Drexel  Burnham 
partnerships  created  in  the  1980s  by 
Michael  Milken.  Into  these  partner- 
ships went  pieces  of  hard-to-finance 
deals  that  Milken/Drexel  skillfully 
floated.  Carlton  Investments,  with 
Milken  as  a  major  stakeholder,  owns 
2.4  million  shares,  or  26%,  of  TLC 
Beatrice.  The  rest  of  the  common  is  in 
the  hands  of  other  institutions.  All 
these  shares  are  unregistered. 

What  the  document  glossed  over 
was  this:  Carlton  Investments,  the 
other  original  Drexel  institutional 
clients,  as  well  as  the  holders  who 
purchased  their  shares  in  the  second- 
ary market  had  obtained  the  right  to 
demand  a  registration  of  their  hold- 
ings anytime  after  May  1993.  If  the 
company  did  not  comply,  these 
shareholders  could  put  their  hold- 
ings back  to  the  company  at  fair 
market  prices.  In  short,  these  key 
minority  shareholders  would  not 
have  to  wait  forever,  frozen  in  an 
illiquid,  minority  position. 

Recently  Jefferies  &  Co.  of  Los 
Aigeles  demanded  just  such  a  public 
registration  on  behalf  of  some  of  its 
clients.  The  company  was  quick  to 
act.  It  contacted  those  shareholders, 
asking  them  to  withdraw  their  de- 
mand for  registration.  What  did  it 
offer  in  return?  Most  likely,  an  immi- 
nent asset  sale. 

What  asset  sale?  Executives  at  TLC 
Beatrice  won't  say,  but  a  smart  guess 
is  that  the  company  is  offering  to  sell 
its  majority  stake  in  its  distribution 
business.  Jefferies  analyst  Sally  Over- 
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Reduce  vour  salt  intake. 


there's  one  thing  that  can  help  lower 
ur  hlood  pressure  this  year,  it's  a  new 
inge  Rover. 

Because  within  every  1994  County 
d  County  LWB  lie  the  kinds  of  fea- 
res  that  will  make  you  feel  comfortable 

winter  long. 

Like  an  electronic  traction  control 
stem  which,  along  with  advanced 
ti-lock  brakes,  offers  better  traction 
an  any  other  4x4. 


A  revolutionary  electronic  air  suspen- 
sion. Formidable  V-8  engine.  A  tastefully 
opulent  interior.  And  a  permanent  four- 
wheel  drive  system  that  w  ill  help  you 


RANGE  ROVER 


guide  snowplows  safely  along  their 
designated  routes. 

So  why  not  call  1-800-FINE  4WD  for 
your  nearest  dealer? 

Granted,  with  a  starting  price  of 
around  847,000*  the  County  and  even 
more  evolved  County  LWB  are  hardly 
inexpensive. 

But  then  again,  nothing  else  on  the 
road  is  better  equipped  to  help  you 
pass  the  salt. 


"I'm  proud  to  work  for  a  pharmaceutical  company  - 
within  Akzo  -  that  invests  a  large  part  of  its  income  in 
R&D.  New  or  improved  pharmaceuticals  are  important 
to  everyone's  well-being.  But  it  is  of  special  relevance 


here  in  Argentina.  Argentinean  law  does  not  p 
medical  patents, so  the  market  isflooded  with  hur 
of  me-too  products.  Despite  this  tough  competi 
we  have  doubled  our  sales  during  the  last  two 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  pp 
Some  60,000  people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write 
Akzo  America  Inc.,  Corp.  Comm.  Dept./SIO,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Roberto  Schverdfinger,  Ceneral  Manager  Organon  Argentina  SA: 


CREATING  THE  RIGHT  CHEMISTRY  AKZD 


Self  insurance  can  be  an  answer.  But,  have  you  thought  of  everything? 

Like  loss  control  services.  Expert  claim  handling.  Excess  coverages. 
Programs  like  these  from  Wausau  improve  your  self-insured  program. 
That's  a  fact,  not  an  assumption. 


^WAUSAU 

J^HB  NATIONWIDI  INSURANCE  GROUP 

Wausau  Insurance  Companies.  2(XX)  Westwood  Dr..  Wausau,  Wl  54401  1-800-542-5408  A+  A.M.  Best  Rating 


TLC  Beatrice 


Michael  Milken 


Bigger  worries  than  TLC  Beatrice. 


street  had  praised  that  business  ex- 
travagantly shortly  before  Lewis' 
death,  suggesting  that  U.S.  compa- 
nies seeking  access  to  the  European 
market  have  a  look  at  it. 

The  company  could  get  more  than 
enough  to  pay  down  its  debt  and  still 
have  some  cash  on  hand.  It  would  still 
own,  among  other  things,  well- 
known  local  ice  cream  brands  in 
Spain,  Germany,  Italy,  Belgium  and 
Denmark,  as  well  as  Tayto,  the  lead- 
ing snack  company  in  Ireland. 

As  Jefferies  analyst  Overstreet  im- 
plied, the  pieces  may  be  worth  more 
than  the  whole.  She  once  valued  the 
business  as  worth  $843  million  after 
paying  off  debt  and  shareholders  in 
subsidiaries;  that  works  out  to  $90  per 
Beatrice  share,  versus  a  recent  price  of 
around  $45. 

Meanwhile,  nearly  all  the  share- 
holders could  use  some  cash.  The 
Lewis  family  must  pay  estate  taxes. 
Michael  Milken  has  pledged  this  part- 
nership interest,  among  others,  as 
part  of  his  settlement  of  lawsuits.  Oth- 
er ex-Drexel  employees  have  agreed 
to  pay  the  government  $300  million, 
in  part  from  the  liquidation  of  Carlton 
Investments  assets. 

With  the  business  in  caretaker 
hands,  the  stock  and  earnings  lan- 
guishing and  all  the  major  sharehold- 
ers in  need  of  cash,  a  sale  of  the 
remaining  pieces  of  the  company, 
sooner  rather  than  later,  seems  inev- 
itable. In  that  case  a  lot  of  people 
could  make  a  lot  of  money.  Even  in 
death,  Reg  Lewis  has  the  golden 
touch. 
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Introducing  A  New  Way  To 
Buy  Mutual  Funds  From  America's 
Leading  Fund  Companies 


Invest  In  No-load  Funds  without  Transaction  Fees 
Through  Fidelity's  FundsNetwork1 
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low  you  to  invest  in  a  special 
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Invest  In  Your  Favorite  Funds 
Through  One  Easy  Source 

Today's  mutual  fund  investor  knows  that  diversifying  can  mean 
owning  funds  from  several  different  companies.  But  that  can 
mean  too  many  statements  and  phone  calls  to  manage  your 
money  as  effectively  as  you'd  like.  That's  why  Fidelity  joined 
together  with  many  of  the  nation's  best-known  fund  companies 
to  offer  you  a  better  idea:  it's  called  FundsNetwork.  Now 
through  FundsNetwork,  Fidelity  allows  you  to  invest  in  a  wide 
array  of  mutual  funds  all  available  in  one  place,  with  no  com- 
missions, no  loads  and  no  transaction  fees. 

Just  One  Call,  One  Statement 

You  don't  need  to  transfer  or  make  any 
changes  to  your  current  investments  to  take 
advantage  of  FundsNetwork.  You  simply  call 
Fidelity,  and  each  investment  you  make 
through  FundsNetwork  is  consolidated  on 
one  easy-to-manage  statement.  Best  of  all, 
it  also  means  having  Fidelity  service  avail- 
able to  you  24  hours  every  day. 

Call  today  for  your  free  FundsNetwork 
fact  kit. 


For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-9697 


Fidelity 


Investments* 

Discount  Brokerage 


4b 

For  more  complete  information,  including  management  fees  and  expenses,  call  for  free  prospectuses.  Read  them  carefully  before  you  invest  or  send  money  Fidelity  reserves 
the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right  to  charge  a  transaction  fee  if  you  make  five  or  more 
short-term  redemptions  (sales  of  shares  held  less  than  90  days)  on  no-transaction  fee  funds  in  a  six  month  period.  If  you  purchase  a  no-load  fund  and  pay  a  transaction  fee, 
you  will  be  obligated  to  pav  a  transaction  fee  upon  its  sale.  Share  prices  (except  for  money  market  funds),  yields  and  returns  will  vary.  Fidelity  Brokerage  Services,  Inc.  ("FBSI"), 
161  Devonshire  Street,  Boston,  MA  021 10.  Member  NYSE,  SIPC. 


With  shoes  that  light  up  in  the  night,  ailing  L.A.  Gear 
is  trying  to  make  a  comeback  in  a  sluggish  market 
where  even  its  bigger  competitors  are  suffering. 

Getting  beyond 
a  market  niche 


By  Damon  Darlin 

You  havk  TO  BE  a  little  bit  skeptical 
about  a  self  proclaimed  turnaround 
artist  with  slicked-back  hair,  a  ham 
merlock  handshake  and  a  know-it-all 
how-to  book  entitled  The  Turn- 
around Prescription. 

But  cut  Mark  Goldston,  38,  presi- 
dent of  L.A.  Gear  Inc.,  a  little  slack. 
Goldston  has  just  brought  w  hat  most 
people  considered  to  be  a  dead  brand 
name  back  to  life. 

Founded  in  1979  by  Robert 
Greenberg  and  Sandy  Saemann,  L.A. 
Gear  specialized  in  kicky  sneakers  that 
screamed  the  southern  California  life- 
style. After  a  slow  start,  success  came 
fast.  From  $11  million  in  1985,  sales 
shot  to  the  $820  million  mark  in 
1990.  With  its  unusual  use  of  colors 
and  shapes,  L.A.  Gear  had  established 
a  strong  niche  in  an  exploding  market. 
Going  public  in  1986,  L.A.  Gear  be- 
came the  quintessential  hot  stock. 
Selling  for  a  split-adjusted  $3  a  share 
or  less  in  1987,  it  sailed  straight  up  to 
more  than  $50  within  two  years. 

As  suddenly  as  it  went  hot,  L.A. 
Gear  went  cold.  As  its  quality  slipped 
and  its  image  became  passe,  buyers 
turned  to  Nike,  Asics  and  Fila  sports 
shoes  as  well  as  Doc  Martens,  Timber- 
lands  and  Converse  All-Stars.  Down, 
down,  down  went  sales,  until  last  year 
they  were  about  half  the  1990  level 
and  operations  were  deep  in  the  red. 

Signing  oddball  pop  star  Michael 
Jackson  to  design  and  promote  an 
"athletic"  shoe  didn't  help  any.  Even 
he  wouldn't  wear  the  buckle-laden 
monstrosity.  Besides,  L.A.  Gear  com- 
peted in  the  business  of  selling  and 
designing  flashy,  Asian-made  shoes 
with  Nike  and  Reebok,  both  of  which 
had  tar  more  advertising  firepower. 


By  1991  L.A.  Gear  counted  12 
million  pairs  of  shoes  in  warehouses 
and  only  $1.5  million  in  cash.  In 
September  of  that  year  Trefoil  Capital 
Investors,  an  investment  fund  man- 
aged by  Roy  E.  Disney's  Shamrock 
Holdings  Inc.  and  Stanley  Gold,  who 
helped  turn  around  Walt  Disney  Co., 
invested  $100  million  and  took  33% 
of  the  company.  Late  that  year  they 
brought  in  Goldston,  who  had 
worked  on  a  turnaround  at  Revlon 
Inc.  and  was  a  former  marketing  exec- 
utive at  Reebok.  The  new  investors 
then  kicked  out  the  founders. 

They  have  stanched  the  bleeding. 
While  Santa  Monica,  Calif. -based 
L.A.  Gear  is  selling  about  half  as  many 
shoes  as  it  did  in  its  peak  year  of  1990, 
its  costs  are  down  about  38%  and  it 
carries  almost  no  debt  other  than 
$150  million  in  convertible  deben- 
tures and  convertible  preferred  stock. 

GoldstoiTs  first  move  upon  be- 
coming president  was  to  stop  inven- 
tory from  piling  up  by  shutting  down 
production  at  contract  factories  over- 
seas for  70  days.  He  was  ruthless  with 
his  suppliers,  and  several  Korean  shoe- 
companies,  already  operating  on  a 
shoestring,  went  bankrupt  as  a  result. 
He  stopped  marketing  apparel,  a 
$14.2  million  moneyloser  in  1991. 
Goldston  then  began  a  fire  sale  of 
excess  inventory,  a  move  that  further 
hurt  the  already  soiled  brand  image, 
but  it  gave  the  company  close  to  $  1 00 
million  of  much-needed  cash. 

Next,  Goldston's  team  stopped 
selling  shoes  in  discount  outlets,  swap 
meets  and  7-Elevens,  in  favor  of  full- 
price  department  stores  and  shoe 
stores.  That  move  alone  cost  the  com- 
pany about  $  1 00  million  in  sales,  but 


it  helped  to  restore  the  quality  ima| 
and,  more  important,  boost  groi 
profit  margins  to  35%  this  year  froi 
slightly  more  than  20%  last  year. 

Goldston  applied  all  the  class 
tourniquets  to  the  hemorrhage 
cash.  Anv  expenditure  over  $2,5C 
had  to  be  approved  by  senior  managj 
ment.  L.A.  Gear  went  from  a  span 
thrift  company  to  a  tight  listed  on 
"We  had  the  best  balance  sheet  of  ar 
monevlosing  company  in  America, 
says  William  Benford,  chief  finanqj 
officer.  Headquarters  was  movt 
away  from  Marina  Del  Rev  to  le 
expensive   digs   in    Santa  Monic 
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L.A.  Gear's 
Mark  Goldston 
Can  he  sell 
serious 
shoes? 
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'Overnight  the  atmosphere  at  L.A. 
Gear  went  from  Hawaiian  shirts  to 
nonogrammed  shirts,"  says  John 
Koran,  who  runs  a  sporting  goods 
research  firm. 

Next:  Get  sales  moving  again.  For- 
y-five  new  managers,  many  of  whom 
bad  worked  with  Goldston  at  Ree- 
!ook,  came  aboard.  L.A.  Gear  had  few- 
new  products,  and  no  growth  prod- 
ucts. A  line  of  women's  workout 
shoes  was  throwing  off  cash,  but  such 
products  were  in  the  minority.  The 
ifesaver  turned  out  to  be  something 
he  previous  management  had  left 
oehind — a  new  line  of  walking  shoes 


and  children's  shoes  that  had  little 
lights  in  the  heels.  Goldston  tweaked 
the  technology  to  make  lights  that 
turn  on  when  pressure  is  exerted  in 
the  sole. 

These  twinkle-heels  got  a  lucky  bit 
of  national  publicity  with  the  story  of 
a  lost  girl  located  in  dense  woods 
because  she  was  wearing  L.A.  Lights. 
Children's  shoe  sales  are  up  about 
31%  over  last  year.  "We  had  a  legiti- 
mate hot  product,"  says  Goldston. 
Cash  flow  is  still  negative,  but  the 
company's  order  backlog  has  grown 
32%  from  last  fall,  to  $159  million. 

"Now  we  have  to  go  to  the  next 


level,  instead  of  saying  ''Whew,  we 
made  it,'  "  says  Goldston.  The  next 
level  won't  be  easy.  In  the  U.S.  the 
market  for  sports  shoes  is  sluggish; 
L.A.  Gear's  two  biggest  competitors 
are  hurting,  too.  Even  with  a  menac- 
ing advertising  slogan  for  the  L.A. 
Tech  adult  line — "You  gotta  own  the 
light  if  you  w  anna  own  the  night"— 
the  under-$100  twinkle-heel  shoe 
still  isn't  cool  with  adult  males,  partic- 
ularly teens  who  set  fashion  trends  for 
the  sports-shoe  buyers.  "I  like  the  little- 
lights,  I  even  thought  about  buying 
them,"  says  18-year-old  Robert  Riley 
of  Los  Angeles.  "But  if  I  get  chased  by 
the  police,  they  can  spot  me. "  ( Cops  in 
Virginia  actually  caught  someone  this 
way  earlier  this  year.)  Marcus  Slater,  6 
foot  8,  says:  "Little  kids  love  those 
lights,  but  Nike  is  the  only  serious  shoe 
for  basketball." 

The  company  is  also  cranking  out 
about  100  new  styles,  all  for  under 
$100  a  pair.  Taking  advantage  of  the 
booming  interest  in  rock  climbing, 
shoes  with  the  serrated  wedge-tread 
of  a  rock  climbing  boot  called  Gravity 
Gear  will  be  introduced.  The  Kombat 
Gear  line  of  "grunge"  style  boots  will 
continue.  Other  new  designs  include 
shoes  that  look  like  ski  boots.  L.A. 
Gear  thinks  it  has  found  a  marketing 
niche,  w  hich  is,  essentially,  an  updat- 
ing of  its  former  niche:  "It's  not  hard 
core.  It's  innovation  and  fun,"  Gold- 
ston says. 

But  L.A.  Gear's  aspirations  go  be- 
yond being  a  niche  player.  To  get  the 
key  adult  buyers  back,  Goldston  is 
betting  on  a  composite  material 
found  in  bullet-proof  vests  and  foot- 
ball shoulder  pads  that  he  thinks  is 
superior  to  the  cushioning  in  those 
"serious"  Nike  shoes.  Next  tall  20 
new  styles  of  shoes  retailing  for  $55  to 
$99  will  carry  the  "Flak"  moniker  and 
the  new  material. 

Last  month  the  company  reported 
its  first  quarterly  profit  in  three 
years — $7.2  million.  After  a  few  more 
rocky  quarters,  Gary  Jacobson,  of 
Kidder,  Peabody,  savs  it  should  report 
a  small  profit  of  about  $9  million  next 
year.  The  new  controlling  sharehold- 
ers are  not  yet  in  the  black  on  the 
money  they  injected,  but  they  are 
convinced  they  own  a  potentially 
valuable  brand  name.  "We  are  happy 
to  sit  here  and  grow  our  investment," 
says  Chairman  Stanley  Gold.  Hi 
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FDA's  David  Kessler  offers  to  protect  us  from  greedy 
corporations  and  unscrupulous  business  people. 
But  who  protects  us  from  ambitious,  media-wise, 
grasping  bureaucrats? 

Just  call 
me  "Doc" 


By  Peter  Brimelow  and  Leslie  Spencer 


"We  are  slipping  back  to 
the  turn  of  the  century, 
when  snake  oil  salesmen 
roamed  about.'1  U.S.  Food 
&  Drug  Administration 
Commissioner  David 
Kessler,  42,  waves  his  arms 
to  emphasize  the  point. 
"Never  has  there  been  a 
systematic  evaluation  of  vi- 
tamins," he  booms  dramatically  at  the 
packed  congressional  hearing  room. 
"The  marketplace  is  awash  in  unsub- 
stantiated claims.  It  is  time  to  do  what 
needs  to  be  done.11 

"In  the  end,  I'm  a  doc,11  Kessler 
once  told  People  magazine  in  one  of 
his  frequent  interviews.  (Forbes  did 
not  get  one.  After  Kessler's  press  of- 
fice questioned  us  pointedly  about 
our  other  sources,  we  were  told  he 
was  too  busy. ) 

But  this  man  who  likes  to  present 
himself  as  friendly  young  Doc  Kessler 
might  be  more  realistically  described 
as  "the  quintessential  D.C.  chame- 
leon11— as  Kim  Pearson  of  Food  & 
Drujj  Insider  Report  quips — with  an 
intense  drive  to  control.  Behind  Kess- 
ler's campaign  to  increase  FDA  vitamin 
health  claim  regulation:  a  Napoleonic 
lack  of  faith  in  markets  and  in  people's 
ability  to  take  care  of  themselves. 

With  the  Clinton  Administration's 
plans  to  put  politics  in  command  of 
the  health  care  business,  the  record  of 


Kessler  and  the  FDA  de- 
mand closer  scrutiny  (see 
following  story). 

Kessler's  political  drives 
were  evident  early.  After 
entering  Harvard  Universi- 
ty Medical  School,  he  spent 
two  years  at  University  of 
Chicago  Law  School,  and 
finished  his  law  degree  at 
Harvard  simultaneously  with  his 
M.D.  (Hold  the  yuppie  envy.  This 
seemingly  superhuman  feat  is  not  un- 
precedented among  those  seeking 
public  or  business  careers  and  is 
sniffed  at  by  doctors  concerned  with 
professional  standards.) 

Chicago  Law  Professor  Richard 
Epstein  recalls  Kessler  vividly:  "He 
was  a  good  student,  but  not  an  analyt- 
ical star  by  any  means.  You  knew  he 
wasn't  going  to  spend  his  life  poking 
around  people's  openings." 

Indeed  he  wasn't.  Kessler  fulfilled 
his  pediatrics  residency  in  a  Baltimore 
hospital  at  night,  devoting  days  to 
work  on  food  and  drug  legislation  as  a 
Capitol  Hill  staffer  for  Senator  Orrin 
Hatch,  a  job  the  conservative  Repub- 
lican gave  him  as  a  favor  to  Edward 
Kennedy.  President  Bush  named 
Kessler  FDA  Commissioner  in  1990. 

Kessler's  ambition  showed  most 
nakedly  in  his  campaign  to  be  retained 
by  Clinton  in  the  FDA  post.  In  a 
stunning  act  of  treachery,  Kessler 


1 


spoke  before  the  Food  &  Drug  Law 
Institute  in  December,  after  Bush  had 
lost  the  election  but  before  he  left 
office,  openly  deriding  the  deregula- 
tion espoused  by  the  man  who  ap- 
pointed him.  In  a  blatant  bid  for 
reappointment,  he  proclaimed: 
"What  a  significant  portion  of  the 
electorate  indicated  is  that  it  is  weary 
of  a  government  that  is  dictated  by 
special  interests." 

Kessler  even  refused  to  return  the 
formal  request  for  resignation  sent  to 
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Dr.  David  Kessler,  Food  &  Drug  Commissioner  in  the  Bush  and  Clinton  administrations 
Napoleonic  chameleon? 


aim  and  all  other  political  appointees, 
according  to  former  senior  Bash  offi- 
fcials.  (Kessler  denies  this.) 

"A  messenger  had  to  be  sent  to  pick 
m  up.  But  he  kept  working  furiously 
behind  the  scenes  to  keep  his  job.  .  .  . 
Even  during  the  campaign  he  tried  to 
schedule  dinner  with  Al  Gore,'1  insists 
one  Bush  Health  &  Human  Services 
Official  (who  like  others  declined  to 


speak  on  the  record,  claiming  to  fear 
Kessler's  vindictiveness).  He  thinks 
that  Kessler  was  desperate  to  be  re- 
tained, not  reappointed,  because  he 
knew  he  could  not  survive  another 
congressional  approval  process.  Too 
many  Republicans  felt  betrayed. 

Clinton  took  the  bait  and  asked  for 
Kessler's  retention.  Bush  spinelessly 
agreed. 


Kessler's  campaign  for  continued 
employment  by  a  liberal  Democratic 
Administration  was  apparently  long 
calculated.  Back  in  1990  he  picked 
Mary  Pendergast  from  the  FDA  gener- 
al counsel's  office  as  senior  adviser. 
Pendergast  is  married  to  David  Vla- 
deck,  close  colleague  of  Sidney  Wolfe, 
Ralph  Nader's  health  guru  at  Public 
Citizen.  Another  key  Kessler  appoint- 
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FDA  aide 
Mike  Taylor 
Gore  kin,  Kessler 
appointee. 


ment:  Mike  Taylor,  a  relative  of  Tip- 
per Gore. 

Kessler's  regular  meetings  with 
Public  Citizen's  Wolfe  reportedly  be- 
came an  embarrassment  to  the  Bush 
Administration.  And  Mary  Pender- 
gast  had  to  be  forced  by  industry  and 
White  House  pressure  to  "recuse" 
herself  from  the  fda's  breast  implant 
crackdown  because  of  a  potential  con- 
flict of  interest — Public  Citizen  sells 
breast  implant  litigation  kits  to  plain- 
tiffs' lawyers. 

Immediately  after  the  election, 
sources  say,  Kessler  started  encourag- 
ing U.S.  testing  of  the  French  abor- 
tion pill  RU-486  (see following story) . 
Previously,  he  had  argued  strenuously 
against  it  on  health  grounds.  (Kessler 
denies  this,  too. ) 

And  despite  that  law  degree, 
Kessler  seems  to  be  indifferent  to 
constitutional  problems  posed  by 
congressional  encroachments.  Last 
year,  for  example,  Representative 
John  DingeU  (D-Mich.)  shocked  ob- 
servers when  he  moved  his  staffer 
Claudia  Beville  into  the  FDA  for  sever- 
al months  while  investigating  FDA 
management  of  the  medical  device 
industry.  She  snooped  in  files  and 
interrogated  FDA  officials. 


"If  the  executive  branch  wanted  to 
resist,  they  would  have  compelling 
separation-of-powers  arguments,  and 
200  years  of  precedent,"  argues  for- 
mer U.S.  Attorney  Stephen  Mark- 
man.  But  Kessler  apparently  had  no 
intention  of  resisting  powerful 
congressmen. 

Notable  Kessler  campaigns: 

■  Orange  juice.  In  1991,  prompted 
by  complaints  from  two  competing 
orange  juice  makers,  David  Kessler 
ordered  U.S.  marshals  into  a  Minne- 
sota warehouse  to  seize  2,000  cases  of 
Procter  &  Gamble's  Citrus  Hill  Fresh 
Choice  orange  juice.  FDA  claims  P&G 
had  ignored  orders  to  delete  the  word 
"fresh"  from  the  label  of  this  recon- 
stituted juice.  But  this  trivial  com- 
plaint was  not  about  health.  It  was 
about  showing  the  iron  fist.  "This  had 
nothing  to  do  with  orange  juice.  And 
it  had  nothing  to  do  with  fresh," 
Kessler  was  repeatedly  quoted  as  say- 
ing at  the  time.  A  lieutenant,  Kenneth 
Feather,  told  the  press:  "We  want  to 
say  to  these  companies  that  you  don't 
know  when  or  how  we'll  strike.  We 
want  to  eliminate  predictability." 

■  Breast  implants.  Last  year  Kessler 
denied  a  woman's  right  to  choose 
silicone  breast  implants  by  practically 


driving  them  from  the  market.  H 
alleged  health  hazard.  But  forme 
Surgeon  General  Everett  Koop  rt 
portedly  startled  the  3,000  plastic  sui 
geons  at  a  recent  annual  conventio 
with  the  observation  that  the  FD 
investigation  (of  breast  implant! 
"smelled  to  high  heaven  .  .  .  there 
more  than  meets  the  eye." 

What  didn't  meet  the  eye:  femini: 
politics  and  the  influence  of  Naderii 
Sidney  Wolfe.  The  policy  Kessler  in 
posed  on  private  practitioners — to  a 
low  reconstructive  implants  for  mai 
tectomy  patients  but  not  for  cosmet 
purposes — is  obviously  irrational  i 
pure  health  terms. 

And  Kessler's  crackdown  has  deva: 
tated  the  entire  medical  device  indu: 
try.  Only  12  new  heart  valves,  high 
tech  surgical  instruments  and  the  lik 
were  approved  last  year,  compare 
with  47  in  1990.  Venture  capitalis 
have  turned  away.  Companies  ha\ 
started  building  plants  overseas. 

■  Vitamin  store  raids.  In  the  fda 
campaign  to  restrict  health  clain 
made  by  the  vitamin  industry,  th 
agency  raided  35  homes  and  healt 
food  stores  in  seven  states  this  year, 
claims  the  target  is  prescription  druj 
being  sold  illegally.  But  in  many  raic 
it  seized  nonprescription  vitamin 
There  have  been  allegations  that  FD 
officials  threatened  further  seizures 
store  owners  talked  to  the  press. 

■  Restricting  health  information 
Kessler  has  dramatically  increased  r< 
strictions  on  prescription  drug  advei 
tising  to  consumers  and  doctors,  pa; 
of  a  drive  to  centralize  information  i 
the  fda's  hands. 

"Drugs  approved  for  one  form  ( 
cancer  often  turn  out  to  help  anotl 
er,"  says  Emory  Professor  Paul  Ri 
bin.  "Doctors  used  to  learn  about  th 
through  industry  seminars,  mai 
ings  .  .  .  these  things  have  been  grea; 
ly  reduced  under  Kessler.  Secondai 
uses  are  not  illegal,  but  the  FDA  won 
let  companies  tell  you  about  them- 
unless  it  has  approved  them." 

But  even  Napoleon  was  defeate 
eventually.  There  are  signs  that  Kesi 
ler's  grandstanding  has  gone  too  fa 
even  for  the  Clinton  Administratior 
Says  one  former  White  House  stafT< 
in  touch  with  Clinton  officials:  "He 
grating  already." 

Maybe  Kessler  should  be  lookin 
for  new  openings.  ■ 
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School  principal  Pete  Carey 
i  a  s    goo  dreaso  n    to    believe  that 


NUCLEAR 


ENERGY    IS  GOOD 


7  O  R    THE     air  (and   the  kids). 


is  elementary  school  sits 
miles  from  a  nuclear 
3wer  plant  near  the 
ichigan-Ohio  border.  And 
ter  telling  you  about  his 
i ughter's  fast-pitch  soft- 
ill  team,  Pete  Carey  is 
ippy  to  tell  you  what  he 
inks  of  nuclear  energy. 


"The  biggest  bene- 
fit is  environmental.  It's 
efficient  and  it  doesn't 
pollute  the  air." 

There  are  more  than 
100  nuclear  plants  in  the 
U.S.  Because  they  don't 
burn  anything  to  make 
electricity,     they  help 


protect  our  environment 
and  preserve  our  natural 
resources.  For  Mr.  Carey's 
schoolchildren,  and  their 
children  as  well.  All  while 
providing  enough  elec- 
tricity for  65  million  homes. 

No  single  energy 
source  is  the  whole  answer 


to  America's  energy  needs. 
But,  as  Pete  Carey  will  tell 
you,  nuclear  energy  is  part 
of  the  answer. 

For  more  information, 
write  to  the  U.S.  Council  for 
Energy  Awareness.  P.O.  Box 
66080,  Dept.  C,  Washington, 

D  C.  20035.    ©  1993  usgea 
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fioything 


The  future  has  never  looked 
better.  Without  a  doubt,  the  new 
Accord  Sedan  from  Honda  is 
more  aerodynamically  beautiful 
than  ever.  A  classic  combination 
of  form  and  function. 

However,  a  closer  examination 
reveals  that  this  Accord 
is  unlike  any  you've  ever 
seen  before.  Everything 
about  it  has  changed, 
with  all-new  technology. 

Testing  showed  how 
changes  in  the  body's 
internal  structure  could 
reduce  road  noise.  So  we 
added  high-tech  baffling 
materials.  It's  very  quiet. 

To  make  the  Accord 
stronger,  we  reinforced 
the  outer  body  panels 
with  thicker  steel  and  we 
added  steel  beams  and 
pads  inside  the  doors. 
It  is  easy  to  see  why  the 
new  Accord  meets  the 
federal  side-impact  standards  for 
1997,  three  years  early. 

While  we're  on  the  subject  of 
safety,  you'll  find  that  driver's  and 
front  passenger's  airbags  SRS  are 
standard.  The  Accord  EX,  here, 
even  includes  a  refined  anti-lock 
braking  system  (ABS).  Which,  of 
course,  is  also  available  on  the  LX 
and  DX  models. 

The  compact  2.2  liter,  16-valve 


engine  in  the  new  Accord  will  be 
a  topic  of  engineering  lectures 
for  years  to  come.  The  version  in 
DX  and  LX  models  produces  130 
horsepower,  while  the  EX  model 
develops  145  horsepower,  the 
most  ever  in  an  Accord.  Both  are 


After  computer  analysis  of 
how  our  automatic  transmissk 
shifted,  our  engineers  designe 
new  transmission  so  smooth  a 
quiet  that  you  will  hardly  notk 
when  it  changes  gears. 

A  computer  inside  the  new 


fuel-injected  and  feature  Honda's 
innovative  second-order  balance 
system  that  cancels  vibrations 
that  cause  other  engines  to  twist 
and  shake.  Both  are  very  smooth. 

You'll  find  a  new  version  of  our 
Variable  Valve  Timing  and  Lift 
Electronic  Control  system  (that's 
VTEC  for  short)  increases  both 
power  output  and  fuel  efficiency 
in  the  Accord  EX  engine. 


Accord's  transmission  uses  an 
advanced  Grade  Logic  Contn 
System  that  can  detect  specia 
driving  situations,  such  as  hills 
stop-and-go  traffic.  Automatic; 
it  then  changes  the  transmissi 
shift  points  for  the  best  possib 
performance.  For  example,  it 
knows  when  the  Accord  is  go 
uphill  and  shifts  to  third  gear  fl 
more  pulling  power. 


©  1W  American  Honda  MntnrCu.,  Inc. 


se  is  history 


Grade  Logic  is  smart  enough 
know  the  difference  between 
)  and  down,  too.  When  going 
pwnhill,  it  downshifts  to  help 
i  ntrol  your  speed.  Which  adds 
liigher  level  of  refinement  and 
irther  driving  enjoyment 


well.  Their  concave  design  frees 
up  more  knee  room  for  those 
passengers  riding  in  the  back.  Up 
front,  a  padded  center  armrest 
with  storage  is  ideally  positioned 
for  driver  and  passenger  comfort 
in  the  new  Accord. 


On  the  inside,  you'll  find  the 
)k  is  warm  and  inviting,  with 
casing  textures  and  soft,  plush 
)rics.  A  rich,  leather-trimmed 
erior  is  available  on  the  Accord 
i  model,  naturally. 
:  Seats  have  been  reshaped  to 
:tter  fit  your  shape.  They  are 
der  and  more  supportive  in 
fe  hip,  back  and  shoulder  areas. 
:ie  front  seatbacks  are  new  as 


The  new  instrument  panel  is 
a  model  of  intelligent  design  and 
layout.  It  gracefully  wraps  around 
the  interior  and  is  darker  on  top 
to  reduce  irritating  glare.  Gauges 
are  large  and  easy  to  read.  And 
switches  are  right  where  they 
should  be.The  center  console  is 
slanted  to  improve  your  access 
to  heater  and  ventilation  controls 
and  audio  components. 


Honda  engineers  wrote  the 
book  on  ride  and  handling.  The 
Accord  adds  yet  another  chapter. 
Its  four-wheel  double  wishbone 
suspension  system  expertly 
soaks  up  bumps,  dips  and  rough 
pavement  without  sacrificing 

responsiveness  or  agility. 
You'll  find  that  it  tracks 
steadily  and  accurately 
through  tight  curves  and 
comers,  responding 
immediately  to  steering 
inputs  from  the  driver. 
At  highway  speeds,  you'll 
feel  more  comfortable 
and  in  complete  control. 

But  since  you  need 
to  feel  the  road,  we  have 
designed  a  new  power 
steering  system  to  do 
the  same.  It  works  like 
this.  As  you  turn  the 
steering  wheel,  it  senses 
I  resistance  from  the  tires 
and  provides  a  precise 
amount  of  power  assist  It  never 
feels  unnecessarily  heavy,  numb 
or  over-assisted. 

The  Accord  has  always  had  a 
history  of  sending  everybody 
else  back  to  the  drawing  board. 
With  the  new  Accord,  history  is 
bound  to  repeat  itself. 

ACar  Ahead 
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When  you're  in  the  business  of  taking  risks, 
the  last  risk  you  need  to  take  is  with  your  insurance  company. 


Today's  unpredictability  can  be  a  financial  institution's  greatest  source. of  risk.  So  wby  add  to  that  i 
with  an  insurance  company  that  may  not  be  able  to  back  you  up? 

For  the  past  27  years,  Chubb's  specialized  Department  of  Financial  Institutions  has  been  providin 
sound  risk  management  solutions  for  banks,  brokerages,  investment  banks,  mutual  funds,  and  insurance  cc 
panies.  A  coordinated  team  of  experts  allows  Chubb  to  build  relationships  based  on  trust  and  performance 

In  a  world  where  anything  can  happen,  Chubb  has  the  strength  and  stability  to  be  there  if  it  happc 
to  you.  Ask  your  agent  or  broker  about  Chubb,  or  call  1-800-36  CHUBB. 


Insure  your  world  with  Chubb 

ft-or  promotional  purposes,  Chubh  refers  ro  member  insurers  of  the  Chuhh  Group  of  Insurance  Companies  wlio  issue  coverage.  Chubb  is  proud 
•jso  participate  in  "American  Playhouse."  Watch  for  it  on  PBS.  Photographed  at  The  Winter  Garden  at  The  World  Financial  Center. 


CHUE 


,s  Congress  mulls  plans  for  taking  over  the  American  health  care 
ystem,  it  might  first  take  a  fresh  look  at  what  politics 
[as  already  done  to  the  drug  industry. 

ood  and  drugs 
and  politics 


i  Peter  Brimelow  and  Leslie  Spencer 

°y  mother  had  liver  cancer.  All  the  specialists  said 
e  available  treatments  will  make  yon  really  sick, 
id  if  you're  lucky  you'll  live  another  few  months. 
A  few  doctors  did  say,  'If  it  were  my  mom,  Fd  go 

Japan.'  American  doctors  know  about  the 
'eater  experience  with  the  treatment  of  primary 
ier  cancer  in  Asia.  But  they  are  afraid  to  go 

thin  a  hundred  miles  of  any  decision  involving 
drug  that's  not  approved  by  the  Food  &  Drug 
dministration. 

We  found  a  chemotherapy  clinic  in  Kumamoto,  run  by  a 
ctor  with  a  Ph.D.  and  M.D.,  a  masters  in  biochemistry 
om  the  University  of  California  at  Davis  and  several  years 

staff  at  Harvard  Medical  School.  He  had  supervised  a 
n-year  clinical  trial  published  in  refereed  U.S.  cancer 
urnals  showing  a  history  of  40%  three-year  survival  rates 
•th  advanced  liver  cancer.  I  found  cancer  patients  there 
11  going  after  six  years. 

No  testing  of  the  drug  he  used  had  ever  even  been  done  in 
e  U.S.  Fests  cost  so  much  and  take  such  a  long  time. 
But  it's  brutal  of  the  Food  &  Drug  Administration  to  tell 
ncer  patients  who  are  going  to  die  anyway  that  they  don't 
ve  the  option  to  try  existing  remedies.  We  had  to  abandon 
e  U.S.  legal  and  medical  systems  and  put  her  in  a  Japanese 
spital,  away  from  her  home,  her  family  and  friends,  her 
g,  her  belongings.  .  .  . 
When  her  treatment  was 
lished,  they  gave  us  a  sim- 
?  intravenous  medicine  to 
ing  home.  No  one  would 
^minister  it  here  because  it 
isn't  approved  for  use  in 
U.S.  We  had  to  drive  her 
ien  hours  round  trip  across 
e  border  to  Fijuana  for  a 
uple  of  days  every  week. 
Tom  Hazlett,  economist, 
University  of  California 
at  Davis 

onk  ally,  Hazlett  had  of- 
cited  the  Food  &  Daig 
Iministration  in  class.  He 
v  it  as  a  classic  example  of 


An  Eli  Lilly  drug  application  in  1985 
Since  then,  it's  doubled. 


the  "invisible"  cost  problem  that  pervades  regula- 
tory bureaucracies.  With  his  mother's  illness  Haz- 
lett had  a  direct  demonstration  of  both  the 
financial  and  the  emotional  costs. 

Economists  can  readily  measure  some  of 
these  "invisible11  costs  paid  by  the  American 
public  because  of  the  FDA.  For  example,  a  1967- 
76  delay  in  approving  the  beta-blocker  com- 
pounds that  treat  hypertension  and  other  car- 
diovascular disease  was  responsible  for  an  esti- 
mated 10,000-plus  deaths  annually.  But  the  victims  are 
usually  voiceless.  So  they  don't  count.  Neither  politicians 
nor  the  FDA  need  pay  them  heed.  Unforeseen  deaths  from 
use  of  new  drugs,  however,  mean  headlines. 

The  FDA  makes  its  presence  felt  more  widely  than  most 
Americans  realize.  The  federal  agency's  oversight  author- 
ity ranges  over  food,  food  additives,  drugs  and  medical 
devices,  TVs  and  microwave  ovens.  And  pet  products — yes, 
Fido  and  Mittens  are  in  its  care,  too.  An  estimated  25  cents 
of  every  dollar  spent  by  consumers  falls  within  the  FDA 
empire.  It  is  often  called  the  largest  consumer  protection 
agency  in  the  world. 

As  a  consumer  protection  agency,  the  FDA's  press  is 
typically  uncritical — except  sometimes  to  say  it  isn't  doing 
enough.  A  particularly  credulous  article  in  Business  Week 

recently  concluded  with 
the  view  that  "[Commis- 
sioner David]  Kessler  has 
brought  the  FDA  into  the 
20th  century."  The  maga- 
zine's editors  missed  the 
unconscious  humor  in  the 
claim:  1993  is  rather  late  for 
joining  the  20th  century. 

Indeed,  the  modern  FDA 
isa  characteristic  mid-20th- 
century  institution.  It  is 
deeply  rooted  in  unlimited 
enthusiasm  for  government 
regulatory  intervention, 
naive  confidence  in  legalis- 
tic processes  and  an  un- 
thinking insensitivity  as  to 
means.  Aid,  of  course,  it 
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FDA 


LEFl 

U.C.  Davis' 
Tom  Hazlett 
Mother  FDA 
victim? 

RIGHT: 

Dr.  David  Kessler 
Fears  "snake  oil 
salesmen." 


provides  a  very  handy  platform  for  publicity-hungry 
congressmen. 

Characteristic  statist  symptoms  exhibited  by  the  fda: 

■  Out- of- control expansion:  The  fda  has  expanded  remark- 
ably since  the  1960s.  Total  staff:  now  9,000,  up  from 
7,800  in  1990  and  1,678  in  1960.  It  is  constantly  looking 
for  new  items  to  regulate  as  an  excuse  to  get  more  money 
from  Congress,  fda  imperial  ambitions  in  the  pharmaceu- 
tical area  go  even  beyond  U.S.  borders:  Despite  industry 
protest,  it  is  working  diplomatically  to  impose  U.S. -type 
drug  approval  standards  (invariably  more  stringent)  on 
other  countries. 

■  Browbeating  those  subject  to  its  jurisdiction:  The  FDA 
empire's  drug  company  subjects  whimper  about  its  rule.  A 
sample  complaint:  Any  drug  application  is  handled  by 
several  different  people.  Chronic  lack  of  communication 
results  in  confusing  and  contradictory  instructions. 


Few,  however,  whimper  very  loudly.  The  gadfly  Hern- 
don,  Va. -based  biweekly  Food  &  Drug  Insider  Report, 
published  by  lawyer  Kim  Pearson,  found  that  84%  of 
companies  polled  in  1991  reported  declining  to  file  a 
complaint  against  the  fda  for  fear  of  retaliation. 

You  can  scarcely  blame  the  companies  for  being  afraid  to 
complain.  Three  years  ago  David  Kessler  was  appointed 
FDA  chief  in  the  wake  of  the  1989  generic  drug  scandal  that 
saw  four  fda  employees  convicted  of  taking  'illegal 
gratuities.'1''  He  was  supposed  to  cleanse  the  place.  But 
now  Barr  Laboratories,  whose  chief  executive  was  a 
whistle-blower  in  the  case,  has  sued  the  fda,  claiming  that 
the  company  has  been  punished  for  its  whistle -blowing  by 
subsequent  inordinate  delays  and  inspections.  (The  case  is 
pending;  an  fda  countersuit  failed  to  shut  down  Barr's 
operations  for  compliance  violations.) 

The  fda  does  not  take  kindly  to  being  crossed  in  court. 
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Food  &  Drug  Insider  Report  quoted  one  ruffled  FDA 
enforcement  staffer  huffing  about  recent  legal  challenges: 
"We  have  depended  on  the  ability  to  selectively  target 
companies  .  .  .  and  to  issue  findings  without  fear  of  being 
second-guessed  by  some  tinhorn  judge." 

■  Lengthening  '  drug  lag":  Because  of  increased  FDA 
supervision,  the  U.S.  has  become  notably  slow  in  the 
development  and  marketing  of  new  drugs.  The  lag  from 
synthesis  of  a  promising  new  chemical  compound  to  its 
approval  for  sale  as  a  medicine  climbed  from  8  years  in  the 
1960s  to  14  years  today. 

In  1973,  only  1 1  years  after  legislation  establishing  the 
FDA's  current  mandate,  University  of  Chicago  Graduate 
School  of  Business  economist  Sam  Peltzman  examined 
new  drug  innovation  rates  and  found  that  there  had  been  a 
50%  drop  in  the  number  of  drugs  that  reached  the  market 
each  year.  He  found  no  corresponding  increase  in  safety  or 
effectiveness. 

A  recent  study  by  Tufts  University's  Center  for  the 
Study  of  Drug  Development  showed  that  80%  of  drugs 
approved  by  the  FDA  between  1987  and  1989  were 
available  earlier  in  other  countries — by  an  average  of  about 
six  years.  With  this  delay,  the  fda  was  in  effect  killing 
Americans. 

■  Increasing  drug  costs:  It  cost  an  average  of  $231  million 
to  develop  each  drug  approved  during  the  1980s,  more 
than  double  the  inflation -adjusted  cost  in  the  previous 
decade,  according  to  a  1991  survey  by  the  Tufts  ("enter. 
Congressional  fda  allies  ordered  an  Office  of  Technology 
Assessment  report,  hoping  to  refute  Tufts.  But  OTA 


concurred. 

"Most  of  that  cost  increase  has  been  regulation  driven," 
says  Leigh  Thompson,  chief  scientific  officer  at  Eli  Lilly. 
He  notes  that  in  1985,  before  drug  approval  applications 
were  computerized,  one  Lilly  submission  weighed  4,000 
pounds  and  filled  an  entire  room.  Since  then,  fda  data 
requirements  have  almost  doubled. 

■  Stunting  new  drug  development:  Research  into  treat- 
ments for  chronic  ailments  like  Alzheimer's  disease  and 
multiple  sclerosis  is  discouraged  by  the  fda  system.  These 
ailments  are  not  cured  but  ameliorated.  Sometimes  the 
improvement  is  subtle  and  occurs  over  a  long  period.  The 
questions  of  judgment  involved,  and  the  length  of  time 
necessary  for  clinical  trials,  can  make  it  impractical  to  prove 
effectiveness  to  fda  standards. 

Similarly,  all  but  the  most  minor  changes  in  medical 
device  design  and  manufacturing  now  require  FDA  approv- 
al. This  works  to  discourage  improvement  and  encourage 
use  of  old,  inferior  technology. 

■  Distorting  drug  industry  structure:  Startup  biotech  firms 
often  have  no  revenues.  So  protracted  fda  delay  can  cause 
financial  "flameout"  and  bankruptcy.  "The  fda  just 
doesn't  want  to  know  how  much  they  discourage  these 
kinds  of  investments,"  says  Peter  Barton  Hutt,  former  FDA 
chief  counsel  and  a  leading  Washington  food  and  drug 
lawyer  who  serves  on  several  biotech  boards.  "Venture 
capital  goes  a  lot  further  abroad." 

Larger  drug  companies  have  been  able  to  pass  FDA- 
driven  costs  on  to  consumers.  But  now  these  companies 
are  under  fire  for  the  high  cost  of  their  products.  If  the 
Clinton  health  plan  imposes  price  controls  on  them,  the 
pharmaceutical  companies  may  have  no  choice  but  to  rein 
in  research  and  development  of  new  drugs.  This  is  almost 
certainly  the  message  of  Merck's  announced  $6  billion 
purchase  of  Medco  Containment  Corp.,  a  discount  drug 
distribution  company,  combined  with  staff  cutbacks  in 
their  current  operations. 

Big  business  notoriously  seeks  to  benefit  from  FDA-style 
regulation.  Big  drug  companies  have  been  oddly  ambiva- 
lent about  the  mounting  fda  paper  burden.  Chicago 
economist  Sam  Peltzman's  suspicion:  Once  a  drug  is 
finally  approved,  fda  rules  delay  the  emergence  of 
competitors. 

And  the  large  companies  quickly  lined  up  in  support  of 
the  fda's  new  "user  fee"  tollgate  tax,  its  latest  solution  to 
its  chronic  approval  backlog.  This  requires  companies  to 
cough  up  $100,000  with  every  new  drug  application,  and 
possibly  as  much  as  $230,000  by  1997 —  proportionately 
much  more  punishing  for  small  biotech  and  medical 
device  firms. 

Exceptions  prove  the  rule.  The  same  agency  that  holds 
up  potentially  useful  drugs  tends  to  become  lax  when 
politically  fashionable  products  come  before  it.  Thus  the 
agency  has  responded  to  feminist  pressure  to  approve  the 
very  failure-prone  "female  condom"  and  to  encourage 
U.S.  testing  of  the  high  risk  French  RU  486  abortion  pill. 
And  it  allowed  early  distribution  of  azt  and  DDC  AIDS 
treatments. 

Hut  why  should  aids  sufferers  and  feminists  get  better 
treatment  than  people  who  suffer  from  cancer,  heart 
disease  or  arthritis?  No  medical  reason — but  AIDS  sufferers 
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and  feminists  make  more  political 
noise  than  do  cancer  victims. 

This  politically  sensitive  agency 
traces  to  Progressive  Era  legislation, 
notably  the  1906  Food  &  Drugs  Act, 
inspired  by  Upton  Sinclair's  muckrak 
ing  novel  The  Jungle  And  its  portrait  of 
horrible  conditions  in  the  Chicago 
stockyards.  But  the  burden  generally 
rested  with  the  FDA  to  prove  adultera- 
tion or  misbranding  before  banning 
food  or  drugs. 

Then  in  1962  there  was  panic  over 
thalidomide,  a  sedative  that  caused 
birth  detects.  Actually,  thalidomide 
had  never  been  approved  in  this  coun- 
try, because  of  FDA  oversight  under 
existing  law.  But  Congress  seized  the 
opportunity  to  pass  amendments  to  the 
Food  &  Drugs  Act.  These  empowered 
the  FDA  to  require  that  a  new  drug  not 
only  be  safe — but  also  effective. 

For  some  decades  before  1962  new 
drugs  could  automatically  be  sold  un- 
less the  FDA  objected  within  60  days  of 
an  application.  After  1962,  without 
an  affirmative  finding  of  safety — as 
well  as  effectiveness — no  drug  could 
reach  the  market. 

Question:  Why  should  the  federal 
government  be  in  the  business  of 
deciding  which  medicines  are  effec- 
tive anyway?  Previously,  drugs  that 
didn't  work  tended  to  fail  in  the  mar- 
ketplace, like  any  other  product.  And 
safety  was  policed  by  the  common  law 
of  liability  and  contract,  besides  FDA 
oversight. 

But  in  its  haste  to  be  seen  to  be 
doing  something  in  the  wake  of  the 
thalidomide      disaster,  Congress 
abridged  the  freedom  of  Americans 
and  their  doctors  to  experiment  and 
take  risks.  To  a  much  greater  extent 
than  in  other  industrialized  countries, 
Big  Brother  was  declared  better  able 
to  judge  what  is  good  for  us  than  we  ourselves  are.  As  is 
always  the  case  with  any  Big  Brother,  he  fears  errors  of 
commission,  for  which  he  can  easily  be  blamed.  But  errors 
of  omission,  such  as  "drug  lag,"  are  hidden. 

"They  don't  have  to  prove  anything.  They  can  just  say 
'I'm  not  sure,  go  do  five  more  tests,'  "  says  food  and  drug 
lawyer  Peter  Barton  Hutt.  "The  people  who  do  premarket 
approval  at  fda  are  like  little  kings  and  queens  in  their 
kingdom.  They  can  have  more  power  over  the  economy 
and  technological  development  than  the  chairman  of  the 
board  of  the  largest  pharmaceutical  company." 

Another  20th-century  development  is  complicating  the 
FDA's  life.  A  creation  of  Congress,  the  FDA  has  increasingly 
become  the  creature  of  Congress.  Although  in  theory  an 
executive-branch  entity,  the  FDA  has  come  under  the  almost 
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FDA  oversight  chairma 
Violates  separation 


n,  John  Dingeli 
of  powers? 


total  sway  of  Congress,  notably  two  chairmen  of  Hous 
Energy  &  Commerce  subcommittees:  Oversight  &  Invest 
gations'  John  Dingeli  (D— Mich.)  and  Health  &  Environ 
merit's  Henry  Waxman  (D-Calif.). 

Dingeli  is  famous  for  grabbing  ink  and  time  on  the  tub 
by  staging  widely  publicized  hearings,  for  example,  abou 
alleged  blunders  in  the  drug  approval  process.  Dingeli' 
frequent  demands  for  fda  documents  are  known  through 
out  Washington  as  "Dingeli  grams."  They  often  requir 
dozens  of  fda  staff  to  stop  their  assigned  jobs  for  weeks  at 
time  as  they  feed  the  photocopiers — fearing  public  retri 
bution  if  a  document  leaked  previously  by  a  disgruntle^ 
fda  mole  is  found  to  be  missing. 

Congress  has  figured  out  a  way  to  control  detailed  fd 
policies  via  legislation.  It  builds  restrictions  on  fda  actio: 
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nto  the  legislation  itself.  Thus  the  1990  Nutrition  Label- 
ing and  Education  Act  contained  a  deadline,  after  w  hich, 
f  the  agency  failed  to  produce  final  implementing  rules,  a 
larsher  version  would  become  law. 

This  political  rat's  nest  offers  great  opportunities  for 
elf- appointed  custodians  of  the  public  weal,  most  notori- 
)usly  Sidney  Wolfe  of  Ralph  Nader's  Public  Citizen.  And 
t  inevitably  breeds  supremely  political  animals — none 
nore  so  than  Commissioner  Kessler  (see  previous  story) . 

Would  the  public  be  protectionless  without  the  power- 
urasping  of  Messrs.  Dingell,  Waxman  and  Wolfe?  Of 
course  not.  There  are  simpler  and  more  efficient  ways  to  do 
I  he  job. 

i  Some  experts,  such  as  Sam  Kazman  at  Washington 
p. C. -based  Competitive  Enterprise  Institute,  propose 
modified  regulation  plus  the  common  law  of  negligence, 
jrhe  FDA  would  be  a  certifying  agency  without  veto  power. 
fYnd  drugs  could  also  be  approved  by  authorities  like  other 
countries'  health  agencies,  private  research  centers  and 
universities. 

I  In  effect,  the  FDA  would  have  to  compete  for  trustwor- 
thiness. Everyone  else  would  have  more  freedom — and 
responsibility. 

i  A  consumer  could  choose  to  use  a  doctor-prescribed 
jirug  knowing  that  it  had  not  passed  the  FDA  but  had  been 
.pproved  in,  say,  Britain.  If  something  went  wrong,  the 
consumer  might  have  to  bear  the  consequences. 
[  More  radically,  Emory  University  professor  of  econom- 


ics Paul  Rubin  suggests  that  pharmaceuticals  could  be 
handled  through  contract  law.  Drug  companies  would 
contract  with  the  consumer  through  warranties,  possiblv 
arranged  by  health  maintenance  organizations  and  insur- 
ance companies.  Price  would  van,',  for  example,  reflecting 
different  levels  of  compensation  for  the  risk  of  unforeseen 
side  effects. 

Don't  count  on  any  such  sensible  reforms  soon.  If  the 
Clinton  health  plan  passes  in  any  form,  we  will  have  more, 
not  less,  power  for  government.  "Price  controls  mean  that 
pharmacology  becomes  more  politicized  than  ever,"  says 
Kazman  of  the  Competitive  Enterprise  Institute.  "When 
the  country  becomes  one  big  HMO,  price  will  be  a  factor  in 
drug  approval  decisions — which  drugs  should  be  allowed 
in  the  national  financial  interest?" 

Tom  Hazlett's  mother  died  last  year,  her  last  months 
made  unnecessarily  difficult  by  the  lengths  her  family  had 
to  go  to  ensure  they  had  done  everything  to  save  her. 

"Faced  with  my  mother's  choices,  what  was  the  benefit 
of  not  allowing  a  doctor  to  treat  her  here?"  Hazlett  asks. 
"My  father  and  I  thought  then,  and  I  still  think,  we  made  a 
reasonable  decision.  The  FDA  just  assumes  it  knows  what's 
best  for  everyone.  But  this  was  a  technology  it  didn't  even 
know  about. 

"The  FDA  imposes  huge  costs.  It  tortures  people.  It  tears 
families  apart." 

Such  is  the  current  faith  in  the  powers  of  government, 
however,  that  such  "invisible"  costs  are  rarely  reported.  WM 
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Roger  Norian  hasn't  done  much  for  Kerr  Group, 
but  he's  done  very  nicely  for  himself. 

Ask  not  what  you 
can  do  for  your 
company 


By  Kate  Bohner 


If  ever  a  little  company  needed  new 
management,  it's  Los  Angeles- based 
Kerr  Group,  Inc.  When  Roger  Norian 
was  promoted  to  chief  executive  of 
Kerr  in  1982,  he  was  taking  the  helm 
of  a  basically  sound  company  that 
faced  a  strategic  dilemma.  Should  it 
stay  in  its  old  business,  making  glass 
bottles  and  jars?  Or  branch  into  some- 
thing new? 

Norian,  then  38,  decided  to  do  a 
little  of  both.  He  concluded  that 
Kerr's  big  competitors — primarily 
Owens-Illinois  and  Ball  Corp. — had 
dominated  the  market  for  beer  and 
soft  drink  bottles  with  standardized 
sizes.  As  a  small  glass  bottle  producer 
in  a  capital-intensive  business,  Kerr 
couldn't  compete.  So  in  1983  Norian 
sold  four  glass  container  plants  to 
National  Can  for  between  $90  mil- 
lion and  $95  million. 

Norian  kept  Kerr's  business  of 
making  glass  jars  for  packaging  pea- 
nut butter,  mayonnaise  and  other  su- 
permarket staples,  plus  some  small 
sideline  operations  that  made  metal 
caps  for  beer  bottles  and  plastic  caps 
for  medicine  vials.  But  image  prob- 
lems dogged  Kerr's  glass  jar  opera- 


tions. Early  last  year  Norian  threw  in 
the  towel  and  sold  the  glass  jar  opera- 
tions to  Ball  for  approximately  $70 
million. 

Eleven  months  later  Norian  sold 
the  moneylosing  bottle  cap  division. 
That  reduced  Kerr  to  a  company  with 
two  basic  businesses:  manufacturing 
plastic  closures  for  pharmaceuticals, 
food  and  spirits  as  well  as  other  con- 
tainers; and  consumer  goods  such  as 
cookbooks  and  kits  for  home -preserv- 
ing fruits  and  vegetables.  Neither  has 
much  growth  potential. 

With  all  the  asset  sales,  Kerr's  reve- 
nues have  drooped  from  around  $500 
million  when  Norian  took  over  to  a 
likely  $128  million  this  year.  Nothing 
necessarily  bad  about  that.  But  the 
smaller  company  is  not  a  more  profit- 
able company.  During  Norian's  12- 
year  reign,  Kerr  has  made  money  less 
than  half  of  that  time.  Last  year  it 
earned  a  scant  48  cents  a  share  on 
revenues  of  $126.6  million.  Including 
operations  discontinued  last  year  Kerr 
had  a  net  loss  of  96  cents  a  share. 

Kerr's  New  York  Stock  Exchange - 
traded  stock  has  plunged  from  a  high 
of  around  21  when  Norian  took  over 


to  a  low  of  4V2  this  year.  Compare  this 
with  well  managed  Ball  Corp.,  which 
has  been  consistently  profitable  for 
the  past  decade. 

If  Kerr  hasn't  done  much  for  its 
shareholders,  it  has  done  very  nicely 
by  Roger  Norian.  Over  the  last  three 
years  Kerr  paid  Norian  more  than 
$1.8  million,  cash,  in  salary.  Curious- 
ly citing  Norian's  help  in  selling  the 
glass  jar  operations,  Kerr's  board  even 
gave  Norian  $873,886  to  help  finance 
a  fancy  home  in  Santa  Monica.  Fumes 
New  York  money  manager  Mario  Ga- 
belli,  whose  Gabelli  Funds,  Inc.  ow  ns 
almost  30%  of  Kerr:  "I  only  wish  the 
shareholders  had  been  compensated 
as  handsomely  as  he  [Norian]  has 
compensated  himself." 

But  the  handwriting  may  well  be  on 
the  wall  for  Roger  Norian.  According 
to  sources  close  to  Kerr,  some  compa- 
ny insiders  and  shareholders  are  toy- 
ing with  the  idea  of  acquiring  the 
15.3%  of  Kerr  that's  owned  through 
the  company's  two  Employee  Stock 
Ownership  Plans,  as  well  as  Gabelli's 
30%  holding  and  some  small  share- 
holders' stakes. 

Once  in  control,  they'd  probably 
dump  Norian  and  work  at  cutting 
Kerr's  overhead.  There's  plenty  to 
cut.  On  top  of  paying  himself  hand- 
somely, Norian  has  created  a  large 
headquarters  staff  and  housed  it  on 
three  floors  of  very  expensive  office 
space  in  west  Los  Angeles'  Century 
City  complex,  far  from  Kerr's  plastic 
bottle  cap  making  facilities  in  the 
Northeast. 

Jack  Brennan,  the  former  head  of 
Kerr's  plastics  division,  says  $1  million 
(30  cents  a  share)  could  easily  be  cut 
from  Kerr's  overhead. 

Under  new  management,  what 
might  Kerr  Group  be  worth?  There's 
some  $40  million  in  subordinated 
long-term  debt  on  the  books,  but 
Kerr  has  $5.4  million  ( $  1 .47  a  share ) 
in  cash  and  a  strong  3-to-l  ratio  of 
current  assets  to  current  liabilities.  If 
Kerr?s  business  improved  and  new 
management  chopped  overhead,  it's 
not  inconceivable  that  the  company 
could  earn  $1  a  share  within  a  couple 
of  years. 

Bottom  line:  A  better- managed 
Kerr  might  sell  for  twice  its  current 
market  value.  But  that  would  proba- 
bly require  Kerr's  dislodging  Roger 
Norian.  ■) 
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For  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  an  eleganl  Pa(ek  Philippe  eollcclor's  l«><>k.  send  $15  or  lor  curreni  brochures,  please  write: 
Palek  Philippe.  One  Rockefeller  Plaza,  Suii<-  «>.{()  (F).  New  York.  M  10020. 
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Before  writing  a  check  to  the  old  Alma  Mater,  check 
out  recent  issues  of  The  Chronicle  of  Higher  Education. 

Higher  education 
and  low  comedy 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


If  YOU  liked  Alice  in  Wonderland, 
you  will  love  The  Chronicle  of  Higher 
Education,  the  trade  publication  of 
academia.  Just  one  issue — dated  the 
13th  of  October,  for  those  w  ho  are 
superstitious — contained  stories 
about  professors  that  make  you 
wonder  if  academics  ever  grow  up. 

In  that  issue,  New  York  University 
advertised  for  a  faculty  member  in 
the  performing  arts,  for  what  it  called 
"Gendered  Performance."  The  spe- 
cific duties  of  the  job  include  "drag, 
transvestite  performance,  queer  theo- 
ries." The  university  "encourages 
applications  from  women  and  mem- 
bers of  minority  groups."  None  of 
the  usual  stuff  about  being  an  "equal 
opportunity/affirmative  action  em- 
ployer" that  we  have  grown  so  used 
to  that  its  internal  contradictions  no 
longer  bother  us. 

In  what  literally  became  a  federal 
case,  a  professor  at  the  University  of 
Alabama  injected  his  religious  views 
into  a  phvsical  exercise  class  that  he 
taught.  When  the  university  told  him 
to  stop  it,  he  sued.  Eventually,  he  lost 
the  case  but  gained  tenure,  so  per- 
haps it  was  a  stand-off. 

Had  he  injected  left-wing  ideolo- 
gies into  wholly  unrelated  subjects 


like  biology  or  English — as  happens 
routinely  on  many  campuses  across 
the  country — he  would  never  even 
have  been  warned. 

Another  federal  case  arose  because 
a  professor  who  cussed  out  his  stu- 
dents in  class  ignored  warnings  to 
stop  it  and  then  sued  when  he  was 
eventually  fired.  This  case  went  as  far 
as  the  U.S.  Circuit  Court  of  Appeals, 
where  the  prof  lost. 

This  does  not  mean  that  mere  pro- 
fanity in  the  classroom  is  grounds  for 
firing  a  professor.  It  was  only  the  fact 
that  the  profanity  was  directed  against 
students  that  got  the  professor  in 
trouble.  All  across  the  country,  and  all 
up  and  down  the  academic  pecking 
order,  from  Harvard  to  Podunk 
A&M,  four-letter  words  are  okay  in 
the  classroom  under  the  broad 
umbrella  of  "academic  freedom." 

Professors  who  go  to  bed  with 
their  students  are  also  covered  by 
"academic  freedom,"  even  if  they  are 
not  covered  by  anything  else.  The 
same  issue  of  The  Chronicle  of  Higher 
Education  includes  letters  from  read- 
ers responding  to  an  essay  by  a  pro- 
fessor at  the  University  of  Massa- 
chusetts who  says  that  he  has 
remedied  the  problem  of  female  stu- 
dents whose  virginity  was  "unnatu- 
rally prolonged." 

Again,  we  need  have  no  fear  for 
this  professor's  job,  either  for  his 
actions  or  his  subsequent  boasts 
about  them.  It  is  very  unlikely  that 
his  deflowering  of  student  virgins 
will  add  to  the  congestion  of  the 
federal  courts. 

At  Stanford,  incidentally,  male  stu- 
dents can  get  into  all  kinds  of  trouble 
under  a  new  and  vaguely  worded 
"sexual  harassment"  code,  but  Stan- 
ford professors  who  go  to  bed  with 
their  students  are  merely  admonished. 


Mob  rule  is  also  alive  and  well  in 
academia.  The  same  issue  of  The 
Chronicle  of  Higher  Education  reports 
on  a  riot  at  UCLA  in  which  students 
attacked  the  faculty  club.  They 
"broke  the  club's  plate-glass  win- 
dows, w  recked  furniture  and  carved 
graffiti  in  its  walls." 

In  due  course,  they  w  ere  rew  arded 
by  the  UCLA  administration's  promise 
to  add  two  new  professors  in  Chicane 
studies  and  to  exempt  ethnic  studies 
programs  from  any  of  the  cutbacks 
that  might  hit  such  nonrelevant  sub- 
jects as  mathematics  or  economics. 

The  Chronicle  also  reported  on 
similar  events  at  Berkeley:  "Several 
hundred  protestors  ran  through  two 
campus  buildings  and  pulled  fire 
alarms.  No  one  was  arrested." 

Note  that  "protestors"  is  the  polit- 
ically correct  term  for  rioters,  vandal] 
or  storm  troopers  on  campus. 

Although  these  "protestors"  arc 
routinely  reported  as  expressing  theii 
"rage"  or  their  "anguish,"  one  of  the 
Cornell  student  leaders  may  have 
captured  the  real  spirit  more  accu- 
ratelv  when  he  said,  after  various 
organized  acts  of  vandalism  there: 
"This  is  very  exciting." 

One  of  the  reasons  we  don't  heai 
much  about  such  campus  outbursts 
in  the  general  media,  the  way  we  did 
back  in  the  1960s,  is  that  they  happen 
too  often  to  be  news — and  are 
accepted  too  supinely  to  have  the 
drama  of  conflict. 

Experienced  academic  administra- 
tors have  also  learned  how  to  mini- 
mize the  number  of  such  episodes  b} 
various  techniques  of  preemptive  sur- 
render. By  staying  constantiy  aware  ot 
what  is  most  likely  to  set  off  the  mosl 
volatile  elements  among  the  student; 
and  faculty,  administrators  know 
which  way  to  bend  academic  policy 
and  whose  misconduct  or  outrighl 
crimes  are  to  be  overlooked. 

This  game  works  only  because 
many  outside  of  academia  are  nol 
even'  aware  that  the  game  is  being 
played.  But,  before  deciding  whethej 
to  contribute  to  dear  old  Alma 
Mater,  it  might  be  well  worthwhile 
to  subscribe  to  The  Chronicle  oj 
Higher  Education.  You  could  end  up 
deciding  to  donate  to  medical 
research  instead,  or  to  invest  the 
money  in  the  marketplace  where  il 
will  help  create  jobs.  H 
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It's  not  surprising  that  people  have  been 
trading  in  cars  for  thelbwn  ^Country  minivan. 
What's  surprising  is  which  cars. 

BMWs,  Mercedes,  Acuras,  Jaguars,  Lincolns,  Cadillacs,  some  interesting  cars  are  being  traded  in 
for  the  Chrysler  Town  &  Country  minivan.  For  some  interesting  reasons.  One  is  the  Town  & 
Country's  high  level  of  luxury  and  safety:  leather-trimmed  quad  seating,  10-speaker^ 
Infinity  Sound  System,  dual  air  bags*  four-wheel  ABS,  3.8-liter  V-6  and 


all-wheel  drive.  Another  reason  is  its  sheer  practicality.  You  get  seating  for 


when  you  don't  need  that,  just  remove  the  rear  seats 


seven,  ant 


and  you'll  have  more  cargo  space^^Jfc  than  any  conventional  station  wag  m  i  in  the  m  irket. 
But  perhaps  the  most  important  reason  people  accustomed  to  great  cars  enjoy  the  Town  & 
Country  is  because  it  handles  like  a  great  car  itself.  One  test  drive  and  even  the  most  discerning 
luxury  car  owners  realize  they  don't  have  to  compromise  anything  to  own  a  vehicle  that's 


stunningly  practical.  Least  of  all,  their  standards. 

For  more  information,  Call  l-800-4A-Chrysler.  CHRYSLER 


Always  Wear  Your  Seat  Belt. 


Bankers  Trus 


Risks  prowl  ceaselessly  around  every  business. 


Usually,  they  hunt  in  packs.  Dealing  with  them  piecemeal  is 


ineffective.  More  often  than  not,  they're  linked. 


Nowhere  is  that  linkage  more  intricate  than  in  the 


airline  business.  Fuel  prices,  interest  rates,  cunency  swings, 


load  factors,  even  political  pitfalls  —  each  risk  has  to  be 


examined  in  light  of  the  others. 


Risks  hardly  ever  travel  alone. 


To  bring  an  element  of  stability  to  an  industry  that 


changes  minute  by  minute,  Bankers  Trust  has  found  a  way  of 


analyzing  the  airline  business  and  attaching  a  monetary 


value  to  many  of  the  operational  risks  it  faces.  A  risk 


management  plan  that  can  turn  volatility  into  profitability. 


With  our  hands  at  the  reins,  you'll  see  which  risk 


will  hurt  you  and  which  you'll  profit  by.  So  risk  will  do  your 


bidding,  not  take  you  unawares. 


E  A  D  FROM 


STRE  NGTH. 


Does  a  $330  parking  ticket  reflect  the  offense 
committed?  Of  course  not,  but  who  cares  about  fairness 
when  you've  got  an  easy  revenue  source? 

The  golden  goose 


By  Nina  Munk 

To  capture  just  how  his  guests  were 
being  ripped  off,  Washington,  D.C. 
hotel  manager  Bernard  Murphy  start- 
ed taking  photographs  from  his  offiee 
window  at  Guest  Quarters  Suite  Ho- 
tel. As  the  bellboy  lifted  luggage 
from  an  open  car  trunk,  a  zealous 
meter  maid  stood  behind  writing  out 
a  ticket — for  illegal  parking. 

"They  were  using  my  hotel  as  a 
hunting  ground  for  unsuspecting 


squeeze  money  from  their  constitu- 
ents, politicians  everywhere  are  turn- 
ing to  parking  tickets  as  a  handy 
source  of  revenue — to  either  reduce 
deficits  or  fund  pet  projects  that  have 
absolutely  nothing  to  do  with  elimi- 
nating traffic  congestion. 

Last  month  Chicago  Mayor  Rich- 
ard Daley  suggested  the  city  help 
close  its  $35  million  1994  budget  gap 
by  increasing  parking  fines.  And  in 


Meter  made 
money 


Lo3  A/ijjylyi 
(.•Jjjiilli'jiliJ 


After  rising  327% 
in  five  years, 
revenues  from 
Los  Angeles' 
parking  tickets 
fell  flat,  and 
then  dropped 
in  1992. 


tourists,"  says  Murphy,  who  last  year 
paid  off  some  $10,000  worth  of  guest 
tickets. 

Enough  was  enough.  Along  with 
representatives  from  Federal  Express, 
PepsiCo,  the  Hotel  Association  of 
Washington  and  other  groups,  Mur- 
phy went  before  the  city  council  in 
August  to  complain  that  parking  en- 
forcement had  gotten  out  of  hand. 
The  city  has  promised  to  ease  up,  but 
don't  hold  your  breath. 

With    few    remaining    ways  to 


California,  state  Senator  Teresa 
Hughes  (D-Inglewood)  is  calling  for 
a  $5  surcharge  on  every  $10  (or  frac- 
tion thereof)  of  a  parking  ticket  to 
help  beef  up  security  in  schools.  If 
passed,  her  bill  would  mean  that  a  $55 
ticket,  common  in  Los  Angeles, 
would  jump  to  $85. 

Does  Hughes  worry  that  an  $85 
ticket  might  not  fairly  reflect  the  of- 
fense committed?  Apparently  not.  Af- 
ter all,  she  has  as  a  precedent  the 
state's  outrageous  $330  fine  levied  on 


those  who  dare  to  park  in  a  spot 
reserved  for  the  disabled — versus  $75 
in  Boston  and  only  $50  in  New  York. 
The  basic  fine  in  California  is  $250, 
but  obscure  sections  of  the  state's 
penal  code  allow  for  surcharges  that 
quickly  run  up  the  bill.  There's  $25 
for  the  county's  general  fund,  a  $50 
surcharge  that  goes  toward  programs 
for  the  old  and  disabled.  Finally,  two 
$2.50  assessments  go  to  a  courthouse 
construction  fund  and  a  criminal  jus- 
tice facility  fund. 

If  that  doesn't  raise  your  blood 
pressure,  try  this  one:  A  ticket  for 
jaywalking  in  San  Francisco— or  any- 
where else  in  the  state — will  cost  you 
$54,  of  which  $20  is  the  actual  fine 
while  $34  goes  to  various  legislative 
flights  of  fancy  to  raise  money  for, 
among  other  things,  the  Fish  &  Game 
Preservation  Fund  and  the  Traumatic 
Brain  Injun,'  Fund. 

"It's  just  another  example  of  gov- 
ernment getting  out  of  control,"  says 
state  Assemblyman  Richard  Mount- 
joy  (R- Arcadia).  "There's  no  political 
downside  to  using  this  as  a  revenue 
enhancer." 

Not  surprisingly,  ticket  revenues 
have  skyrocketed.  In  1985  Los  Ange- 
les collected  $24  million  from  parking 
tickets.  Last  year  the  figure  was  $100 
million.  In  just  three  years  New  York's 
revenues  have  increased  by  a  third,  to 
$300  million,  while  Chicago's  have 
jumped  120%,  to  $75  million. 

How  far  can  this  go?  We  may  be 
near  a  limit.  After  years  of  increased 
revenues,  Los  Angeles  last  vear  saw  its 
first  ever  drop  in  ticket  revenues  (see 
chart).  Other  cities  report  similar 
trends.  "We're  in  danger  of  equating 
increased  fines  with  higher  revenue," 
explains  Judith  Rice,  Chicago's  direc- 
tor of  revenues.  "You  can  raise  things 
to  the  point  where  you  shoot  yourself 
in  the  foot." 

In  part,  revenues  are  down  because 
few  er  people  risk  getting  a  hefty  tick- 
et. But  a  bigger  problem  may  lie  in 
those  who  simply  refuse  to  pay  outra- 
geous fines.  "If  fines  get  too  high, 
then  you  just  get  more  scotflaws.  And 
more  scofflaws  means  lower  revenues 
and  a  gigantic  enforcement  prob- 
lem," says  Timothy  Yaryan,  lobbyist 
for  the  California  Public  Parking  As- 
sociation. "There's  obviously  a  limit 
to  what  you  can  do  with  the  golden 
goose."  H 
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Form     ■  " 

^  „„t  r>f  the  Treasury 
Department  ot  tne 
Internal  Bevenu^Serv^ 


U.S.  Corporation  income  Tax  Return 

tax  year  beginning  •  -  Reduction.^  

^rate.  See         1  tor  r  V 


Name 


,  ot  instructions.) 


o 

LL 


1040 


Labef 

(See 

instructions 
on  page  10.) 

Use  the  IRS 
label. 

Otherwise, 
please  print 
nr  tvnA 


Department  of  the  Treasury-internal  Revenue  Service 

U.S.  Individual  Income  Tax  Return  en 

For  the  year  Jan.  1-Dec.  31,  1993,  or  other  t^year  beginning 
Your  first  name  and  initial 


HD93 


IRS  > 
1993,  endin 


Last  name 


If  a  joint  return,  spouse's  first  name  and  initial 


Last  name 


Home  address  (number  and  street).  If  you  haveT^ 


nr  rvne         1   *   1  Ciiy> town  or  post  office.  statP  anri  7ip  i<  

Wour  Merrill  Lynch  Financial  Consultant  can  help  you  plan  your  financial  future  in  light  of  the  new  tax  law. 


page  10. 


The  1993  Tax  Bill.  Now  that  we  know  the 
Congressional  tax  strategy,  let  us  help  you  with  yours. 


You  may  not  have  been  in  control  of  how  the  new  tax 
bill  is  designed,  but  you  can  control  how  it  will  affect  your 
future.  Since  we  believe  control  is  best  achieved  through 
planning,  your  Merrill  Lynch  Financial  Consultant  can 
introduce  you  to  our  Financial  Foundation®  service,  a 
comprehensive  personal  planning  tool,  and  can  act  as  a 
partner  with  you  and  your  tax  adviser  to  help  you  imple- 
ment your  plan,  either  as  an  individual  or  the  owner  of  a 
small  business. 

Call  today  or  mail  the  coupon  for  our  free  booklet, 
94  Tax-Saving  Ideas  for  Investors,  and  tax  law  updates  to 
help  you  take  action  now  to  minimize  your  1993  taxes.  Just 
remember,  there's  a  difference  in  tax-saving  strategies 


when  they  come  from  a  Financial  Consultant  who's 
committed  to  working  with  you. 

The  difference  is  Merrill  Lynch. 

Call  1-800-MERRILL,  ext.  4006 


Return  to: 
Please  send  me: 

Name: 
Add 
City 


Merrill  Lynch  Response  Center,  P.O.  Box  30200 
New  Brunswick,  NJ  08989-0200 

□  Tax  Law  Update  for  Individuals 

□  Tax  Law  Update  for  Business  Owners 

□  94  Tax-Saving  Ideas  for  Investors 


ress: 

.State: 

Zip: 

Home  Phone:  Business  Phone 

Merrill  Lynch  clients,  please  give  the  name  and  location  of  your  Financial 
Consultant: 


4007 


Merrill  Lynch 


©1993  Merrill  Lynch,  Pierce,  Fcnner  &  Smith  Inc.  Member  SIPC. 


Washington  has  recognized  that  clean  air  is  a 
commercial  commodity.  Why  aren't  the  big  polluters 
buying  and  selling  more  clean  air? 

Pollution  rights, 


wronged 


By  Paul  Klebnikov 

Remember  pollution 
rights?  Created  by  the 
1990  Clean  Air  Act,  pollu- 
tion rights  were  a  way  of 
rewarding  electric  utilities 
and  others  who  reduced 
their  pollution  to  levels 
below  the  Environmental 
Protection  Agency's 
benchmarks.  The  rights 
could  then  be  sold  to  a 
new  business  or  an  existing 
one  whose  operations 
could  not  otherwise  con- 
form to  the  standards. 

The  rights  would  serve 
as  an  incentive  for  busi- 
nesses to  earn  money  by 
cutting  their  pollution  lev- 
els. They  would  make  it 
possible  for  other  busi- 
nesses to  exist  without  in 
any  way  increasing  overall 
pollution  levels. 

Supporters  of  pollution 
rights  predicted  a  multibillion-dollar 
a-year  market  would  develop  in  clean 
air  allowances.  It  hasn't  happened. 
Only  about  $200  million  worth  of 
allowances  have  changed  hands  over 
the  past  year  and  a  half.  People  just 
have  not  been  buying  them. 

Why  not?  The  case  of  American 
Electric  Power  of  Columbus,  Ohio 
throws  light  on  the  failure.  ALP  must 
reduce  its  emissions  of  sulfur  dioxide 
by  half  by  1995.  So  aep  is  building 
two  scrubbers  at  its  biggest  coal -fired 
plant,  and  will  switch  a  number  of 
other  plants  to  low-sulfur  coal  or  nat- 
ural gas.  The  cost  of  compliance 
comes  to  around  $250  million  a  year 
for  the  period  1995-2000.  That 
works  out  to  something  like  $278  for 


every  ton  of  sulfur  dioxide  removed 
from  aep's  emissions  ($333  per  ton  if 
one  discounts  the  government  subsi- 
dies aep  receives). 

So  why  didn't  aep  bid  more  strong- 
ly in  March  when  the  Chicago  Board 
of  Trade  auctioned  off  $2 1  million 
worth  of  pollution  allowances  for  the 
epa  at  an  effective  price  of  just  $156 
per  ton  of  sulfur  dioxide  emissions, 
half  the  cost  of  aep's  scrubber  pro- 
gram? aep  bought  a  paltry  $560,000 
worth  of  the  allowances,  enough  to 
offset  barely  3,800  tons  of  sulfur  diox- 
ide emissions.  The  Chicago  Board  of 
Trade  had  planned  to  run  a  supple- 
mentarv  private  auction,  but  it  has  yet 
to  come  off. 

Why  so  little  interest?  The  answer, 


in  two  words:  regulator}'  uncertainty 
The  utility  companies  don't  yet  know 
how  allowance -trading  is  going  to  ba 
treated  by  the  states'  public  utilit) 
commissioners. 

Suppose  aep  invests  in  scrubber: 
for  its  plants.  Ohio's  regulators  wil 
almost  certainly  allow  the  utility  tc 
recoup  the  capital  cost  of  the  scrub- 
bers through  higher  rates.  But  if  AS] 
had  bought  many  millions'  worth  ol 
pollution  allowances,  the  regulators 
might  well  have  refused  to  let  the 
utility  include  the  cost  of  the  allow- 
ances in  its  rate  base.  If  a  utility  can't 
recover  the  cost  of  allowances  from 
rate  payers,  that  means 
shareholders  are  left  hold- 
ing the  bag. 

"It's  a  whole  new  regu- 
latory issue,"  says  Cerald 

(B  Maloney,  aep's  chief  fi- 
nancial officer,  explaining 
his  company's  reluctance 
to  use  the  pollution  rights. 

An  additional  limitation 
on  the  development  of  a 
market  in  pollution  rights 
is  the  fact  that  there  is  little 
incentive  for  companies  to 
sell  the  pollution  rights. 
Example:  When  Wiscon- 
sin Power  &  Light  sold  $3 
million  worth  of  allow- 
ances to  the  Tennessee 
Valley  Authority  last  year, 
Wisconsin  regulatr\»  or- 
dered the  utility  to  rebate 
the  income  from  the  sale 
to  rate  payers. 

Reluctant  to  buy  or  sell 
allowances  for  real  money, 
the  utilities  are  making  some  use  of 
the  allowances  by  trading  them  inter- 
nally. A  utility's  Plant  A  might  over- 
complv  with  Clean  Air  Act  rules, 
while  Plant  B  will  undercomply.  So 
the  utility  will  credit  Plant  A's  allow- 
ances to  Plant  B.  That  keeps  the  com- 
pany out  of  trouble  with  the  epa  and 
helps  increase  the  utility's  operating 
efficiency. 

But  the  larger  gains  inherent  in  a 
liquid  national  market  in  allowances 
are  still  over  the  horizon,  where  they 
will  remain  until  the  regulators  begin 
learning  about  cost-benefit  analysis 
and  come  to  understand  that  pollu- 
tion rights  can  be  just  as  effective  as 
scrubbers  in  reducing  pollution — and 
a  darned  sight  cheaper.  H 
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Education  reformers  are  calling  for  a  seamless  school-to-work  transition  for  the  75%  of  American 
students  who  do  not  attend  or  graduate  from  four-year  colleges.*  This  means  rethinking  vocational 
education.  No  longer  a  place  to  wait  out  high  school  graduation,  today's  rigorous  vocational  education 
programs  offer  apprenticeships,  engage  mentors  and  organize  the  curriculum  around  actual  workplace 
skills.  Can  these  approaches  —  used  successfully  in  other  countries  —  ensure  that  young  people 
who  aren't  college-bound  will  avoid  chronic  unemployment  by  developing  the  skills  businesses  need? 


■  mproving  vocational  education  is  the 
I  latest  wave  of  reform  to  hit  schools 
I  since  the  Reagan  Administration's 
I  report,  A  Nation  at  Risk,  launched  an 
ijmparalleled  school-reform  movement 
n  1983. 

A  1993  Harris  Poll  of  American  employers 
iound  that  fewer  than  one-third  thought  a 
ypical  high  school  graduate  was  capable  of 
lolding  a  job.  This  belief  is  based  in  reality: 
One-third  of  working  adults  surveyed  had 
lot  stayed  with  a  job  for  more  than  a  year 
)y  the  time  they  turned  30,  spending  their 
twenties  drifting  between  menial  jobs  and 
jnemployment. 


For  business  and  industry,  the  failure 
of  schools  to  produce  students  qualified  to 
work  amounts  to  a  kind  of  national  eco- 
nomic quicksand.  U.S.  Secretary  of  Labor 
Robert  Reich  explains  it  this  way:  "Our 
economy  is  in  the  midst  of  a  structural 
imbalance  that  is  a  growing  gap  between 
well-educated  students  who  can  find  good- 
paying  skilled  jobs,  and  poorly  educated 
students  for  whom  few  jobs  exist." 

Don't  mention  vocational  education 
reform  to  Gene  Bottoms  unless  you've  got 
an  hour  or  two  to  listen.  This  courteous, 
soft-spoken  Southerner  is  zealous  about 
making  vocational  education  the  place 


students  want  to  be  in  every  high  school. 
As  director  of  the  Southern  Regional 
Education  Board  (S.R.E.B.),  Bottoms  uses 
every  opportunity  to  tub-thump  for  com- 
bining academic  rigor  and  practical,  hands- 
on  instruction  in  vocational  studies. 

"We  must  shift  from  a  two-tiered 
approach  in  schools,"  he  says.  "Rather 
than  challenge  college-bound  kids  and 
baby-sit  the  rest,  we  have  to  create  an  aca- 
demic program  that  challenges  everyone." 

'Source:  William  B.  Johnston  and  Arnold  Packer, 
Work  Force  2000:  Work  and  Workers  for  the  2 Is!  Century 
(Indianapolis:  Hudson  Institute  Inc.,  1987).  Available  from 
U.S.  Government  Printing  Office,  ID  #  1989  0-250-493. 
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s  the  Clinton  Adminis- 
tration works  to  'rein- 
vent government'  to  improve 
services  and  increase  effi- 
ciencies as  American  busi- 
ness does,  people  are  now 
discussing  how  the  educa- 
tional arena  can  be  similarly 
reinvented. 

"ITT  Corporation  'rein- 
vented education'  25  years 
ago  when  it  established  ITT 
Education  Services.  Today, 
this  48-college  network 
of  ITT  Technical  Institutes 
serves  19,000  students 
pursuing  bachelor's  degrees, 
associate's  degrees  and 
diplomas  in  areas  such  as 
electronics  engineering, 
industrial  design,  computer- 
aided  drafting,  automated 
manufacturing  and  hotel/ 
hospitality  management. 

"ITT  Technical  Institutes 
blend  the  best  features  of 
traditional  colleges  with  the 
management  practices  and 
accountability  of  the  busi- 
ness sector,  and  it  works. 
In  each  of  the  last  five  years, 
80%  of  ITT  Technical  Institute 
graduates  have  obtained 
employment  related  to 
their  major  fields  of  study. 
With  more  than  100,000 
graduates  since  1968,  ITT 
Technical  Institutes  have 
demonstrated  that  its  re- 
engineered  postsecondary 
education  system  meets  the 
needs  of  both  students  and 
employers." 

RENE  R.  CHAMPAGNE 
PRESIDENT 

ITT  EDUCATION  SERVICES 


A  NEED  FOR  REFORM 


SCHOOL/BUSINESS 


Atlanta-based  S.R.E.B 
began  looking  at  vocational 
education  in  the  mid-1980s  and  decided  quickly 
that  too  many  schools  separate  the  head  and  the 
hand  in  teaching  and  learning.  Bottoms  says 
research  into  learning  styles  shows  only  a  rela- 
tively small  number  of  students  can  learn  effec- 
tively in  the  most  widely  used  instructional 
approach  —  the  one  that  has  the  teacher  doing 
the  talking,  usually  from  a  theoretical  point  of 
view,  and  the  students  doing  the  listening. 

When  Bottoms  looked  at  vocational  educa- 
tion, he  found  plenty  of  hands-on  teaching,  but 
little  practical  connection  to  the  world  of  work. 
Kids  liked  what  they  learned,  but  what  they  stud- 
ied did  them  little  good  in  a  changing  workplace. 
Most  programs  ignored  rigorous  academic 
content.  Vocational  education  was  considered  a 
dumping  ground  for  less-bright  students. 

Bottoms,  through  S.R.E.B.,  started  pushing  the 
notion  of  blending  the  college-bound  curriculum 
of  math,  science  and  English  into  the  vocational 
curriculum  to  create  the  best  of  both  worlds: 
combining  challenging  science,  math  and  English 
studies  with  hands-on  learning. 

BETTER  VOCATIONAL  EDUCATION  BENEFITS 
COLLEGE-BOUND  STUDENTS,  TOO 

Bottoms  saw  benefits  for  college-bound 
students,  too.  They  might  study  geometry,  for 
example,  but 
could  work  with 
vocational 
students  when 
learning  how 
geometry  and 
other  higher 
math  are  used 
to  construct 
buildings.  This 
approach  deep- 
ens the  level  of 
understanding 
for  both  voca- 
tional and  col- 
lege-prep stu- 
dents. "We  have 
found  exciting 
ways  to  engage  kids  in  learning.  But  schools  have 
to  change  what  they  teach  and  how  they  teach," 
Bottoms  says. 

Many  of  the  schools  that  have  emulated  the 
S.R.E.B.  program  now  use  team  teaching  and 
engage  students  in  research  projects.  Students 
go  into  the  community  to  solve  problems  using 
their  math,  science  and  English  skills. 

Like  Johnny  Appleseed,  Bottoms  has  spread 
the  program  throughout  the  South.  With  the 
help  of  funds  from  national  foundations,  S.R.E.B. 
has  convinced  329  high  schools  in  19  states 
to  adopt  the  following  goals  for  vocational 
education. 
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✓  Vocational  learning  must 
emphasize  intellectual  skil 
as  well  as  teach  students 
tasks  they  will  need  on  th 
job.  Students  must  know  how  to  perform 
tasks  that  use  thinking,  estimation,  reasonim 
and  judgment. 

✓  Vocational  education  must  stress  a  number  < 
skills  within  an  area  rather  than  teach  a 
student  to  do  one  job.  Students  must  "learn 
how  to  learn." 

✓  Developing  good  vocational  skills  requires 
two  years  of  training  beyond  high  school. 
Community  colleges  play  an  important  part 
in  this  reform. 

✓  Students  should  go  to  job  sites  to  understani 
how  the  technologies  they  are  learning  are 
applied  to  the  real  world.  By  linking  study  ar 
work  through  partnerships  and  apprentice- 
ship programs,  the  theoretical  aspects  of 
education  quickly  become  real. 

✓  Business  leaders  and  workers  must  help 
teachers  and  administrators  plan  vocational 
programs.  These  groups  must  be  in  constanl 
communication. 

✓  Rather  than  learn  only  specific  skills,  studen 
must  be  versed  in  all  aspects  of  a  particular 
area.  To  be  capable  of  adapting  to  a  changin; 
workplace,  students  must  know  the  full  histo 
and  practice  of  a  trade  or  industry. 

All  of  this  sounds  great  in  theory,  but  how 
does  it  apply  in  real  life?  Sandy  Sarvis,  assistant 

superintendent 
for  instruction  i 
the  Lexington 
County  schools 
in  Swansea,  S.C 
says  that  in 
1989-90  she 
helped  draft  a 
five-year  plan  t< 
upgrade  voca- 
tional educatioi 
in  the  school 
district.  Her  fin 
action  was  to 
eliminate  the 
general  educa- 
tion program. 
"General  educa 
tion,"  she  says,  "is  the  enemy.  Now  we  offer  onlj 
two  options  for  students,  college  prep  or  tech 
prep.  The  focus  of  the  school-reform  movement 
must  be  about  preparing  students  adequately 
for  the  workplace.  If  it's  not,  then  we're  short- 
changing them." 

RAISING  EXPECTATIONS 

Within  the  tech-prep  program,  students 
receive  sequential  instruction  in  algebra,  physic 
chemistry  and/or  biology  along  with  an  in-depth 
study  of  communication  in  the  workplace.  This 
means  students  study  composition  and  literatur 


"Ifyou  have  knowledge,  let  others  light  their  candle  from  it: 

—  Margaret  Fuller  (1810-1850) 

THROUGH  OUR  INVESTMENT  IN  EDUCATION,  WE  OFFER  OPPORTUNITY 
TO  THE  YOUNG  OF  OUR  COUNTRY,  AND  EXPRESS  OUR  SUPPORT  OF  THE  SOCIETY 
IN  WHICH  ALL  OUR  FUTURES  LIE. 
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tusiness  has  been  work- 
ing in  partnership  with 
America's  public  schools  for 
at  least  15  years  with  scat- 
tered results.  ARCO's  experi- 
ences in  Los  Angeles  might 
help  us  see  the  solution. 

"For  years,  ARCO  put 
funding  and  volunteers  in 
inner-city  schools.  Our  suc- 
cesses, candles  in  the  dark- 
ness, convinced  us  that  a 
more  basic  approach  was 
needed,  a  total  restructuring 
of  the  city's  entire  public 
education  system,  to  accom- 
plish true  reform. 

"That's  happening  in  L.A. 
today  through  LEARN,  Los 
Angeles  Education  Alliance 
for  Restructuring  Now. 
LEARN  is  a  coalition  of  area 
leadership  —  business,  gov- 
ernment, the  clergy,  commu- 
nity organizations,  parents, 
students,  even  the  organiza- 
tion specifically  targeted 
for  change,  the  Los  Angeles 
Unified  School  District. 

"We're  early  in  the  LEARN 
program,  but  the  enthusiasm 
in  the  schools  is  remarkable. 
As  the  program  spreads,  I 
believe  we  will  have  the 
widespread  improvement  we 
seek.  If  I'm  right,  we  are 
at  the  dawn  of  a  new  educa- 
tional era  in  Los  Angeles 
and,  what's  very  important 
to  me,  business  will  be  at  the 
heart  of  it." 

L.M.  COOK 
CHAIRMAN  AND  CEO 
ARCO 
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as  well  as  reading  comprehen 
sion  attached  to  occupational 
clusters.  These  trade  clusters 
include  health,  drafting,  indus- 
trial occupations  and  business  education.  The 
idea  is  to  raise  the  level  of  expectations  for  stu- 
dents and  help  prepare  them  for  postsecondary 
training. 

But  the  program  would  not  work  unless  teach- 
ers changed  their  instructional  strategies.  Long 
lectures  were  replaced  by  students  working  on 
projects.  Teachers  now  teach  through  application 
and  use  interdisciplinary  approaches  to  hammer 
lessons  home. 

"Our  tech-prep  math  teacher  works  with  our 
college-prep  science  teacher,  and  their  classes  all 
work  together  studying  the  building  trades.  The 
geometry  teacher  offers  a  lesson  in  angles;  the 
science  teacher  shows  how  a  building  was  con- 
structed using  these  angles  in  lumber  and  brick," 
says  Sarvis.  "Students  begin  to  see  the  whole 
picture.  We  help 
kids  make  sense 
of  learning  by 
teaching  them 
math,  science 
and  English  in 
ways  they  recog- 
nize. They  begin 
to  understand 
why  these  sub- 
jects are  impor- 
tant." 

Sarvis  says 
the  success  of 
the  program  is 
revealed  in  both 
the  numbers  of 
students  partici- 
pating and  their  enthusiasm  for  school.  When  the 
program  began,  the  school  district  had  a  dropout 
rate  of  7.7%  —  the  highest  in  the  state.  The  per- 
centage of  students  going  on  to  any  kind  of  post- 
secondary  education  was  only  35.6%.  Two  years 
later,  only  1%  of  students  dropped  out  of  school, 
and  58%  enrolled  for  postsecondary  classes. 
Academic  performance  has  also  jumped.  In  two 
years  the  percentage  of  students  scoring  above 
the  50th  percentile  on  national  science  tests 
jumped  from  25%  to  50%;  in  English  the  numbers 
jumped  from  41%  to  50%;  in  reading  comprehen- 
sion the  figures  rose  from  38%  to  55%. 

"This  program  works  because  of  high  expecta- 
tions for  all  of  our  students.  We  expect  all  stu- 
dents to  learn  advanced  skills  in  math,  science 
and  communication.  We  taught  our  teachers  how 
to  work  in  teams  and  encourage  students  to  think 
critically  and  creatively  and  to  solve  problems," 
says  Sarvis. 

GETTING  SCHOOLS  AND  BUSINESSES 
TO  WORK  TOGETHER 

Henry  Stenta,  principal  of  the  Howard  Career 
Center  in  Wilmington,  Del.,  reports  similar  success 
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with  his  tech-prep  efforts. 
"We  had  lots  of  businesses 
complaining  that  they  couldn' 
find  workers,  and  parents 
complaining  their  children  couldn't  find  jobs," 
he  says.  "We  took  a  close  look  at  what  was  going 
on  in  our  high  schools  and  saw  a  lot  of  kids  just 
taking  random  courses  and  leaving  schools  with 
few  usable  skills." 

Stenta  created  a  task  force  to  examine  the  situ- 
ation, and  it  quickly  became  clear  that  students 
needed  high-level  math  and  science  skills.  The  dis- 
trict revamped  its  curriculum  and  the  Howard 
Career  Center,  once  on  the  verge  of  closing,  began 
to  bloom.  Now  students  in  the  ninth  grade  make  1! 
exploratory  visits  to  local  businesses.  They  see 
what  the  companies  do  and  the  jobs  real  workers 
perform  every  day.  Students  then  choose  a  career 
path  they  want  to  follow,  and  must  write  a  report 
and  clearly  spell  out  why  they  are  choosing  a  par- 
ticular field  to  study,  which  they  present  to  a 

group  of  student 
and  teachers. 

"In  every 
phase  of  our 
school  pro- 
gram," says 
Stenta,  "we  chal- 
lenge students  ti 
write  and  speak 
and  demonstrati 
what  they  have 
learned.  We  war 
them  to  blend 
classroom  work 
with  real-world 
experiences." 

In  the  10th 
grade,  students 
take  longer  field  trips  and  become  involved  in 
monitoring  particular  occupations.  For  several 
days  a  student  will  work  with  an  electrician,  for 
example,  and  will  follow  that  person  from  job  to 
job  and  see  how  the  craftsperson  analyzes  a  pro- 
ject, prices  it,  writes  up  a  proposal  or  bid  and  ther 
completes  the  task.  Later  that  same  student  will 
work  with  other  people  in  the  electronics  field  to 
get  a  broad  look  at  the  various  skills  needed. 

PUTTING  WORK  TO  THE  ULTIMATE  TEST 

By  1 1th  and  12th  grade,  students  are  asked  to 
complete  projects  that  will  be  judged  by  profes- 
sionals. The  projects  teach  students  about  the 
real  need  for  perfection  in  their  work.  For  exam- 
ple, if  a  student  were  to  create  a  blueprint,  he  or 
she  would  see  that  workers  on  the  job  depend  or 
its  absolute  accuracy.  Students  who  construct  an 
elaborate  electronic  circuit  would  be  asked  to 
take  the  circuit  to  a  job  site,  show  it  to  workers 
and  make  a  presentation  about  how  it  was  creat- 
ed. Real  workers  would  then  offer  grades  based 
on  actual  workplace  standards. 

Says  Stenta,  "Students  quickly  learn  that  they 
have  to  understand  a  project,  build  it  perfectly 


Chryslers  Mike  Duvall  has  a  second  job 
And  the  benefits  are  endless. 


12000  Ch         atl°"  Pr0!Jr,„ 
MI  48288 

Attn: 


1  have  bee_  . 

^  7  ^M"°u-^^'--rr^°» 


Chrysler  Corporation's  "World  of  Work"  program  focuses  on  helping  children  understand  how  achieving  a  good  education  can  lead  to 
better  jobs  and  more  fulfilling  lives.  It  provides  a  link  between  the  world  of  school  and  the  demands  of  the  workplace.  The  program  is  in  50  sites  and 
has  over  2,000  Chrysler  employees  participating,  all  helping  to  make  a  difference.  A  recent  study  revealed  that  participation  in  the  program 
improved  children's  educational  skills,  attendance  and  desire  to  learn.  "World  of  Work"  is  just  one  of  several  educational  programs  initiated  and 


developed  by  Chrysler  Corporation.  If  your  company  is  interested  in  learning  more  about  our  programs,  QHfflfSLEjj__  „ 

TJX  CORPORATION 

write  to  Chrysler  Corporation,  Education  Coordinator,  12000  Chrysler  Drive,  Highland  Park,  MI  48288.    chryseer  ■  piymouih  dodos  ■  dodoe  trucks  jeep.  -  eacle 
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"llsa  company  built  on 

F^cutti  rig-edge  technolo- 
gy, Toshiba  America,  Inc. 
applauds  efforts  to  better 
prepare  young  people  for 
work  and  life  in  today's 
rapidly  changing  and  highly 
sophisticated  world. 

"Because  technology 
now  affects  nearly  every 
aspect  of  people's  lives,  we 
believe  that  it  is  important 
for  all  students  —  not  just 
those  who  are  preparing  for 
specialized  careers  in  science 
or  engineering  —  to  develop 
an  early  understanding  of 
science  and  technology. 

"Three  years  ago  we 
created  the  Toshiba  America 
Foundation,  which  financially 
supports  junior  and  senior 
high  school  science  and 
technology  programs 
designed  to  improve  techni- 
cal education.  In  addition, 
working  with  the  National 
Science  Teachers  Association 
(NSTA),  last  year  Toshiba 
sponsored  a  science  compe- 
tition called  the  Toshiba/ 
NSTA  ExploraVision  Awards, 
which  challenges  students  to 
choose  a  technology  and 
project  it  20  years  into  the 
future.  As  an  employer  of 
approximately  8,000  people 
across  the  country,  Toshiba 
is  proud  to  invest  in  the 
young  people  of  America." 

TADAO  TAGUCHI 
CHAIRMAN  AND  CEO 
TOSHIBA  AMERICA,  INC. 


—The- 


and  then  describe  it  to  some- 
one who  does  this  for  a  living 
It's  very  hard,  but  the  kids 
thrive  on  it." 

Tech-prep  students  have  blossomed  in  the 
program,  and  the  number  of  students  graduating 
and  going  on  to  community  colleges  for  further 
study  has  increased  dramatically. 

"We  have  no  choice  but  to  turn  vocational 
education  into  a  real  skills  program.  With  skill 
comes  freedom  —  not  just  jobs,  but  the  freedom 
to  pick  and  choose  careers,"  Stenta  says. 

Beth  Lucas,  program  manager  for  vocational 
education  for  the  Winston-Salem/Forsyth  County 
Schools  in  North  Carolina,  echoes  Stenta's 
endorsement  of  tech  prep  and  underscores  the 
view  that  all  students  need  strong  academic  skills 
—  grounded  in  practical  applications  —  whether 
or  not  they're  college-bound.  "Think  of  tech  prep 
as  a  school- 
restructuring 
strategy  that  is 
neither  vocation- 
al nor  academ- 
ic," says  Lucas. 
"It  is  designed  to 
provide  the 
same  rigorous, 
sequenced,  goal- 
oriented  course 
of  study  that  has 
traditionally 
been  offered  to 
college-prep  stu- 
dents. Tech  prep 
in  our  district 
helps  students 
get  the  training  they  need  for  rewarding  careers 
in  business  and  marketing,  health  and  human  ser- 
vices and  industrial  and  technical  fields." 

Lucas  says  the  major  strength  of  the  Winston- 
Salem/Forsyth  County  program  is  the  "incredibly 
strong  partnerships  forged  among  the  public 
schools,  postsecondary  institutions  and  local 
businesses.  They  are  just  wonderfully  supportive. 
Together,  we've  worked  to  help  students  bring 
focus  to  their  high  school  work.  We  discourage 
the  'salad  bar'  approach  to  high  school  where 
students  try  a  little  bit  of  this  and  a  little  bit  of 
that  and  end  up  with  no  clear  vision  of  what  they 
want  to  do  with  their  lives.  The  tech-prep  experi- 
ence focuses  their  vision.  Even  if  they  change 
their  minds,  and  many  do,  they  are  still  focused 
on  the  idea  of  having  a  career  that  will  enable 
them  to  be  productive  all  their  lives." 

A  RENEWED  INTEREST  IN 
APPRENTICESHIPS 

Another  facet  of  the  effort  to  improve  voca- 
tional education  in  this  country  is  a  renewed  inter- 
est in  apprenticeships.  While  most  tech-prep  pro- 
grams require  students  to  take  jobs  under  the 
guidance  of  mentors  in  the  workplace,  these  are 
technically  not  apprenticeships.  Apprenticeships 
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are  often  regulated  by  state 
law,  require  study  beyond  high 
school,  are  shaped  and  funded 
largely  by  the  business  or 
union  sponsoring  them,  and  often  result  in  a  guar- 
antee of  employment  for  successful  completion. 

The  idea  of  bringing  high  school  students  into 
a  workplace  and  then  having  a  valued  employee 
serving  as  a  teacher  may  raise  doubts  in  the  mine 
of  many  bottom-line-minded  business  people.  Bui 
listen  to  what  Tom  Panzarella,  president  of  Cook( 
Specialty  in  Greene  Lane,  Pa.,  has  to  say  about 
such  programs:  "We're  doing  this  purely  for  self- 
ish reasons.  We  are  helping  to  educate  and  train 
workers  who  may  be  with  us  for  years  to  come. 
Even  if  they  take  jobs  elsewhere,  at  least  they  wil 
be  productive  members  of  the  community.  It's  nc 
different  from  taking  out  a  loan  to  help  train 
employees." 

Cooke 
Specialty  had 
trouble  hiring 
skilled  workers 
—  even  workers 
willing  to  be 
retrained  to  do 
new  jobs.  The 
company  makes 
specialty  parts 
for  machines,  so 
its  workers  ofter 
have  to  set  up 
tool-making 
equipment  to 
exact  specifica- 
tions for  a  short 
period  and  then 
reset  the  equipment  for  a  different  order.  "It 
requires  detailed  work,  judgment  and  a  knowl- 
edge of  math  and  science,"  Panzarella  says. 

Cooke's  apprentices  are  part  of  the  Penn- 
sylvania Youth  Apprenticeship  Program  (PYAP). 
Students  enroll  in  their  junior  year  of  high  schoo 
They  attend  school  three  days  a  week  and  work 
two  days  a  week.  Student  apprentices  from  the 
different  high  schools  in  an  area  meet  at  a  centra 
host  school  under  the  direction  of  a  team  of 
teachers  from  different  disciplines. 

At  work  students  are  assigned  a  mentor.  The 
student  follows  the  mentor  through  the  workday 
and  is  assigned  tasks.  The  shop  teacher  works  as 
a  liaison  between  school  and  work  to  make  sure 
that  the  school-based  teaching  is  aligned  with 
what  is  taking  place  on  the  shop  floor. 

"Our  mentors  are  excited,  the  other  workers 
in  the  shop  are  pleased,  and  the  parents  think  I 
walk  on  water,"  Panzarella  says.  Of  course, 
Panzarella  is  somewhat  prejudiced.  After  drop- 
ping out  of  college,  he  spent  several  years  in  an 
apprenticeship  program  with  General  Electric.  Hi 
later  returned  to  college,  got  two  degrees  and 
now  owns  his  own  company.  "Look,  1  know  that 
'C  students  can  be  grade  A'  employees.  Our 
apprenticeship  program  is  an  investment  in  our 
company  and  the  future  of  our  work  force." 


Public  broadcasting  bas  been 
helping  preschoolers  learn  for  25  years. 

Now  it's  time  to  bring  business 
into  tbe  picture. 


What  place  do  Big  Bird  and  Mister 
Rogers  have  in  child  care  centers?  How  do 
Lamb  Chop,  Barney  the  Dinosaur,  and 
Diomas  the  Tank  Engine  tit  into  your 
:ompany's  school  readiness  agenda? 

These  familiar  characters  from  public 
aroadcasting's  popular  children's  television 
programs  are,  perhaps,  the  most  visible 
testament  to  our  25  years  of  working  in 
preschool  learning. 

Less  visible  —  yet  no  less  important  — 
are  public  broadcasting's  other  school 
readiness  resources. 

Ranging  from  teacher  materials  to 
instructional  videos  to  computer  programs, 
these  resources  strengthen  the  educational 
value  of  our  television  programming.  Projects 


such  as  "Mister  Rogers'  Neighborhood  Child 
Care  Partnership"  and  "Sesame  Street 
Preschool  Educational  Project"  have  been 
developed  in  consultation  with  educators, 
parents,  and  child  care  providers.  Each  has 
been  carefully  tested  and  refined  to  help 
adults  make  the  best  use  of  television  to  teach 
children  basic  learning  and  social  skills. 

Most  important,  each  shares  a  common 
goal:  to  help  children  enter  school  ready 
to  learn. 

Now  it's  tune  for  you  to  enter  the 
picture.  Make  sch(jol  readiness  a  priority  in 
your  education  reform  activities.  To  learn 
how  public  broadcasting's  preschool 
resources  can  help  you,  complete  and  mail 
the  coupon. 


Please  send  me  more  information  about: 

□  Public  broadcasting's  preschool 
learning  resources. 

□  Public  broadcasting's  other  school 
reform  resources. 


Name 


Company/Organization 


Address 
City 

1  elephohe 


State 


Zip 


COKPOKAIION 
K)R  PUBLIC 
BROADCASTING 


Mail  to: 

Corporation  for  Public  Broadcasting 
Preschool  Learning 
P.O.  Box  549 
Alexandria,  VA  22313 
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"Cnce  **s  'ncePtion  in 

^9l844,  independent 
Hillsdale  College  remains 
committed  to  traditional  val- 
ues through  teaching  the 
liberal  arts.  It  all  began  with 
the  idea  of  providing  stu- 
dents with  a  quality  educa- 
tion, free  from  the  dictates 
of  federal  bureaucracy. 
Nearly  150  years  later,  the 
College  continues  in  this  vein 
by  defending  the  principles 
of  our  Western  heritage  and 
preserving  the  freedom  of 
the  individual. 

"For  over  20  years, 
Hillsdale  College  has  been 
spreading  such  ideals  in  its 
monthly  publication, 
Imprimis.  Now  reaching 
500,000  individuals  nation- 
ally, our  circle  of  readers 
actively  participates  in  this 
war  of  ideas.  It  is  Hillsdale's 
way  of  providing  an  educa- 
tional network  across  the 
country.  For  we  at  Hillsdale 
College  believe  that  such 
ideas  have  consequences." 

DR.  GEORGE  C.  ROCHE 
PRESIDENT 
HILLSDALE  COLLEGE 
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A  HIGH  RATE  OF  SUCCESS 

James  Milslagle,  an  executive  with  Banta  Printing  in  central 
Wisconsin,  is  enthusiastic  about  apprenticeship  programs.  "We  tried 
for  years  to  get  high  school  graduates  interested  in  printing  as  a 
career  —  with  very  littleluck.  We  did  career  nights,  sponsored  tours 
by  students  and  did  everything  we  could  to  attract  good  workers." 

Nothing  seemed  to  work  and,  faced  with  an  aging  work  force, 
Milslagle  visited  Germany  to  see  how  its  apprenticeship  programs 
work.  "We  can't  copy  what  Germany  does,  but  we  can  create  some- 
thing that  meets  the  needs  of  American  companies,"  he  says. 

It  helped  that  the  graphic  arts  industry  had  already  created  a 
specific  and  rigorous  curriculum  for  high  school  students.  Milslagle 
met  with  educators  and  they  adapted  the  national  curriculum  to  fit 
Wisconsin  state  requirements. 

Banta's  apprentices  attend  school  for  two  days  and  work  for 
three.  In  two  years,  the  students  rotate  through  all  parts  of  the  print- 
ing process:  estimation,  pre-press  operations,  binding,  stripping 
photographs  and  distribution.  "Each  of  these  requires  specific  aca- 
demic skills,"  says  Banta,  "and  we  stress  this  aspect  during  the 
apprenticeship  program.  The  kids  are  required  to  cram  more  school 
work  into  shorter  hours  and  thus  have  more  homework,  but  they're 
working  on  projects  they  enjoy." 

For  example,  when  studying  chemistry,  an  apprentice  will  study 
filtration  using  inks  in  the  printing  process.  Estimation  of  paper 
needs  and  storage  is  used  for  math,  and  English  lessons  are  based 
on  reports  apprentices  make  to  their  mentors. 

"All  13  apprentices  in  our  program  had  their  grades  go  up," 
Milslagle  says.  "All  of  them  got  turned  on  and  worked  very  hard." 

Siemens,  a  German-based  corporation,  has  been  training  appren- 
tices for  102  years  and  American  students  for  the  past  three  years. 
For  Siemens,  the  adoption  of  youth  apprentices  is  a  natural,  since  its 
adult  workers  have  an  elaborate  continuing  education  program  that 
involves  local  community  and  technical  colleges.  Though  the  com- 
pany does  not  plan  to  hire  all  its  apprentices,  spokesman  John 
Tobin  says  that  "the  success  of  American  education  will  mean  the 
success  of  Siemens.  America  needs  workers  who  can  reason,  solve 
problems  and  develop  strong  hands-on  skills."  In  this  program, 
Tobin  says  all  the  high  school  teachers  involved  make  several  visits 
to  the  factory  to  understand  the  skills  students  need. 

Blue  Cross/Blue  Shield  of  Maine,  the  state's  largest  health 
employer,  uses  "job  meisters,"  or  masters,  to  help  15  students  a 
year  learn  scholastic  and  work-related  skills.  The  students,  high 
school  juniors,  start  with  a  month's  orientation  on  workplace  safety 
and  expectations.  After  two  years  of  work  and  high  school  studies, 
the  students  continue  for  a  final  one-year  program  at  a  technical 
college.  After  the  three-year  program  is  finished,  the  apprentices 
receive  a  certificate  of  skill  mastery,  which  lists  the  specific  skills 
learned.  They  then  have  the  option  of  going  to  work,  continuing 
studies  at  a  technical  school,  entering  a  four-year  baccalaureate  pro- 
gram or  enrolling  in  a  registered  apprenticeship  program  for  adults. 
Other  Maine  companies  offering  similar  apprenticeship  programs 
include  Unum  Corp.,  Maine  Medical  Center,  Mercy  Hospital  and 
New  England  Rehabilitation  Hospital. 

In  Tulsa,  Okla.,  a  group  of  businesses  and  schools  have  created 
Craftsmanship  2000,  a  plan  to  help  students  master  skills  they  will 
need  in  postsecondary  education  and  at  work.  The  program  was 
started  when  Hilti  Inc.,  a  manufacturer  of  metal  fasteners,  created  a 
branch  in  Tulsa  but  could  not  find  highly  skilled  metalworkers.  The 
company  enlisted  the  cooperation  of  seven  other  companies  and 
the  Chamber  of  Commerce  in  launching  its  apprenticeship  program. 


BUSINESS 
LEADERS 

Speak  Out 

"^\ur  every  hope  for  the 

\#kind  of  nation  that 
we  will  be  tomorrow  depend 
on  what  we  teach  our  chil- 
dren today. 

"Education  is  the  sum  a 
all  that  we  dare  dream  to  b< 
as  a  country.  It  shapes  us 
as  a  culture  and  defines  us 
as  a  people. 

"As  we  sweep  rapidly 
toward  the  21st  century, 
we  are  obligated  to  prepare 
our  children  to  think  big, 
to  dream  large  —  because 
they'll  settle  America's  nexl 
frontiers.  They  are  shaped  I 
what  we  teach  them.  In  tun 
they  shape  all  that  we  value 
as  a  society  —  our  culture, 
religious  institutions,  politic 
technology  and  science. 
Our  national  security  and 
prosperity  depend  on  it. 

"Through  education, 
hope  is  renewed  for  each 
generation  that  tomorrow 
will  be  better  than  yesterda 
We  have  learned  this  is  the 
great  promise  of  our  nation, 

RICHARD  W.  CARLSON 
PRESIDENT  AND  CEO 
CORPORATION  FOR  PUBLIC 
BROADCASTING 
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ITT  Hartford 
Helped  5, People  Last  Year. 
One  Person  At  A  Time. 


The  most  important  thing  an  insurance  company  insures  is 
the  quality  of  people's  lives.  For  nearly  200  years,  ITT  Hartiord 
has  provided  people  and  businesses  with  financial  protection 
and  peace  of  mind. 

For  example,  ITT  Hartford,  part  of  ITT's  Financial 
&  Business  Services  group,  has  developed  one  of  the  most 
comprehensive  programs  for  injured  or  disabled  workers. 
It  brings  together  medical  care,  rehabilitation  specialists, 
alternative  job  counseling  and  other  techniques  to  help  people 
return  to  work. 


ITT  is  making  it  possible  for  ITT  Hartford  to  put  more 
resources  into  other  such  programs  as  well  as  into  business 
insurance,  automobile  and  home-owner  coverage  and  a  broad 
spectrum  of  life,  health,  retirement  and  asset  management 
products  and  services.  In  fact,  ITT  recently  invested  $680 
million  in  ITT  Hartford  to  help  it  continue  to  provide  the 
kind  of  prompt,  efficient  service  that  has  made  it  one  of 
the  top  rated 

insurance  com-      "l  I II 1 1  We're  adding  more 

panies  in  America.     J-  JL  JL  than  just  Our  name. 


ITT  FINANCIAL  &  BUSINESS  SERVICES 


ITT  MANUFACTURED  PRODUCTS 


ITT  RAYONIER 


ITT  SHERATON 


NO  ONE  TRIES  TO  SEE  YOUR 


POINT  OF  VIEW  MORE  THAN  WE  DO. 


Behind  every  television  we  build  is  the  person  who  will  eventually  sit 
in  front  of  it.  You.  By  understanding  what  you  wont,  we've  created  TVs  that 
provide  the  most  powerful,  most  involving  expeiience  you  con  get. 


Like  our  35"  SuperTUBE™  TV.  Its  breakthrough  technology  results 
in  our  brightest,  sharpest  large  screen  TVs  ever,  virtually  eliminating  the 
distortion  common  in  other  large  screen  TVs.  You  helped  us  become  a 
world  leader  in  display  technology  and  one  of  the  largest  manufacturers 
of  color  picture  tubes,  with  production  facilities  in  Horseheods,  New  York 
and  Lebanon,  Tennessee. 

At  Toshiba,  we've  always  believed  the  more  we  look  into  you,  the 
more  you  will  look  into  us. 

In  Touch  with  Tomorrow 

TOSHIBA 

For  more  intormotion  write  Toshiba  America  Consumer  Products,  Inc ,  82  Torowo  Rood,  Wayne.  NJ  07470  or  Toshiba  Howon,  Inc ,  Honolulu,  HI  96814  SupeiTUBE  rs  o  trademark  of  Toshiba  Corp  Simulated  Picture 


The  program  lasts  four 
/ears,  starting  in  the  11th 
!»rade  and  ending  with  a  junior 
i:ollege  diploma  and  possibly 
i  job.  Students  work  and  go  to  school  during  the 
school  year  and  have  full-time  jobs  during  the 
summer.  Their  curriculums  are  shaped  to  stress 
he  computer  literacy,  math,  science  and  English 
skills  needed  on  the  job. 

A  similar  consortium  called  Protech  is  at  work 
n  Boston  training  at-risk  high  school  students 
or  careers  in  area  hospitals.  The  schools  worked 
DUt  changes  in  curriculum  with  hospital  adminis- 
xators,  and  the  apprenticeship  program  has 
lourished.  Institutions  such  as  Massachusetts 
General  Hospital  and  Brigham  and  Woman's 
-lospital  assign  mentors  who  monitor  students' 
work  and  help  apply  academic  lessons  to  the 
workplace.  The  key  to  the  program's  success, 
say  administrators,  is  high  expectations.  Students 
must  take  a  second  year  of  biology  and  math  to 
Qualify.  As  one  teacher  says,  "They  quickly  learn 
:hey  have  to 
/vrite  well  to 
:ommunicate 
extremely  impor- 
ant  information 
ibout  patient 
health.  The  sci- 
ence becomes 
fascinating  when 
they  see  how  it 
actually  is  used 
by  doctors  and 
nurses." 

Protech  has 
proven  so  suc- 
cessful that  the 
concept  is  being 
expanded  to 
include  the  banking  and  insurance  industries  in 
Boston.  The  goal:  2,000  student  apprentices  by 
the  year  2000. 

EVALUATING  RETURN  ON  INVESTMENT 

Though  apprenticeships  are  hardly  wide- 
spread, a  spring  1993  survey  by  the  National 
Alliance  of  Business  (NAB)  —  a  group  that  strong- 
ly supports  apprenticeship  programs  —  shows 
how  positive  public  school  educators  and  busi- 
ness leaders  are  about  cooperating  to  improve 
the  transition  from  school  to  work.  According  to 
NAB's  survey: 

✓  95%  of  school  principals  surveyed  said  they 
would  be  willing  to  alter  curriculums  to 
include  courses  that  are  relevant  to  particular 
careers. 

t/  74%  of  employers  said  they  would  be  willing 
to  spend  time  and  money  working  with 
schools  to  better  train  new  workers. 

86%  of  principals  said  they  would  be  willing  to 
spend  time  and  money  working  with  business 
to  help  students  prepare  for  careers. 
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Whatever  the  approach, 
whether  tech-prep  programs 
or  apprenticeships,  the  bot- 
tom line  is  that  easing  the 
school-to-work  transition  pays  off  for  students, 
teachers,  parents,  companies  and  society  as  a 
whole  by  offering  young  people  new  opportuni- 
ties and  the  chance  to  succeed  in  a  changing 
workplace. 

Says  Secretary  of  Labor  Reich:  "Recently  in 
Louisiana  I  saw  high  school  English,  math  and 
science  teachers  learning  carpentry.  The  purpose 
was  to  allow  them  to  help  create  programs  in 
their  disciplines  that  involved  the  practical  appli- 
cation of  skills.  An  English  teacher  will  ask  a  stu- 
dent to  write  instructions  for  building  a  roof.  A 
math  teacher  might  create  a  project  for  acquiring 
building  materials  that  uses  geometry  and  alge- 
bra. These  skills  are  needed  by  college-bound 
students  as  well  as  technical  students.  High  stan- 
dards for  all  students  are  the  goal." 

How  can  business  help?  "In  two  ways,"  says 
Reich.  "First, 
businesses  in  an 
industry  or 
group  of  indus- 
tries should 
develop  stan- 
dards for  the 
skills  they  need 
—  model  cur- 
riculums that 
can  be  used  in 
high  schools  and 
training  institu- 
tions....The  sec- 
ond is  by  hiring 
young  people 
and  providing 
mentors.  In 

southern  Pennsylvania  I  saw  small  machine-tool 
companies  where  young  people  learned  how  to 
use  numerically  controlled  machine  tools.  Their 
teachers  were  company  employees.  I  asked  one 
of  the  owners  how  he  could  justify  turning  a 
worker  into  a  teacher.  He  said  the  company  was 
getting  more  out  of  it  than  he  was  putting  in. 
The  company  may  get  the  student  as  a  worker, 
and  the  mentors  love  it.  It's  a  real  morale 
booster  to  be  a  teacher."  ■ 


Jerome  Cramer  is  a  journalist  who  has  reported  on  business 
and  education  for  Time,  Executive  Educator,  Roll  Call, 
Instructor  and  the  MacNeil-Lehrer  Report.  Leanna 
Landsmann  is  an  education  writer  and  editor.  Her  company, 
Leanna  Landsmann  Inc.,  helps  businesses  target  their 
school-reform  efforts  and  schools  better  communicate  their 
improvement  goals  to  parents,  students  and  communities. 
Eric  Hamilton  provided  research  assistance  to  both  writers. 
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Speak  Out 

"  It  t  Chrysler  we  recognize 

F^that  the  future  will 
belong  to  those  who  can  find 
solutions  to  the  many  com- 
plex challenges  of  the  global 
workplace.  In  order  to 
become  creative  problem- 
solvers,  our  children  must 
first  become  avid  readers 
who  use  books  as  a  tool 
to  gather  information  and 
explore  ideas. 

"Chrysler  education  ini- 
tiatives are  focused  on  read- 
ing. We  are  fortunate  to  have 
the  American  Federation  of 
Teachers  and  the  Association 
for  Supervision  and  Curricu- 
lum Development,  two 
nationally  respected  educa- 
tional organizations,  as  part- 
ners in  the  development  of 
our  educational  programs. 
Business  and  education 
working  together  can  make 
a  difference  in  the  lives  of 
children. 

"Often  I'm  asked  why  a 
car  company  is  so  involved  in 
education.  My  response  never 
varies.  Committed  readers 
tend  to  become  productive 
workers  and  thoughtful  citi- 
zens, both  of  which  Chrysler 
Corporation,  like  the  nation, 
relies  on  for  success." 

R.l.  EATON 
CHAIRMAN  AND  CEO 
CHRYSLER  CORPORATION 
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A  FREE  OFFER  FROM  HILLSDALE  COLLEGE 

Interested  in  the  war  of  Mail  this  coupon  to  IMPRIMIS 

ideas?  IMPRIMIS  features     Dept.  FB-15,  Hillsdale  College 

original  articles  by  Ronald      Hillsdale,  Ml  49242. 
Reagan,  Charlton  Heston, 
William  F.  Buckley,  Jr.,  Jeane      Or  call  toll-free: 
Kirkpatrick,  Thomas  Sowell.        1-800-535-0860  m 

Malcolm  S.  Forbes,  Jr.,  Lynne  <sl% 
Cheney,  Tom  Wolfe,  and  more.  ^ 

Hillsdale  ff^f 
TLollege 


As  the  fabled  Baptist/bootlegger  alliance 
once  fought  to  retain  Prohibition,  so  do  activists 
and  big  contractors  unite  to  foist  unworkable 
environmental  standards  on  the  rest  of  us. 

Unholy  alliance 


BY  ROBERT  H.  NELSON 


Robert  H.  Nelson  is  a  professor  in  the 
School  of  Public  Affairs  at  the 
University  of  Maryland. 

His  latest  book  is  Reaching  for  Heaven  on  Earth: 
The  Theological  Meaning  of  Economics. 


Gloucester,  Mass.  is  an  old  fishing 
port  about  40  miles  north  of  Boston. 
Go  there  if  you  want  to  learn  why 
Americans  have  little  to  show  for  the 
hundreds  of  billions  of  dollars  spent 
on  improving  water  quality. 

Fifteen  years  ago — in  1979 — the 
Commonwealth  of  Massachusetts 
and  the  Environmental  Protection 
Agency  sued  Gloucester,  claiming 
that  septic  systems  and  cesspools  in 
the  northern  section  were  polluting 
nearby  beaches  and  clam  flats.  Seven 
years  later,  after  lots  of  legal  wran- 
gling, Gloucester  agreed  to  extend  its 
sewers  into  the  polluting  areas. 

Not  an  easy  task.  Gloucester  is  situ- 
ated on  a  sheet  of  granite — the  monu- 
ments and  tombstones  of  America 
used  to  be  quarried  there — so  the 
normal  "deep-pipe"  sewer  construc- 
tion would  be  expensive.  But  the 
people  of  Gloucester  didn't  much 
care:  The  federal  government  would 
pick  up  90%  of  the  costs. 

In  1987,  however,  Congress  re- 
wrote the  Clean  Water  Act  to  reduce 
the  subsidy  and  today  there  are  no 
grants  available.  As  a  result,  many 
homeowners  in  Gloucester  were 
looking  at  bills  of  $20,000-plus.  Not 


surprisingly,  they  dug  in  their  heels. 

By  the  beginning  of  the  1990s, 
Gloucester  residents  had  done  some 
research  and  found  a  better,  cheaper 
way  to  eliminate  the  pollution.  In- 
stead of  costly  sewers  and  treatment 
plants,  high-tech  on-site  septic  sys- 
tems could  be  installed — possibly 
combined  with  "shallow  pipe"  pres- 
surized collection  methods.  Engi- 
neering estimates  showed  that  con- 
struction costs  would  fall  from  $25 
million  to  SI 3  million — saving  about 
$10,000  for  each  homeowner. 

As  long  ago  as  1978,  Congress' 
General  Accounting  Office  had  rec- 
ommended more  use  of  such  alterna- 
tive systems  as  much  cheaper  and 
"often  more  ecologically  sound  than 
sewers  and  central  facilities." 

So  Gloucester  City  Counciiwoman 
Valerie  Nelson — who  happens  to  be 
my  sister — called  upon  the  Massachu- 
setts Department  of  Environmental 
Protection  with  the  alternative  plan. 
She  got  the  cold  shoulder.  Officials 
weren't  even  interested  in  hearing 
about  how  the  new  systems  worked. 

Valerie  Nelson  is  an  environmen- 
talist as  well  as  an  economist  (Yale 
Ph.D.,  1977).  For  eight  years  she 
served  as  the  executive  director  of  the 
Lighthouse  Preservation  Society,  a 
small  environmental  group.  Most  of 
her  constituents  also  care  deeply 
about  protecting  the  environment.  So 
Nelson  expected  help  from  the  Mas- 
sachusetts Audubon  Society. 

Again,  the  cold  shoulder.  Why? 
The  Audubon  people  knew  the  on- 
site  tanks  were  much  cheaper  and  in 
all  likelihood  as  good  as  the  sewers, 
but  were  afraid  that  acceptance  of  the 
high-tech  treatment  methods  would 
make  it  easier  for  developers  to  build 
at  higher  densities  in  undeveloped 
areas.  In  short,  the  Audubon  Society 
opposed  the  alternative  precisely  be- 


cause it  might  work  all  too  well. 

Baptists  and  bootleggers  once 
found  common  cause  in  opposing 
repeal  of  the  Prohibition  amendment. 
In  similar  spirit,  some  business  people 
joined  with  the  environmentalists  in 
opposing  the  septic  tanks.  The  cheap- 
er tank  systems  would  have  meant  less 
revenue  for  engineering  design  firms 
and  sewer  construction  companies. 

As  of  this  fall  15  years  have  elapsed, 
with  little  done  to  curb  the  pollution, 
and  hundreds  of  homeowners  still 
face  expenses  they  can  ill  afford  and 
that  are  twice  as  high  as  need  be. 

This  is  only  one  micro-example  of 
how  command-and-control  bureau- 
cracies are  incapable  of  performing  at 
reasonable  cost  the  duties  assigned  to 
them.  The  U.S.  spent  more  than  $40 
billion  to  clean  up  its  waters  in 
1990 — a  figure  that  the  epa  projects 
will  rise  to  more  than  $60  billion  by 
the  year  2000.  That,  even  by  federal 
government  standards,  is  big  money. 

The  results?  The  Potomac  and  the 
Hudson  may  have  better  swimming 
and  fishing,  but  the  President's 
Council  on  Environmental  Quality 
reports  that  over  the  period  1978-87 
there  was  "no  trend"  in  water  quality 
for  the  great  majority  of  the  reporting 
stations  maintained  by  the  U.S.  Geo- 
logical Survey.  Of  those  stations  with 
a  trend,  almost  as  many  showed  a 
decline  as  an  improvement. 

As  for  national  environmental 
groups,  Valerie  Nelson  has  concluded 
that  they  measure  success  "in  the  sim- 
plistic terms  of  numbers  of  dollars 
spent  and  the  vigor  of  enforcement" 
rather  than  in  results  for  dollars.  "The 
environmentalists,"  she  says,  "end  up 
on  the  same  side  of  this  sterile  debate  as 
the  entrenched  'big  dig'  contractors." 

The  Clean  Water  Act  is  up  for 
reauthorization  in  1994.  Once  again 
the  Baptist/bootlegger  alliance  of  en- 
vironmentalists and  contractors  will 
play  a  major  role.  Once  again  mem- 
bers of  Congress  will  moralize  about 
how  strict  new  laws  have  been  enacted 
to  protect  the  environment. 

And  this,  dear  readers,  is  what 
passes  for  environmental  policy  mak- 
ing in  Washington.  Counciiwoman 
Nelson  and  her  constituents  remain 
staunch  environmentalists,  but  they 
have  little  faith  today  in  the  profes- 
sional environmentalists  ana  govern- 
ment bureaucracies.  wm 
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HOW  AN 
INNOVATIVE 
COMMUNICATIONS 
MANUFACTURER 
GOT  WIRED 
FOR  EVEN  GREATER 
SUCCESS. 


In  a  competitive  world,  two  highly  innovative 
companies  form  a  global  alliance  to  become  one 
of  the  world's  leading  manufacturers  of  fiber  optic 
equipment.  So  where  does  this  company,  Siecor,  turn 
when  they  want  innovative  staffing  solutions? 
Olsten  Staffing  Services.  Olsten  has  helped  Siecor 
manage  its  astounding  growth  by  supplying 
supplemental  employees  from  assemblers  and 
operators  to  clerical  and  accounting  personnel. 
If  you  would  like  to  get  connected  for  greater  productivity 
call  Olsten  at  1  -800-225-8367  or  contact  Allen  Gershlak, 
Senior  Vice  President  Partnership  Programs,  One  Merrick 
Avenue,  Westbury,  NY  11590. 


A Olsten 
Staffing  Services 


The  Working  Solution 


Olsten  listened  to 
Siecor  managers. 
And  learned.  Olsten 
staff  worked  with 
each  department 
to  gain  an  in-depth 
understanding  of 
the  situation.  A 
customized  plan 
specifically  for  Siecor 
was  developed. 


THE  SOLUTION: 


Bring  a  dedicated  facilitator  on-site  to 
manage  assignment  employees.  This 
included  recruiting,  hiring,  orientation 
safety  training  and  ongoing  planning 
meetings  with  Siecor  managers. 


THE  RESULTS: 


Employee  retention,  continuity, 
and  safety  have  been  dramatically 
improved.  Fact  is,  Siecor  gave 
Olsten  their  top  kudos.  Their 
Total  Quality  Award. 


i 


©1993  Olsten  Corporation  EOE  M/F/D/V 


STARTING  YOUR  OWN  BUSINESS 

EDITED  BY  FLEMING  MEEKS  


Doing  real  estate  deals  in  California  takes  patience. 
Michael  Freed's  patience  was  handsomely  rewarded. 

Hotel  with  VU 


By  Lisa  Gubernick 

Michael  Freed  runs  the  Post  Ranch 
Inn,  a  30-room  hotel  set  on  a  1,200- 
foot  ridge  high  above  the  Pacific 
Ocean  at  romantic  Big  Sur,  Calif.  The 
18-month-old  hostelry  is  one  of  the 
hottest  spots  in  California.  If  you  are 
into  entertainment  celebrities  and 
fabulous  vistas,  Post  Ranch  is  the 
place  to  see  them.  "We  do  87%  occu- 
pancy with  an  average  room  rate  of 
$365;'  gloats  Freed,  42.  That's  at  a 
time  when  the  average  luxury  hotel 
room  fetches  just  $106,  according  to 
Mark  Lomanno  of  Smith  Travel  Re- 
search, and  occupancy  runs  at  70.5%. 
Mike  Freed  is  a  lawyer,  not  a  hotel 


man.  When  you  do  business  in  Cali- 
fornia these  days,  being  a  lawyer  is 
often  more  useful  than  being  a  busi- 
ness person.  It  certainly  helped  in 
Freed's  case. 

Originally,  he  hadn't  wanted  a  ho- 
tel at  all.  Freed  had  fallen  in  love  with 
the  crashing  breakers  and  dramatic 
slopes  of  the  lovely  spot  when  he  was 
still  a  kid.  By  1981  he  was  a  highly 
successful  31 -year-old  San  Francisco 
real  estate  lawyer  and  wanted  to  build 
a  house  there.  First  step:  Buy  a  lot. 

Not  so  easy.  William  Post,  the  70- 
ish  scion  of  one  of  the  original  Big  Sur 
homesteaders,  owned  750  acres  over- 


looking the  ocean,  which,  in  the  ea 
1900s,  had  been  zoned  into  five  lo 
But  Post  was  reluctant  to  sell  becai 
only  three  lots  had  an  ocean  vie 
rendering  the  other  two  much  1< 
valuable.  He  needed  to  find  a  way 
rejigger  the  lots  so  that  they  would 
have  ocean  views  and  the  packa 
would  be  that  much  more  valuable 
Post  had  about  given  up  hope 
getting  zoning  changes  through  w 
the  rabid  no-growthniks  who  run  t 
California  Coastal  Commission.  N 
so  Mike  Freed.  A  specialist  in  coas 
land-use  regulations,  he  figured  a  w 
around  the  commission's  obdura 
On  examining  the  property,  he  d 
covered  that  development  along  t 
original  plot  lines  would  have 
quired  putting  in  new  roads,  and  t 
commission  simply  hates  new  roa 
He  redrew  the  map,  giving  all  five  li 
ocean  views  without  requiring  n 
roads.  The  commission  acced< 
There  was  even  a  bonus  in  his 
search.  In  checking  out  the  til 
which  dated  back  to  the  turn  of  t 
century,  he  discovered  that  the  f 


Myles  Williams, 
Bill  Post  and 
Mike  Freed  at  the 
Post  Ranch  Inn 
in  Big  Sur 
Nine  years  of 
battling  regulate 
and  skeptical 
bankers  paid  off 
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WE  BUY  THE  BEST  PARTS 


in 


e  worm, 


l 


ELECTRICAL  COMPONENTS 

Minnesota,  Wisconsin,  California, 
Michigan,  Indiana,  Tennessee 


PROPORTIONING  VALVES 

Michigan 


DOOR  PANEL  SUBSTRATES 

New  Jersey 


CATALYTIC  CONVERTERS 

California 


FUEL  PUMPS 

South  Carolina 


MOLDED  PLASTICS 

Arkansas,  Florida,  Kentucky , 

Ohio,  Michigan,  Indiana, 
Illinois,  Missouri,  Tennessee 


GLASS 
Ohio,  Kent ucfc  y 


WEATHER  STRIPPING 

New  Hampshire 


RUBBER  HOSES 
Texas,  Ohio, 
Missouri 


CYLINDER  HEADS 

Missouri 


BRAKE  COMPONENTS 

Indiana,  Kent uck y 


\  WHEELS 

\  Kentucky 

REAR  AXIE 

CARPETS  1 

SHAFTS 

North  Carolina, 

Illinois 

Maine 

POWER  STEERING  PUMPS 

Tennessee 


FORGED  CRANKSHAFTS 

Kentucky 


STEEL 

Illinois,  Indiana, 
Ohio,  Kentucky 


TIRES 

Oklahoma,  Tennessee, 
Alabama,  North  Carolina, 
Ohio,  Kentucky ,  Virginia 


LOWER  SUSPENSION  ARMS 

Michigan 


no  matter 

WHICH  STATE  THEY'RE  FROM. 

EVERY  Camry  manufactured  at  our  $2  billion  Georgetown,  Kentucky  plant  is  made  with 
U.S.  parts  purchased  from  174  of  our  over  400  American  suppliers.  At  Toyota  we're 
committed  to  investing  in  the  communities  where  we  do  business.  That's  why  over  the  last 
three  years,  we've  doubled  our  U.S.  made  parts  purchasing  to  more  than  $4.4  billion  per  year. 
/  N  VESTING      I  A       I   II  I       THIN  G  S      W  E      A  I.  I.      CARE      A  B  O  U  T  .  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900,  New  York,  NY  10019. 


What  makes  Escort  <JM)  M 
the  perfect  holiday  gift? 


me  nisi  VjUiuh 

Phone  Worth  ft 
Home  For  The  ] 


i  Mf  "  - 

l 

•  | 

ESCORT 

7fe  Innovative  Edge" 


Escort  9000  is  the  first  Digital  Spreads 
consumer  phone  (patent  pending).  It  offers 

uparalleled  new  levels  of  range,  clarity  and 
security  This  is  the  cordless  phone  you're  :; 
dreamed  of  owning  -  or  giving  as  a  gift. 
UNSURPASSED  RANGE 
Escort  9000  gives  you  up  to  four  times  the 
range  of  an  ordinary  cordless  phone. 
INCREDIBLE  CLARITY 
Escort's  advanced  digital  technology  pnK 
vides  incredibly  sharp  sound  quality. 
TOTAL  SECURTTV 

Onlv  Digital  Spread  Spectrum  techrjoiogr; 
provides  absolutely  private  conversalionl '  ^ 

Call  toll-free,  "  davs  a  week: 

1-800-433-3487 

Escort  9000  $399 

plus  shipping  &  handling.  OH  res.  add  6%  sales  tax. 

►  Department  1010N3  _ 
5200  Fields-Ertel  Road 
Cincinnati.  Ohio  45249  © 


ASK  ABOUT  OUR  MONEY-BACK 
HOLIDAY  GUARANTEE 


Add  Power  To  Your  Portfolio 


Benham  Utilities  Income  Fund: 
A  Good  Choice  For  Conservative  Investors 


Lost  people  look 
for  two  things  in  an 
income  investment: 
high  current  income 
and  the  ability  to  out- 
pace inflation  over 
time.  Utility  stocks  can 
help  vou  achieve  both 
objectives.  That's  why 
Benham  introduced 
the  first  no-load 
utility  fund  to  offer 
monthly  dividends. 


Growth  of  Utiuty  Stock 
Dividends  vs.  Inflation 
(1946-1992) 


No  Commissions. 
The  fund  is  true 
no-load,  so  you  pay 
no  commissions  or 
12b-l  fees.  And 
according  to 
Morningstar,  Inc., 
our  operating 
expenses  are  signi- 
ficantly lower  than 
the  average  for  all 
utility  funds. 


1946 


1969 


Call  1-800-472-3389,  Dept.  521 

□  The  Benham  Group" 

Managing  $10  billion  in  true  no-load  mutual  funds 

The  free  investment  guide  includes  a  prospectus  with  more  complete  information  on  management  fees  and 
expenses.  Please  read  it  carefully  before  you  invest.  The  Fund's  yield  and  share  price  will  vary;  you  may  have  a 
gain  or  loss  when  you  sell  your  shares.  The  chart  above  is  not  indicative  of  the  Fund's  future  performance. 
Sources:  Standard  &  Poor's  Security  Price  Index  Record  and  the  U.S.  Department  of  Labor.  Benham 
Distributors,  Inc.,  1665  Charleston  Road,  Mountain  View,  CA  94043 


A  treehouse  room  at  the  Post  Ranch  Inn 
Where  nature  and  profits  mix. 


lots  were  actually  six.  As  a  rewai 
Freed  received  a  piece  of  the  prof 
from  the  lots'  sale,  reducing  the  pri 
of  his  own  plot  by  half.  He  built 
redwood  -  and  -  stone  three  -  bedroc 
house  for  himself. 

In  addition  to  the  property  he  h 
already  sold.  Post  had  another  lot 
particularly  scenic  98-acre  ridge  r 
ing  above  the  Pacific.  Post  now  hac 
new  proposition  for  Freed:  Why  n 
build  a  hotel  there? 

Freed  was  skeptical.  He'd  won  o 
victory  over  the  Coastal  Commissic 
But  two?  And  for  a  hotel  yet?  Fre 
finally  decided  to  give  it  a  shot.  "Ev 
though  I  figured  the  odds  we 
against  us,  I  knew  it  would  make  f 
good  cocktail  party'  conversation." 

Karin  Strasser  Kauffman,  an  arde 
conservationist  who  was  then  t 
county-  supervisor  in  charge  of  a 
proving  land-use  plans,  was  oppos' 
to  commercial  development.  "It  sir 
ply  wasn't  appropriate,"  she  says. 

Freed  persevered.  He  haggled  ai 
argued,  compromised  and  countt 
compromised.  He  w  ould  reduce  t 
size  of  the  rooms  and  donate  land  f 
the  local  volunteer  fire  departmei 
He  shrewdly  offered  to  name  ea 
room  after  original  Big  Sur  horn 
steaders,  whose  descendants  were  i 
tluential  with  the  policy  makers.  I 
even  offered  to  use  electric  cars 
transport  guests  and  baggage  to  th< 
rooms.  Opposition  to  the  hotel  gra 
ually  w  eakened. 

To  go  the  final  mile  Freed  figun 
he  needed  a  local  partner.  "No  man 
how  you  cut  it,  I'm  still  a  lewi 
lawyer  from  San  Francisco,"  sa 
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book 


ty  years  after  those  tragic  days, 
rican  Heritage  magazine  and 
ed  Press  International  announce 
re-publication  of  their  classic 

IJR  DAYS  THE  HISTORICAL  RECORD 
IE  DEATH  OF  PRESIDENT  KENNEDY, 
t  DAYS  is  told  in  dramatic  pictures  and  text, 
ling  the  famous  eyewitness  account  by 
man  Smith,  UPFs  White  House  reporter, 
2  coverage  won  him  a  Pulit2er  Prize, 
also  is  Bruce  Catton's  moving  preface  to  1 
lal  edition  and  a  memorable  selection 
icial  documents,  the  undelivered  Dallas 
h,  public  and  private  messages  from 
id  the  world1 — a  commemorative 
rical  record  of  the  death  of  America's 
-fifth  President 


FOUR  DAYS  is  a  restrained, 
well-designed,  very  moving  reco\ 
of  the  death  of  President  Kennea 
and  the  events,  tragic,  formal, 
and  bizarre,  that  followed" 


—The  Atlan 


.... 


lerican  Heritage  Books 
Box  10934,  Des  Moines  IA  50350-0934 
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copies  of  FOUR  DAYS  (#B30) 


114.95  each  plus  $3.50  for  shipping  and  handling. 
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;ck  or  money  order  payable  to  American  Heritage. 
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Call  Toil-Free 
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FOUR  DAYS 

THE  HISTORICAL 
RECORD  OF  THE  DEATH  OF 
PRESIDENT  KENNEDY 

Compiled  by 

American  Heritage  magazine 
and  United  Press  International 


Introduction  by  Bruce  Catton 

The  hard-cover,  jacketed  edition 
is  $14.95. 

The  book  is  8  3/4  "x  11  1/4". 
144  pages,  with  more  than  140 
illustrations,  15  of  them  in  color. 


Freed.  "I  needed  someone  local  to 
work  with."  Myles  Williams  had  die 
proper  bona  fides.  Once  the  lead  sing- 
er in  the  New  Christy  Minstrels,  the 
popular  Sixties  folk  group,  he  now  ran 
an  apartment  complex  for  the  elderly 
in  nearby  Carmel. 

To  help  raise  the  $8  million  he- 
needed  for  construction,  Freed  and 
Williams  brought  in  two  TV  produc- 
ers, Paul  Witt  and  Tony  Thomas  (The 
Golden  Girls),  and  seven  others.  Alto- 
gether they  raised  $3.8  million,  in- 
cluding $500,000  of  their  own  cash. 

In  1989,  six  years  after  tackling  the 
project,  Freed  approached  Gary 
O'Brien  at  Pacific  Bank  in  San  Fran- 
cisco for  the  balance  of  the  cash. 
O'Brien  was  not  encouraging,  saying: 
"I  don't  lend  out  of  the  Bay  Area,  I 
never  do  hotel  financing.  And  I  never 
ever  finance  a  project  where  a  lawyer  is 
the  general  partner."  But  Freed  con- 
vinced him  to  take  a  look  at  the 
property,  and  O'Brien  was  won  over. 

To  keep  good  relations  with  the 
locals,  Freed  hired  a  Big  Sur  architect 
to  design  the  rooms  and  local  crafts- 
men to  build  the  furniture.  To  keep 
building  costs  from  running  out  of 
control,  he  gave  his  contractor  a  small 
piece  of  equity.  The  rooms,  budgeted 
at  $150,000  per  unit,  came  in  just 
$3,600  over  estimates — that's  a  very 
tolerable  $108,000  over  budget  on 
an  $8  million  project. 

To  run  the  hotel's  spectacular  cliff- 
side  restaurant,  Freed  turned  to  res- 
taurateur Tony  Perault  and  his  chef, 
Wendy  Little .  The  pair  went  on  to  win 
Wine  Spectator's  grand  award  this 
summer.  He  also  brought  in  a  profes- 
sional manager  to  run  the  hotel. 

The  Post  Ranch  Inn  opened  in 
March  1992,  with  half  the  30  rooms 
built  into  the  cliffs,  some  with  sod 
roofs.  Others  are  ersatz  treehouses, 
scattered  among  the  redwoods  and 
oaks,  built  on  pressure-treated  wood- 
en stilts  so  as  not  to  disrupt  the  root 
systems  of  the  surrounding  trees. 

Freed  still  maintains  his  law  practice 
in  San  Francisco,  but  spends  six  days 
every  month  at  his  Big  Sur  home. 
When  he  gets  tired  of  the  views,  he 
can  get  pleasure  poring  over  the  led- 
gers. For  the  first  nine  months  of  this 
vear,  the  hotel,  in  which  Freed  retains 
a  25%  interest,  earned  $400,000  in 
profits  on  revenues  of  just  under  $3 
million.  Mi 


When  a  software  publisher  stood  Jan  and  Bob 
Davidson  up  for  lunch,  Davidson  &  Associates  was  borr 
Thus  did  a  casual  rudeness  create  a  family  fortune. 

A  family  affair 


By  Damon  Darlin 

October  1982.  Janice  and  Robert 
Davidson  arrived  early  for  a  noon 
lunch  appointment  at  Tiny  Naylor's,  a 
coffee  shop  in  San  Clemente,  Calif. 
Jan  Davidson,  then  38,  was  a  former 
college  instructor  who  had  earned  a 
doctorate  in  American  literature  from 
the  University  of  Maryland.  Bitten  by 
the  computer  bug,  she  had  written  a 


software  program  to  teach  spec 
reading.  She  was  at  Tiny  Naylor's 
meet  a  software  publisher  who  e 
pressed  interest  in  publishing  the  pr 
gram,  which  she  called  Speed  Read< 
One  o'clock  came.  No  publisher 
Two  o'clock  came.  Still  no  publis 
er.  As  Jan  sat  stewing,  her  husbai 
convinced  her  to  publish  the  progra 


Jan  and  Bob 
Davidson  of 
Davidson 
&  Associates 
"We  worried 
about  wiping 
out  the  kids' 
savings." 
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I    4\    A  I  &  WORLD  REPORT 

U.S.News 


As  we  broaden  our  horizons, 
we're  losing  some  old  boundaries. 

US.NEWS 

 &  WORLD  REPORT  

Beginning  in  1985,  U.S.News  broadened  the  concept  of  the  American  newsmagazine- 
moving  beyond  last  week's  headlines  to  offer  forward-looking  analysis  and  News  You 
Can  Use.  Now  U.S.News  has  a  new  logo  to  match.  The  new,  boxless  logo  is  bolder, 
more  open.  A  radical  departure?  No,  just  the  fine-tuning  of  the  evolution  that  began 
in  1985.  Since  then,  U.S.News  has  reached  an  all  time  high  in  circulation  and  is  now 
the  newsmagazine  advertising  leader. 


U.S.News  &  World  Report.. .the  new  standard  for  newsmagazines. 


THROUGH  A  S 

WITH  A  BOND  INSURED,  I 

DONTG1 

IN   THE  I 

For  a  municipal  bond  insurance  deal  to  succeed  and  bear  fruit,  it  takes  people  who  know  how  to  keep  the  process 
ing  smoothly.  At  AMBAC,  you'll  find  scores  of  just  such  people.  Analysts.  Attorneys.  Regional  representatives.  Tech 
specialists.  All  of  whom  know  the  business  inside  out.  And  all  of  whom  are  absolutely  dedicated  to  the  outcome  of  your 

They'll  respond  promptly  to  your  questions  and  concerns.  They'll  strive  to  understand  your  needs  and  objectives.  T 
listen.  And  they'll  keep  things  moving  toward  a  successful  conclusion. 


One  State  Street  Plaza,  New  York,  New  York  10004;  (212)  668-0340 


GARDEN 


CS  TO  WATER  THAT  FLOWED, 

TEM  FINANCED 

COMPANY  WHERE  DEALS 

r  STUCK 

P  E  L  I  N  E. 

Ys  all  part  of  our  continuing  commitment  to  serve  our  customers  better.  And  it  goes  a  long 
•toward  explaining  why  we've  earned  triple-A  rating?  from  both  Moody's  and  Sd2P.  Not 

ntbn  the  confidence  of  invest  >rs  all  act  ss  America  who  find  safety ,  ind  security  in  .  \,\  IB.  V  .  BjMk  ^SUMW%  BBk  ffe 

yon't  let  your  next  municipal  bond  die  on  the  vine.  Call  (212)  208-3400  t  '  H^BIlMI| 

\  video,  For  the  Life  of  the  Bond.  him  i  iiiumiiii  i  w  i  ibiii  imii 


OU         HAVE         OUR         WORD         ON  IT 


UP  &  COMERS 


herself. 

The  publisher  never  did  keep  his 
appointment,  so  the  couple  started 
their  own  company,  Davidson  &  As- 
sociates Inc.,  to  publish  the  program. 
For  startup  capital,  the  Davidsons 
raided  $6,000  from  their  three  young 
children's  college  fund.  They  used  the 
cash  to  package  Speed  Reader  in 
schoolish-looking  three-ring  binders. 

Stupid  no-show  publisher.  Lucky 
Davidson  kids.  Speed  Reader  was  an 
immediate  hit,  selling  over  5,400 
copies  at  $50  (net  to  the  Davidsons) 
its  first  year  on  the  market.  Jan  David- 
son used  the  proceeds  to  develop 
other  hit  programs  and  build  David- 
son &  Associates  into  a  lucrative  soft- 
ware publisher.  Last  year  the  compa- 
ny, which  publishes  bestselling  educa- 
tional software  titles  like  Math  Blaster 
and  Word  Attack,  earned  $6.1  million 
on  sales  of  $40  million.  With  help 
from  Donaldson,  Lufkin  &  Jenrette 
and  Smith  Barney,  the  Davidsons 
took  the  company  public  in  March 
but  still  own  a  57%  stake;  it's  worth 
$228  million  on  paper.  Trusts  for 
their  children  own  stock  worth  an 
additional  $78  million. 

After  the  early  success  of  Speed 
Reader,  Jan  Davidson  began  work  on 
programs  that  turned  spelling  drills 
and  math  drills  into  games.  A  real 
estate  agent  friend,  who  had  some 
background  in  programming,  added 
sound,  color  and  action  to  make  the 
programs  more  appealing  to  kids.  Da- 
vidson then  marketed  the  programs 
to  local  southern  California  schools, 
where  her  academic  background 
helped  open  doors.  Kids  who  enjoyed 
the  programs  at  school  pushed  their 
parents  to  buy  copies  for  them  to  use 
at  home. 

By  1986  the  company's  sales  hit  $4 
million,  and  Jan  Davidson  was  getting 
bogged  down  in  administrative  tasks. 
She  found  her  choice  of  chief  execu- 
tive nearby:  She  tried  to  recruit  her 
husband,  a  lawyer  and  a  business 
school  graduate.  But  Bob  Davidson, 
then  42,  was  a  senior  executive  at 
Parsons  Corp.,  a  large  construction 
and  engineering  services  firm;  he 
wasn't  sure  that  he  should  leave  the 
fast  track  of  a  large  company  to  work 
for  his  wife. 

Jan  got  her  man  in  April  1989: 
While  cleaning  out  a  bedroom  closet, 
she  found  the  results  of  a  personality 


Kid  CAD  (top), 

Math  Blaster  (bottom) 

Build  a  house,  furnish  it,  blow  it  up. 


test  her  husband  had  taken  in  business 
school.  The  test  revealed  he  had  high 
entrepreneurial  potential.  She  left  it 
lying  out;  two  weeks  later  he  agreed  to 
take  the  job. 

Bob  Davidson  saw  massive  consoli- 
dation coming  to  educational  soft- 
ware. "We  wanted  to  avoid  being  the 
consolidatee,"  he  says.  The  trick,  he 
decided,  was  to  take  a  leaf  from  the 
history  of  Hollywood  studios  of  the 
1910s  and  1920s:  He  would  get  more 
control  over  his  programming  prod- 
ucts' distribution.  So  while  most 
small  software  companies  farmed  out 
their  distribution  chores,  one  of  Da- 
vidson's first  moves  was  to  deal  direct- 
ly with  large  consumer  accounts,  like 
Software  Etc.  and  Babbages. 

Next  step:  Consolidate  the  compa- 
ny's hold  on  the  school  market.  Last 
year  Davidson  swapped  9%  of  the 
company's  equity  for  Educational  Re- 
sources Ltd.  of  Elgin,  111.;  an  $18.8 
million  (revenues)  reseller  of  educa- 
tional software,  the  company  controls 
more  than  half  the  school  market. 
Through  Educational  Resources,  Da- 
vidson now  distributes  over  1,200 
games  and  educational  programs — 
including  popular  titles  from  other 
companies,  like  Sim  City  and  Mavis 
Beacon  Teaches  Typing — to  schools. 

While  Math  Blaster  ($60  at  retail) 
and  Reading  Adventures  in  Oz  ($60) 


almost  sell  themselves,  Davidson  1 
begun  publishing  his  equivalent  of; 
movie.  Smart  Works,  a  teaching  ser 
for  Spanish,  math,  dinosaurs  and  ot 
er  subjects,  retails  for  under  $10  p 
subject;  this  low-end  product  is  sc 
primarily  through  discounters  li 
Price  Club  and  Pace,  as  well  as  so 
ware  stores. 

Another  new  product:  Last  y< 
Davidson  swapped  6%  of  its  stock  i 
First  Byte,  a  little  company  with  a  ni 
program  to  convert  text  into  syntr 
sized  speech.  First  Byte's  speech  s1 
tern  is  used  in  Davidson's  Kid  Woi 
2,  a  word  processing  and  painti 
program,  and  The  Cruncher, 
spreadsheet  for  kids.  Kid  Works  2  v 
read  aloud  stories  that  kids  have  wr 
ten  and  illustrated,  flashing  their  p 
tures  as  it  reads  the  text.  And  T 
Cruncher  lets  kids  track  sports  stat 
tics.  It  will  also  forecast,  based 
savings  from  their  allowance  and  o 
jobs,  when  they'll  have  the  cash  fo 
particular  new  toy  or  computer  gan 

Like  the  old  movie  studio  boss 
the  Davidsons  are  determined  to  o\ 
every  bit  and  byte  of  their  progran 
On-staff  programmers  and  artists  c 
velop  the  software;  staff  musicia 
record  soundtracks  and  sound  effec 

Since  its  public  stock  offering 
$13  a  share  in  March,  investors  ha 
driven  Davidson  &  Associates'  stc 
to  high  altitudes — at  a  recent  $24 
share,  it's  selling  at  10  times  reveni 
and  65  times  trailing  earnings.  B 
Jan  Davidson  says  she's  never  be 
more  optimistic  about  the  compai 
A  small  woman  with  an  intense  ga; 
she  frequently  visits  toy  stores 
search  of  inspiration.  It  was  on  o 
such  visit  that  she  began  to  hatch 
idea  for  a  sort  of  electronic  Lego  s 
Kid  cad,  a  computer-aided  desi; 
program,  allows  kids  to  build  a  dre£ 
house,  decorate  and  furnish  it — ai 
then  blow  it  to  bits.  Introduced 
June,  the  $50  (retail)  program  oi 
sold  the  entire  year's  sales  projectic 
in  just  three  months.  Sighs  Jan  Davi 
son  of  the  long  hours  she  keeps  pi 
ting  in:  "I  did  think  that  by  now  I'd 
leaving  the  office  before  6  p.m." 

Bob  Davidson  harbors  a  differe 
concern.  "When  we  started,  we  wc 
ried  about  wiping  out  the  kids'  sa 
ings,"  he  says.  "Now  we've  ma 
them  rich.  I  don't  know  which 
worse,"  he  laughs.  I 
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Your  demand  for  a  first-class  ticket  to  Milan.  Pronto. 
Not  Overlooked. 

Your  desire  for  trousers  pressed  to  military  standards.  On  tne  double. 

Not  Overlooked. 

Your  craving  for  New  York  steak  with  hand-cut  fries.  At  1:30  a.m. 

Not  Overlooked. 

and 

Above, 

an  example  of  some  things  we  admittedly  overlook. 


You've  never  experienced  anytking  quite  like  it. 
Even  in  Newark. 


4 


FourSeasons  Hotel 

NEW  YORK 

57  EAST  57TH  STREET  BETWEEN  MADISON  AND  PARK 
PHONE  (2121 758-5700  OR  YOUR  TRAVEL  COUNSELOR 


UP  &  COMERS 


Hap  Klopp,  Richard  Bangs  and  Leo  Le  Bon  can  take 
you  down  Chile's  Bio  Bio  River  or  up  Mount  Kilimanjaro. 
But  can  they  turn  a  profit  on  adventure  travel? 

Survivalists 


By  James  M.  Clash 

Running  A  business  is  tougher  than 
running  a  raft  down  the  white  water 
of  Chile's  Bio  Bio  River.  Just  ask 
Richard  Bangs,  Leo  Le  Bon  and  Ken- 
neth (Hap)  Klopp. 

Bangs,  43,  is  a  white- water  rafting 
enthusiast.  Twenty  years  ago,  when 
he  was  studying  journalism  at  the 
University  of  Southern  California,  he 
started  Sobek  Expeditions,  Inc.  to 
take  thrill-seeking  travelers  down  re- 
mote rivers  like  the  Bio  Bio  and  the 


Omoin  Ethiopia.  Bangs  didn't  expect 
to  get  rich;  the  company  was  meant 
merely  to  pay  the  bills  for  his  river 
thrills.  "There  was  absolutely  no  con- 
sideration for  this  as  a  business," 
laughs  Bangs,  surprisingly  soft-spo- 
ken and  shy  for  a  man  who  has  35  first 
runs  of  some  of  the  world's  most 
dangerous  rivers  under  his  belt. 

Burly  Leo  Le  Bon,  59,  is  a  Belgian- 
born  former  sculptor  and  avid  moun- 
tain climber.  Like  Bangs,  he  started  an 


Climber  Leo  Le  Bon  (left)  and  white-water  rafter  Richard  Bangs 
They  turned  their  passions  into  businesses. 


adventure  travel  company,  Mounta 
Travel,  Inc.,  to  finance  his  hobby. 
1969  Le  Bon  began  taking  custom* 
on  trekking  and  climbing  trips 
places  like  Mount  Everest  base  cam 
and  Peru's  Machu  Picchu. 

Adventure  travel  is  not  for  the  bu 
get- minded.  A  ten-day  rafting  ti 
down  Alaska's  Tatshenshini  River,  1 
instance,  costs  around  $2,000,  e 
eluding  airfare.  A  three-week  clin 
up  Antarctica's  Mount  Vinson  w 
cost  you  more  than  522,000.  But 
the  1980s  the  economy  was  growii 
and  people  had  no  qualms  abo 
shelling  out  that  kind  of  money  fol 
memorable  experience.  Betwe 
1980  and  1989  Le  Bon's  Mounts 
Travel  increased  the  number  of  trip; 
scheduled  by  50%,  to  478,  and  upp 
the  number  of  destinations  from  97 
141.  Similarly,  Bangs'  Sobek  i 
creased  the  number  of  its  destinatio 
by  a  third,  to  113,  and  tipped  its  tri 
by  70%,  to  415.  Revenues  surged, 
more  than  $7  million  for  Mounts 
Travel  and  S5  million  for  Sobek. 

But  like  an  early  spring  thaw  oi 
hidden  rock,  the  explosive  grow 
created  a  dangerous  situation  ( 
Bangs  and  Le  Bon.  The  surging  re\ 
nues  papered  over  deteriorating  pr< 
itability  and  created  a  sense  that  th 
could  do  no  wrong.  New  adventi 
travel  competitors,  like  InnerAsia  E 
peditions  and  Wilderness  Travel,  h 
gan  siphoning  off  business. 

In  1989  Bangs  made  a  bad  mistal 
He  paid  $660,000  for  an  office  buil 
tng  in  a  posh  section  of  Oaklar 
Calif,  only  to  run  into  zoning  pre 
lems  that  kept  Sobek  from  operati 
out  of  it.  A  vear  later  Bangs  sold  t 
building— at  a  $400,000  loss. 

That  same  year  Le  Bon,  too,  err 
badly  when  he  leased  an  icebreaker  1 
Antarctic  cruises.  After  signing  t 
papers  he  discovered  the  ship  w 
locked  up  in  dry  dock.  Le  Bon  had 
refund  $1  million  or  so  collected 
deposits  from  284  customers.  Mou 
tain  Travel's  loss:  $515,000. 

With  these  two  blunders,  both  S 
bek  and  Mountain  Travel  were  han 
ing  by  threads.  Then  the  Gulf  w 
erupted  and  cut  the  threads.  In  19' 
Sobek's  revenues  were  sliced  nearly 
half,  to  $2.8  million,  and  the  comf 
ny  lost  $240,000.  Thanks  to  a  go 
first  half  of  the  year,  Mountain  Tra1 
managed  to  rack  up  a  modest  gain 
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ecurity  Defined. 


Defined  Asset  Funds*"  are  unit  investment  trusts  that  can  help  define  security. 
Especially  if  your  definition  includes  having  money  and  the  time  to  enjoy  it. 
Consider  our  Defined  Corporate  Income  Funds,  Insured  Series.  These  AAA-rated 
Funds  offer  attractive  monthly  income  and  the  protection  of  credit  insurance  .* 
Ask  your  financial  professional  about  Defined  Asset  Funds.  Call  i-8oo-56j-2Qj6,  ext  535. 


 Merrill  Lynch  
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:or  more  complete  information,  including  all  charges  and  expenses,  request  a  free  prospectus.  Read  it  carefully  before  investing.  *The  investment  is  still  subject  to  market  risk.  The  terms  of  insurance  are 
lesenbed  in  the  prospectus.  No  representation  is  made  as  to  the  issuer's  ability  to  meet  its  commitments.  The  rating  results  from  insurance  which  guarantees  these  pa\ments-not  market  value,  which  fluctuates. 


UP  &  COMERS 


LEFT: 

Mountain  Travel- 
Sobek  Chief 
Executive  Kenneth 
(Hap)  Klopp 
Running  a 
business  is  a  lot 
tougher  than  run 
ning  the  rapids. 


BELOW: 

Climbing  Mexico's 
Mt.  Orizaba 
Thin  air  and 
magnificent 
views. 


revenues,  to  $8.5  million,  but  ex- 
penses were  so  out  of  control  that  the 
company  lost  nearly  $1  million. 

Enter  now  a  third  entrepreneurial 
outdoorsman,  Hap  Klopp.  After 
earning  an  M.B.A.  from  Stanford, 
Klopp  in  1968  paid  $140,000  for  the 
North  Face,  then  a  small  but  respect- 
ed retailer  of  parkas,  sleeping  bags  and 
other  outdoor  equipment.  Twenty 
years  later  he  sold  the  North  Face  to 
Hong  Kong-based  Odyssey  Interna- 
tional for  $22  million. 

Over  the  years  Klopp  went  on  sev- 
eral of  Bangs'  river  trips  and  knew 
Bangs  well.  As  Sobek's  revenues  be- 
gan to  plunge,  Bangs  enlisted  Klopp 
as  a  consultant.  Klopp's  advice  was 
stern:  The  only  way  to  survive  was 
through  consolidation. 

Klopp  advised  Bangs  that  Moun- 
tain Travel  would  make  a  good  part- 
ner, but  neither  Bangs  nor  Le  Bon 
wanted  to  negotiate  a  deal.  "There 
was  a  lot  of  posturing  and  all  that 
stuff,"  recalls  Bangs.  "We  were  such 
rivals.  There  were  lots  of  differences. 
But  we  had  lots  of  similarities,  too.'1 

Their  survival  instincts  finally  won 
out,  and  in  May  1991  Bangs  and  Le 
Bon  hammered  out  a  merger  agree- 
ment. Le  Bon,  then  57,  would  sell  his 
stake  in  Mountain  Travel  for 
$900,000,  with  a  ten-year  payout, 
and  would  remain  with  the  new  com- 
pany as  a  planner  and  leader  of  climb- 
ing trips.  Bangs,  then  40,  stayed  on  to 
oversee  promotion  at  the  new  Moun- 


tain Travel-Sobek. 

Well  before  he  was  named  chief 
executive  of  the  new  company  late  last 
year,  Klopp  went  looking  for  outside 
investors  to  keep  the  business  afloat. 
Altogether,  $2.4  million  was  raised, 
including  $1.2  million  from  a  holding 
company  controlled  by  Fred  Kreh- 
biel,  chief  executive  of  electrical  com- 
ponent maker  Molex  Inc.  Krchbiel, 
son  of  Forbes  Four  Hundred  member 
John  Krehbiel  Sr.,  had  been  on  trips 
to  Patagonia  and  Nepal  with  Moun- 
tain Travel.  His  holding  company 
now  owns  33%  of  Mountain  Travel- 
Sobek.  Bangs  retains  about  5%. 

As  the  company  recapitalized, 
Klopp  moved  to  streamline  its  opera- 


tions. The  staff  was  cut  in  half,  to 
people,  and  rafting  and  trekking  tri 
to  similar  regions  were  combine 
Before  the  merger,  for  example,  S 
bek  ran  a  "Rivers  of  Costa  Rica"  ti 
and  Mountain  Travel  had  its  "Natu 
History  of  Costa  Rica"  trekking  exp 
ditions.  Now  the  rafters  and  the  tre 
kers  travel  to  Costa  Rica  together. 

Klopp  also  pushed  to  bring  in 
chief  financial  officer.  By  June  19" 
the  El  Cerrito,  Calif. -based  compa 
w  as  able  to  pinpoint  the  break-ev 
point  on  even,'  trip.  This  enabl 
Klopp  to  eliminate  Mounts 
Travel-Sobek's  moneylosing  trips. '. 
early  this  year  he  had  eliminated  11 
trips  to  more  than  100  destination; 

How's  it  all  working?  Depends  i 
who  you  ask.  Perhaps  because  he's  t 
eldest  of  the  three  outdoorsmen,  L 
Le  Bon  thinks  the  company's  b< 
days  are  behind  it.  "Adventure  tra^ 
does  not  lend  itself  to  commercial 
tion,"  he  grouses.  "It's  most  succe: 
ful  when  f  the  company  is]  small,  sp 
cialized,  high-spirited,  hands-c 
When  corporate  America  comes  to 
it  doesn't  work." 

But  Hap  Klopp  is  more  upbe; 
Last  year  the  company's  losses  n; 
row  ed  to  $625,000,  he  says,  on  rev 
nues  of  $9.9  million.  This  year  Klo] 
projects  a  modest  profit  on  revenu 
of  $10  million.  "We've  rounded  t 
corner,"  says  Klopp.  But  wheth 
there's  still  water  or  a  waterfall  aroui 
the  next  bend,  Klopp  can't  say.  I 
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Nobody  does  it 
exactly  like  Hertz. 


Hertz  rents  Fords  and  other  fine  cars. 

9  REG.l-.S.PAT.OFF.  ©  HF.RTZ  SYSTEMS  INC.  I99.V088-93 


When  it  comes  to  speed. . . 

(T)here  simply  is  no  faster  way  to  rent  a  car 
than  Hertz  #1  Club  Gold.  But  because  it's 
from  I  lertz,  it's  more  than  just  fast.  At  30  of 
our  busiest  locations,  only  #1  Club  Gold 
has  a  weather-protected  canopy  and  your 
name  in  lights  to  direct  you  to  your  car. 

When  it  comes  to  service... 

(T)he  name  Hertz  means  more  service  in 
more  places.  Like  a  choice  of  Instant,  Self- 
Service  or  Express  Return  systems.  Or 
Computerized  Driving  Directions  in  your 
choice  of  six  different  languages. 

When  it  comes  to  savings. . . 

(N)obody  offers  you  more  ways  to  save  than 
Hertz.  Like  vacation  savings  by  the  day, 
the  weekend  or  the  week.  All  with  Free 
Unlimited  Mileage.  Or  big  savings  for  small 
businesses.  Or  One-Way  Rates  with  no 
drop-off  charges. 

When  it  comes  to  satisfaction. . . 

(w)ith  Hertz,  you'll  always  have  a  trip  that's 
smooth  and  worry-free.  Because  there's 
nothing  else  exactly  like  Hertz  24-Hour 
Emergency  Road  Service.  Around  the 
clock,  around  the  world,  assistance  is 
always  just  a  toll-free  call  away. 

(c)ompare  our  quality,  value  and  service 
and  you'll  see  that  today  more  than  ever, 
nobody  does  it  exactly  like  Hertz. 


exactly. 


Advertisement 


President  Fidel  V.  Ramos 

r  I  i  be  Philippines  is  the  right 
I  investment  sitef  >r  a  mipanies 
L/br  many  reasons.  We  have  the 
human  resources —  a  large  pool  of 
high-quality  manpower  at  all  levels 
at  competitive  cost.  We  have  ample 
natural  resources  from  which  to 
derive  the  rate  materials  for  a  wide 
variety  of  products. 

We  have  a  population  of  65  mil- 
lion largely  literate,  mostly  English- 
speaking  Filipinos,  which  represents 
a  sizable  market  in  itself.  We  are 
strategically  located —  in  the  very 
heart  of  Asia,  the  world's  fastest 
growing  region.  Using  the  Philippines 
as  a  base,  companies  can  have 
quick  and  eas  y  access  to  some  one 
billion,  increasingly  affluent  con- 
sumers of  East  Asia. 

Now  is  a/so  the  right  time  to  incest 
in  the  Philippines  because  never  has 
the  business  environment  been  more 
favorable  than  it  is  today.  Gone  are 
the  carious  restrictions  on  trade  and 
investments  that  made  doing  business 
in  the  country  difficult  in  the  past. 

Instead,  we  hare  provided  more 
incentives  and  infrastructure  sup- 
port to  make  doing  business  here 
much  easier  and  more  profitable 
than  ever  before 

We  have  also  been  dismantling 
whatever  cartels  and  monopolies 
still  exist  in  some  sectors  making 
the  playing  fields  as  even  as  possi- 
ble. We  are  privatizing  as  fast  us 
we  can  the  corporations  owned  by 
the  government.  Indeed,  we  have 
moved  a  long  way  toward  becoming 
a  free  and  competitive  economy. 

The  message  I  want  to  impart  to 
businessmen  all  over  the  world  can 
lxj  boiled  down  to  this,  the  Philippines 
is  back  in  business,  here  in  the 
heart  of  a  booming  Asia,  and  those 
who  invest  in  the  country  now  will 
go  with  us  all  the  way  to  the  top. 


T^  THE 

Philippine: 

A    DRAGON     IN    THE  MAKIN 


7he  Philippines  now  faces  its  best 
propect  for  sustained  development 
in  almost  two  decades.  A  window 
of  opportunity  exists  for  the  new 
government. 

A  World  Bank  analysis 
April  1993 

Seizing  the  opportunity  at  a  decisive 
moment  in  its  modern  history, 
President  Fidel  V.  Ramos  is  setting  the 
Philippines  on  a  new,  stable  course  of 
economic  growth.  It  is  no  high-wire 
act,  promising  more  than  his  18- 
month-old  government  can  deliver. 
Leader,  visionary  and  West  Point  grad- 
uate President  Ramos  is  marshaling 
the  Philippines'  rich  resources,  both 
human  and  industrial,  to  put  his 
country  back  on  the  map  after  some 
20  years  of  unrest  and  instability. 

"Compare  the  Philippine  state  with 
the  East  Asian  dragons,"  he  told  his 
people  in  his  recent  State  of  the 
Nation  address,  referring  to  neighbors 
like  South  Korea,  Hong  Kong,  Thailand 
and  Malaysia,  whose  economies 
continue  to  pack  a  wallop  despite  the 
world  recession.  "We  now  know 
development  cannot  take  place  in 
our  country  unless  we  put  our  house 
in  order." 

In  a  country  committed  to  democ- 
racy, President  Ramos  is  shunning  the 
authoritarianism  that  has  tainted  the 
economic  progress  of  some  other 
Pacific  Rim  countries  —  and  his  own 
nation  under  the  Marcos  dictatorship. 
Instead,  he  has  forged  a  National 
Unification  Commission  to  heal 
political  wounds. 

"The  objective  of  the  Philippines 
is  to  become  an  NIC  —  a  Newly 
Industrialized  Country,"  says  Paul 
Cunnion  of  the  Philippine  American 
Chamber  of  Commerce  Inc.,  clearly 
impressed  by  the  government's  new 


look.  "What  President  Ramos  has 
done  is  formulate  a  new  economi 
policy.  As  far  as  U.  S.  and  other 
foreign  investment  is  concerned, 
amounts  to  a  major  liberalization. 
Now  President  Ramos  has  thrown 
door  wide  open." 

American  industry's  stake  in  tl 
Philippines  is  already  substantial 
some  $8  billion  in  direct  investme 
with  blue-chip  names  like  the  Ame 
International  Group,  Caltex,  Citibc 
Coca-Cola,  Colgate,  Enron,  Motor 
Pfizer,  Philip  Morris  and  Procter  8 
Gamble  among  the  major  multina 
players.  Says  Patrick  Ward,  Presic 
Chairman  and  CEO  of  Caltex  Petro 
Corp.,  "We  are  very  pleased  that 
President  Ramos,  through  his  leai 
ship  and  vision,  has  greatly  imprc 
the  business  environment  in  the 
Philippines.  It  is  very  encouraginc 
see  the  increase  in  investments,  e 
ing  to  the  fact  that  the  business  ci 
munity  is  now  more  confident  an- 
positive  about  the  opportunities  £ 
growth  in  the  Philippine  economy 

The  new  can-do  attitude  of  th< 
Ramos  administration  is  coupled 
a  campaign  to  privatize  governm< 
companies,  such  as  Philippine  Aii 
and  Petron,  and  break  up  monopi 
This  fresh  approach  is  attracting  < 
more  U.  S.  companies.  For  instar 
AT&T  is  moving  aggressively  to 
participate  in  expanding  the  Philipi 
telecommunications  capability  to 
make  it  world-class.  And  Enron  C 
is  helping  the  country  cope  with  it 
exasperating  "brownouts,"  which 
be  a  thing  of  the  past  by  1994. 

"Enron  views  the  Philippines  j 
leader  in  Asia  in  encouraging  priv 
investment  in  power  generation," 
Chairman  and  CEO  Kenneth  L.  La 
"The  government's  proactive  priv 
power  program,  which  provides 


jquate  incentives  and  direction  for 
:ential  investors,  is  an  excellent 
DOrtunity  for  companies  like  Enron." 
The  Ramos  makeover  of  the  econ- 
y  isn't  just  a  lot  of  talk. 
The  Foreign  Investment  Act  of 
)1  helped  free  up  everything,  from 
flow  of  capital  to  expansion  of 
sign  ownership  of  Philippine  enter- 
ses.  For  example,  an  American 
estor  can  now  own  more  than  40% 
a  company  —  the  traditional  limit 
f  it  is  working  in  certain  areas 
echnology. 

While  the  Philippines  no  longer 
ys  host  to  the  U.  S.  armed  forces 
he  Subic  Naval  Base  and  Clark  Air 
;e  —  and  loses 
ldreds  of 
lions  of  dollars 
evenue  in  the 
cess  —  the 
kernment  has 
artly  turned 
^it  around  and 
Tied  a  Bases 
inversion 
/elopment 
:hority  to  assist 
mestic  and 
sign  compa- 
s  that  are 
rching  for  plant 
Is.  Federal  Express,  for  one,  is 
isidering  using  Clark  as  its  region- 
ieadquarters. 

The  Ramos  plan  also  calls  for 
entralizing  industry  and  encourag- 
•  small  and  medium-size  compa- 
?3.  One  of  the  vehicles  for  getting 
;  done  is  the  formation  of  NGOs, 
Nongovernmental  Organizations, 
!  mailer  towns.  Today,  the  govern- 
nt  is  counting  on  market  rather 
n  political  forces  to  help  re-shape 
Philippines. 

Influential  companies  such  as  the 
i  Miguel  Corporation,  one  of  the 
i|est  conglomerates  in  the  country, 
partners  with  Japanese,  American, 
mish  and  other  European  interests 
many  projects.  They  are  pursuing 
strategy  to  make  Philippine  con- 
Tierates  highly  competitive  in  the 
an  region. 

Business  confidence  is  riding  high, 
ation  is  no  longer  double-digit,  and 


President  Ramos  activates  another  power facili 
ty  to  increase  The  Philippines'  energy  resources 


the  Manila  composite  stock  index  is 
bullish.  Economic  growth  is  still  mod- 
est —  projected  at  2.5%  this  year  — 
but  definitely  upwardly  mobile. 

In  the  new  social  mix,  the  Ramos 
government  is  relying  on  a  resource 
that  is  more  valuable  than  all  the 
gold,  copper,  bananas  and  timber  his 
country  exports:  Filipinos  themselves, 
65  million  strong  and  dedicated  to  the 
work  ethic.  "There's  an  enormous 
supply  of  educated,  English-speaking 
workers,"  says  Cunnion,  "and,  perhaps 
more  important,  a  large  management 
pool  at  the  graduate-school  level." 

"Philippines  2000!!!, "an  ambi- 
tious, country-wide  development  pro- 
gram, aims,  in 
President 
Ramos'  words, 
"to  mobilize  the 
entrepreneurial 
spirit  in  ordinary 
Filipinos." 

From  Luzon 
to  Mindanao,  in 
a  tropical  archi- 
pelago stretch- 
ing over  1,100 
miles,  agrarian 
reform  is  also 
a  high-priority 
item  for 

President  Ramos,  as  it  has  been  for 
his  predecessors.  But  the  flight  to  the 
cities,  in  the  Philippines  as  elsewhere 
along  the  Pacific  Rim,  is  as  inexorable 
as  industrialization  is  inevitable. 

With  the  new  government  broom 
sweeping  clean  —  relegating  tax 
evaders  and  corrupt  officials  to  the 
dust  bin  —  President  Ramos  can  talk 
confidently  about  "opening  the  econo- 
my, dismantling  monopolies  and  car- 
tels injurious  to  the  public  interest,  and 
leveling  the  playing  field  of  enterprise." 

"We  now  have  a  real  opportunity 
to  secure  a  fair  share  of  the  invest- 
ments flowing  into  the  ASEAN  region," 
he  says,  referring  to  the  Association 
of  Southeast  Asian  Nations.  "What 
is  important  is  that  we  continue  to 
improve  our  country's  attractiveness 
for  investments  —  by  emphasizing 
our  competitive  advantage."  ■ 

Written  by  J.  Paul  Axline  of  Finlyn 

Communications,  Inc. 

Desiqn:  Leslie  Sinqer  Desiqn,  NYC 


"The  Coca-Cola  Company  has  had  a 
strong  presence  in  the  Philippines 
since  1927.  Working  closely  ivith 
our  partner,  the  San  Miguel 
Corporation,  we  have  built  a  highly 
successful  operation  that  has  estab- 
lished itself  as  the  leading  soft  drink 
company  in  the  country. " 

"We  believe  that  conditions  are 
favorable  for  the  Philippines  to  con- 
tinue to  show  strong  growth  and 
increase  in  importance  in  the  years 
ahead,  and  look  forward  to  the 
continued  growth  of  our  business  in 
the  important  Philippine  market. " 

Roberto  C.  Goizueta 
Chairman  of  the  Board  and  CEO 
The  Coca-Cola  Company 


"Philip  Morris  Companies  is  encour- 
aged by  the  actknis  President  Ramos 
has  taken  to  significantly  improve 
business  conditions.  We  applaud 
the  liberalization  of  foreign  invest- 
ment and  the  removal  of  previously 
imposed  trade  barriers  that  penal- 
ized foreign  companies.  With  these 
improvements  in  the  business  cli- 
mate and  the  improved  political 
environment,  the  future  promises  a 
great  many  opportunities  for  our 
companies  and  our  business  associ- 
ates in  the  Philippines. " 

Michael  A.  Miles 

Chairman  and  CEO 

Philip  Morris  Companies  Inc. 


"Procter  &  Gamble  has  a  long- 
established  and  profitable  business 
in  the  Philippines,  dating  back  to 
1935.  We  noiv  rank  as  the  16th 
largest  corporation  with  a  $342 
million  business,  employing  1,  700 
people  and  marketing  more  than 
30  popular  consumer  products. 
Our  confidence  in  this  market  is 
evidenced  by  our  capital  investment 
of  about  $71  million  in  the  past 
five  years  with  even  bigger  invest- 
ments planned  for  the  future. 
The  outlook  for  the  Philippines  has 
never  been  brighter. " 

Edwin  L.  Artzt 

Chairman  and  CEO 

The  Procter  &  Gamble  Company 


While  other  textile  firms  grouse  about  imports,  Cone 
Mills  pursues  an  intelligent  international  strategy. 

"Oh,  the  places 
you'll  go" 


By  Amy  Feldman 

J.  Patrick  Danahy,  Cone  Mills 
Corp.'s  chief  executive  officer,  keeps 
a  copy  of  the  Dr.  Seuss  book  Oh,  the 
Places  You'll  Go  prominently  dis- 
played in  his  office.  It's  a  reminder: 
If  there's  business  to  be  had,  we'll 
go  there. 

While  many  other  U.S.  textile  com- 
panies whine  for  protection  in  the  face 
of  a  $l-billion-a-ycar  U.S.  trade  defi- 
cit in  fabrics,  Greensboro,  N.C.- 
based  Cone  Mills  is  giving  foreign 
producers  a  good  run  for  their  money. 
With  its  1 1  manufacturing  plants  in 
North  Carolina,  South  Carolina  and 
Mississippi,  Cone  Mills  deriv  ed  about 
16%  of  its  $705  million  in  revenues 
last  year  by  selling  denim,  flannel, 
chamois  and  other  fabrics  abroad. 

Cone  owes  much  of  its  exporting 
success  to  its  longstanding  relation- 
ship with  Levi  Strauss  &  Co.,  which 
buys  nearly  40%  of  Cone's  textiles  and 
relies  exclusively  on  Cone  proprietary 
denims  for  the  popular  501  button- 
flv  jeans.  Cone  is  thus  a  big  supplier  to 
Levi  plants  abroad  as  well  as  to  foreign 
facilities  of  such  other  U.S.  jeans  mak- 
ers as  VF  Corp.  and  Calvin  Klein. 

But  Cone  also  sells  to  Italian  sports- 
wear manufacturer  Super  Rifle  and  to 
the  makers  of  Ellus  jeans,  in  Chile, 
and  of  Mango  jeans,  in  Argentina. 
With  the  mammoth  Japanese  trading 
company  Itochu  as  a  customer,  Cone 
is  probably  the  only  U.S.  textile  com- 
pany, for  example,  that  has  broken 
into  the  Japanese  market. 

One  of  Cone's  advantages  over 
other  U.S.  textile  companies  is  its 
heaw  use  of  technology.  Unlike  most 
fabrics,  which  are  dyed  after  they  have 
been  woven,  denim's  warp  threads 
must  be  dyed  before  weaving,  an  ar- 
duous process  that  allows  the  denim 


to  fade  when  washed.  Both  the  dyeing 
and  the  weaving  use  expensive,  high- 
tech machinery  but  few  workers. 
Cone's  state-of-the-art  U.S.  plants 
turn  out  some  450  varieties  of  denim. 
Among  them:  brightly  colored  heavy- 
weight denims  that  are  woven  with 
black  '■'filling"  rather  than  the  tradi- 
tional white  to  create  a  different  effect 
after  washing.  Wrangler  introduced 
this  product  this  season  in  its  cowboy- 
cut  jeans. 

Cone  also  has  an  edge  over  compet- 
itors like  Burlington  Industries  or 
Riegel  Textiles  because  it  has  been 
exporting  for  decades,  whereas  they 
tended  to  concentrate  on  the  safe, 
protected  domestic  market.  After 
World  War  II,  as  jeans  gained  popu- 
larity in  Europe,  Cone  began  export- 
ing denims  there. 

Cone  was  founded  in  1891  by 
brothers  Moses  and  Ceasar  Cone  as 
the  Cone  Export  &  Commission  Co. 
to  distribute  the  products  of  38 
southern  textile  mills  worldwide.  The 
family  sold  its  interest  in  a  1984  lever- 
aged buyout. 

Cone  nearly  foundered.  Corduroy, 
w  hich  had  been  a  Cone  mainstay  for 
years,  went  out  of  fashion,  replaced  by 
cotton  denim.  Staggering  under  $445 
million  in  lbo  debt,  Cone  had  to 
u n leverage.  Dewey  Trogdon,  Cone's 
semiretired  chairman  who  was  then 
chief  executive,  closed  plants,  sold  as- 
sets and  plow  ed  money  into  new  ma- 
chinery and  equipment.  He  used  funds 
from  continuing  operations  and  pro- 
ceeds from  discontinued  ones  ( plus  the 
pension  fund's  surplus)  to  repay  some 
$225  million  in  bank  financing. 

That  brush  with  disaster  seems  to 
have  energized  the  company.  It  went 
public  once  more  in  1992,  now  only 
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Cone  Mills  Chief 
Executive  Pat  Danahy 
The  advantages 
of  a  capital- 
intensive  manu- 
facturing process 
and  a  sizzling 
world  market. 
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man Dewey  Trogdon 
By  paying  off 
$225  million  in  LBO 
debt,  he  readied 
Cone  for 
expansion. 
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;htly  leveraged;  its  current  debt-to- 
juity  ratio  is  33%,  versus  Burling- 
to's  160%. 

Pat  Danahy,  49,  became  president 
1989,  then  took  over  as  chief exec- 
tive  in  1990.  An  engineer  by  train- 
g,  with  an  M.B.A.  from  the  Univer- 
y  of  Virginia,  Danahy  had  been 
inning  Cone's  Carlisle  printing  divi- 
bn  for  a  decade.  A  low-key,  me- 
todical  man  who  once  served  as  a 
lbmarine  officer  in  the  U.S.  Navy, 
,anahy  spent  most  of  his  first  six 
onths  as  president  visiting  every 
one  plant  and  joining  Cone  sales- 
en  on  customer  calls. 
While  continuing  to  export,  Dan- 
ly  plans  to  expand  production  in 
reign  countries.  In  June  Cone 
night  a  20%  stake  in  Mexico's  larg- 
t  ($70  million  sales)  denim  maker, 
ompania  Industrial  de  Parras  SA. 
ith  Cipsa  as  partner,  Cone  plans  to 
:iild  a  $100  million  factory  in  Parras. 
lis  Mexican  plant  will  stick  with  the 


basic  commodity  fabrics  that  go  into 
cheap  jeans.  A  plant  making  only 
these  commodity  fabrics  requires  less 
machinery  and  less-skilled  workers, 
and  is  thus  suitable  for  production  in 
developing  countries.  Danahy's  strat- 
egy is  simple:  Export  high-tech  stuff 
from  the  U.S.,  manufacture  abroad 
the  cheaper  stuff  that  Cone  could  less 
afford  to  send  from  home. 

Danahy  plans  to  export  cheap  Mexi- 
can-made denim  to  all  of  the  Latin 
American  region  and  thus  help  open 
markets  for  the  higher-quality  U.S.- 
made  denim.  Later  Danahy  plans  the 
same  strategy  for  Eastern  Europe  and 
then  for  the  Pacific  Rim.  "These  will 
be  in  addition  to,  rather  than  in  lieu  of, 
manufacturing  in  the  U.S.,"  he  says. 

What  if  jeans  go  out  of  fashion  or 
if  denim  falters  as  corduroy  did? 
Worries  about  fashion  prospects 
have  kept  Cone's  stock  at  a  recent 
16,  or  only  nine  times  this  year's 
estimated  earnings. 


At  the  moment  there  are  no  signs  of 
such  a  flagging  in  demand.  Last  year 
Levi's  501s  were  so  popular  in  Europe 
that  diverters  were  buying  up  inven- 
tor)' in  U.S.  retail  stores  and  shipping 
it  abroad.  In  developing  countries  like 
Mexico,  young  people,  their  pockets 
bulging  with  pesos  as  a  result  of  indus- 
trialization, are  hot  for  Anerican- 
style  fashions.  In  the  U.S.,  Cone's 
important  home  furnishings  division, 
which  prints  fabrics  for  some  of  the 
most  coveted  drapes  and  upholstery, 
is  increasing  its  capacity  to  meet  de- 
mand both  here  and  abroad. 

So  while  Wall  Street  worries  about 
fickle  consumers,  Danahy  concen- 
trates on  grabbing  what  he  sees  as 
proliferating  opportunity.  He  is  look- 
ing for  acquisitions  in  related  busi- 
nesses in  the  home  furnishings  and 
apparel  textiles  areas.  As  the  Dr.  Seuss 
book  says:  "Out  there  things  can 
happen  and  frequently  do  to  people  as 
brainy  and  footsy  as  you."  Ml 
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Before  condemning  business,  the  clergy  would 
do  well  to  learn  more  about  economics  and 
the  role  of  entrepreneurship. 

A  worthy  calling 


BY  ROBERT  A.  SIRICO 


Paulist  Father  Robert  A.  Sirico 
is  president  of  the  Acton  Institute 
for  the  Study  of  Religion  and  Liberty 
in  Grand  Rapids,  Mich. 


An  acquaintance:  recently  told  me 
why  his  father,  a  hardworking  small- 
business  man  and  lifelong  believer, 
had  stopped  attending  church. 

Faced  with  demands  from  his 
workers  he  did  not  feel  he  could 
afford,  the  entrepreneur  had  taken  a 
strike.  One  Sunday  in  church  this 
entrepreneur  listened  in  distress  as  his 
pastor  told  the  congregation  it  was 
"morally  imperative"  that  none  of 
them  cross  the  picket  line.  The  pastor 
had  not  taken  the  trouble  to  learn 
anything  about  the  strike  or  about 
business  conditions.  He  had  simply 
assumed  that  labor  is  right  and  busi- 
ness wrong. 

Another  businessman  received  a 
note  from  his  pastor  telling  him  he  was 
committing  a  sin  by  failing  to  yield  to 
the  demands  of  a  striking  union. 

I  could  fill  a  substantial  part  of 
this  magazine  with  similar  stories. 
Many  business  people  have  stopped 
active  participation  in  their  religious 
communities  because  they  are  tired  of 
the  ministers'  or  priests'1  open  and 
usually  ill-informed  hostility  to  free 
enterprise. 

It  is  unfortunate  that  many  priests, 
ministers  and  rabbis  seem  to  believe 
that  business  people  sin  more  than  the 
rest  of  us.  How?  By  owning,  control- 
ling or  manipulating  a  disproportion- 


ate percentage  of  "society  wealth. 

Is  it  surprising  that  so  many  busi- 
ness people  have  decided  to  sleep  late 
on  the  Sabbath? 

Religion  must  begin  to  treat  entre- 
preneurship as  a  vocation.  All  lav  peo- 
ple— business  people  included — have 
a  special  role  to  play  in  the  economy  of 
salvation.  They  share  in  the  task  of 
furthering  the  faith  when  they  use 
their  talents  in  a  way  consistent  with 
their  religion.  They  have  their  own 
assignment  in  the  mission  of  the  peo- 
ple of  God.  Everyone  has  talents,  and 
God  wants  us  to  cultivate  them  and 
treat  them  as  gifts.  If  the  gift  happens 
to  be  for  business  or  stock  trading  or 
investment  banking,  its  possessor 
should  not  be  condemned  because  of 
his  or  her  trade. 

Much  of  the  problem  arises  from 
economic  ignorance  among  the  cler- 
gy. Just  look  at  seminary  curricula. 
You  will  search  far  and  wide  to  find  a 
single  course  in  the  basic  dynamics  of 
how  an  economy  works. 

At  the  same  time,  certain  assump- 
tions are  adopted  in  the  courses  that 
seminarians  do  take.  Many  graduates 
leave  seminary  with  the  view  of  the 
market  economy  as  a  means  for  divid- 
ing the  economic  pie  and  think  that 
people  who  get  a  big  piece  are  taking 
away  from  someone  else.  That  is  a 
childish  view.  A  market  economy  is 
about  expanding  the  pie,  providing 
people  with  jobs,  services  and  invest- 
ment opportunities. 

Even'  clergyman  should  read  and 
think  about  George  Gilder's  extraor 
dinary  book,  Wealth  and  Poverty, 
written  a  decade  ago.  Gilder  made  an 
eloquent  case  for  infusing  moral  le- 
gitimacy into  entrepreneurship. 

It  is  a  mistake  to  associate  capital 
ism  with  greed,  he  said.  When  people 
accept  the  entrepreneurial  vocation, 
they  focus  on  the  needs  of  others. 
They  must  give  the  public  what  it 
needs  and  wants,  and  even  discover 


needs  and  wants  so  subtle  they  i 
imperceptible  to  others.  Busin 
people  in  a  market  economy  cam 
be  self -centered  and  be  successful. 

Before  Gilder,  an  entire  school 
economics  grew  up  around  an 
sight  of  Joseph  Schumpeter.  It 
entrepreneurship,  Schumpeter  sa 
more  than  any  other  economic  in; 
tution,  that  prevents  economic  a 
technological  stagnation.  Entrep 
neurs,  as  agents  of  change,  prod  t 
economy  to  adjust  to  population 
creases,  resource  shifts,  changes 
consumer  needs  and  desires.  VVi 
out  entrepreneurship,  we  would  1 
in  a  stagnant  economic  world,  mil 
in  economic  swamps  like  those  i 
cialism  created  in  Central  Euro] 
where  entrepreneurship  was  declai 
immoral  and  made  illegal. 

Many  clergy  have  focused  t 
much  on  the  gains  of  entrcprenei 
as  if  w  ealth  itself  is  somehow  unji 
but  lost  sight  of  the  risks  they  ta 
Long  before  entrepreneurs  see  a 
turn  on  their  ideas  or  their  invc 
ments,  they  must  give  up  their  tii 
and  property.  They  pay  out  waj 
even  before  they  know  whether  tl 
have  accurately  forecast  the  futU 
They  have  no  assurance  of  pro 
When  investments  do  return  a  pro 
much  of  it  is  reinvested  and  some  g< 
to  charities  and  religious  institutio 
Is  that  immoral? 

When  economic  risks  prove  to  hi 
been  a  mistake,  are  priests  and  mir 
ters  there  with  words  of  comfc 
Unfortunately,  all  too  often  they 
the  economic  losses  that  fall  on  ca 
talists  as  punishment  for  greed.  I 
the  truth  is  that  whether  entrep 
neurs  win  or  lose,  they  put  themsel' 
on  the  line,  and  make  the  future  a  lit 
more  secure  for  the  rest  of  us. 

This  is  not  to  underplay  a  paste 
proper  function  of  giving  spirit 
direction.  Clergymen  must  remi 
people  of  the  seriousness  of  sin  a 
call  them  to  virtue.  They  must  ch 
lenge  those  in  the  business  vocati 
when  they  go  astray.  But  this  spirit 
direction  should  be  based  on  sin 
traditionally  understood,  and  not 
misguided  views  of  economics. 

Religious  leaders  must  learn  son 
thing  about  economics.  Then  tl 
will  come  to  understand  that  the  < 
trepreneurs  often  are  the  greatest  m 
and  women  of  faith  among  us.  I 
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MANNESMANN 


My  name  is 

Ayr     Bob-  , 

My  company's 

m  _  name  is 
Mannesmann. 


[Mannesmann  technology  is  at  work  throughout 
[America. 

"Sachs,  Boge,  VDO  and  Argo,  for  example, 
,are  renowned  suppliers  to  the  automobile  . 
[industry:  Sachs  offers  the  widest  range  M 
jof  car,  truck  and  industrial  clutches  My: 
in  the  world  and,  together  with  Boge,  a 
is  one  of  the  largest  manufacturers 
'of  shock  absorbers;  VDO  and  Argo 
produce  information  systems,  control 
'systems  and  sensors.  Sachs  Automotive 
has  built  the  most  modern  McPherson 
strut  manufacturing  plant  in  North 
America  at  Florence,  Kentucky." 

But  Mannesmann  companies  are  world 
market  leaders  in  many  other  fields  too,  e.  g. 
Mannesmann  Demag  in  metallurgical  plant 
,-and  equipment  and  material  handling,  or 
Mannesmann  Rexroth  in  industrial  hydraulics. 
And  we  didn't  just  arrive  in  the  United  States, 
our  roots  go  back  more  than  100  years  when 
Mannesmann  steel  tubes  were  first  used 
In  the  U.S. 


;or  tree  lull-color  brochure 
Mannesmann  in  the  U  S  A  ", 
rati  1-800-356-9235 
julside  the  New  York  area 
n  New  York  dial  (212)  826-0040 


MANNESMANN 

?! 

Mannesmann  Capital  Corporation 

ISO  Park  Avenue 

few  York  New  York  10022 

fhone  (212)  826-0040  Telex  645236 

telefax  (212)  826-0074 


nesmann's  technology  is  the  reason 
we've  grown  to  be  an  $  18  billion  com- 
pany with  135,000  employees  operating 
in  over  160  countries.  In  the  United 
States  alone,  we  have  more  than 
25  manufacturing  facilities  and 
over  50  sales  offices, 
annesmann  people  are  located 
across  the  country-wherever  we 
are  needed  to  serve  our  customers. 
From  electronic  products,  to  indus- 
trial components  and  engineered 
systems,  Mannesmann  technology 
is  at  work  improving  the  produc- 
tivity and  competitiveness  of 
American  industry. 


mannesmann  technology 


i 


Robert  T.  Chrysler 
President 
Sachs  Automotive 
of  America 


Mannesmann  Demag  Corporation.  Cleveland  OH 
Material  Handling  Division  Solon  OH 
Rapistan  Demag  Corporation  Grand  Rapids  Ml 
Construction  Machinery  Division  Bensenville  IL 
Compression  Eguipment  Division  Parsippany  NJ 
Metal  Plants  Division  Pittsburgh  PA 
Van  Dorn  Demag  Corporation  Cleveland  OH 


The  Rexroth  Corporation 

Industrial  Hydraulics  Division  Bethlehem  PA  Mobile 

Hydraulics  Division  Wooster  OH  Indramat  Division. 

Wood  Dale  IL  Star  Linear  Systems  Division  Charlotte  NC 

Pneumatics  Division  Lexington  KY 

KraussMattei  Corporation,  Florence  KY 

Netstal  Machinery  Inc  Fitchburg  MA 

Ktnetics  Technology  International  (KTI),  San  Dimas  CA 


VDO  Yazaki  Corporation,  Winchester  VA 
Argo  Instruments,  Inc  .  Winchester  VA 
Fichlel  &  Sachs  Industries.  Inc., 

Sachs  Automotive  Corporation. 
Troy  Ml  Florence  KY  Westlake  OH 
Stabilus  Colmar  PA 

Sachs  Bicycle  Components  Yorba  Linda  CA 
Boge  Automotive.  Atlanta  GA 


Applied  Automation  Inc  .  Bartlesville  OK 
Sensycon  Corporation.  Winchester  VA 
Mannesmann  Tally  Corporation,  Kent  WA 
Mannesmann  Oilfield  Tubulars  Corporation. 

Houston  TX 

Mannesmann  Pipe  &  Steel  Corporation, 

Houston  TX 
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Ads  and  commercials  in  which  the 
ideologically  impaired  fight  back. 

In  your  face 


As  A  DULCET  children's  choir  sings  in 
the  background,  the  commercial  be- 
gins with  an  ode  of  sorts  to  barnyard 
animals:  The  cow?  "Considered  by 
some  to  be  sacred.'"  The  male  chicken 
is  lovingly  lauded  as  "Man's  alarm 
clock  for  centuries.'"  The  lamb?  "No 
other  creature  in  the  world  is  gen- 
tler." The  music  swells  as  the  an- 
nouncer intones,  "These  are  some  of 
the  animals  God  put  on  the  earth." 

All  very  politically  correct,  until  a 
Weber  barbecue  grill  appears  on  the 
screen  against  an  azure  sky.  "Hey! 
Here's  an  idea,"  the  announcer  pipes 
up.  "Let's  eat  'em!" 

It's  an  ad  for  Rib  Ticklers  barbecue 
sauce,  a  premium  regional  brand  in 
the  Pacific  Northwest.  If  the  commer- 
cial riles  animal  rightsniks,  fanatical 
vegetarians  and  the  like,  well,  that's 
just  fine  with  Cole  &  Weber,  the 
small,  Seattle-based  ad  agency  that 
came  up  with  the  spot,  which  aired  in 
September.  The  folks  busy  saving 
spotted  owls  probably  aren't  slather- 
ing slabs  of  meat  with  barbecue  sauce 
and  tossing  them  on  the  grill  anyway. 
Meanwhile,  the  red  meat  types  are 
probably  glad  to  see  the  pretentious 
piety  punctured. 

"Everybody  who  uses  a  grill  has  a 
clear  idea  that  they're  eating  an  animal 
that  used  to  have  a  face,"  says  Paul 
Neal,  who  heads  up  the  Rib  Ticklers 
account  at  Cole  &  Weber.  "It's  worth 
offending  people  who  aren't  going  to 
buy  your  product." 

Common  sense,  but  pretty  daring 
in  an  industry  where  inoffensiveness  is 
next  to  godliness.  "We  warned  the 
client  that  people  are  going  to  com- 
plain about  this,"  says  Neal.  But  who 
cares?  A  little  publicity  never  hurts, 
especially  when  it  is  unlikely  to  turn 
off  your  natural  customers. 

The  same  strategy  occurred  to  the 
Hooters  restaurant  chain,  where  the 


A  new  commercial  for  Rib  Ticklers 
barbecue  sauce 

Barnyard  animals?  "Hey,  let's  eat  'em!' 


patrons  come  more  for  the  light 
swaddled  waitresses  than  the  beer  ar 
chicken  wings  (FORBES,  Nov.  8).  TI 
very  idea  of  the  1 10-outlet  chain  is 
feminist  nightmare,  so  why  not  br; 
about  it,  figured  Hooters. 

So  Hooters  hired  professional  p.c 
tweaker  Rush  Limbaugh  for  a  ne 
radio  spot.  "Do  you  know  that  tl 
shameless  exploitation  of  women  ar 
animals  is  going  on  at  the  same  tin 
and  the  same  place  and  you  shou 
stop  it?"  Limbaugh  crows.  "Do  tl 
right  thing.  Go  to  Hooters  and  stc 
all  this." 

Something's  going  on  here.  Adve 
tisers  and  their  agencies  rarely  shaj 
the  Zeitgeist;  they  merely  feed  off : 
That  advertisers  are  willing  to  thurj 
their  noses  at  the  thought  police  su 
gests  that  a  lot  of  people  are  gettii 
pretty  fed  up  with  strident,  intolera: 
and  self-righteous  enforcers  of  corre 
thinking. 

"There's  a  backlash  against  the  pi 
ritanism  of  p.c,"  says  Mitchell  Sem< 
senior  vice  president  of  programmir 
at  Comedy  Central,  a  cable  TV  cha 
nel.  Last  July  Comedy  Central  beg; 
airing  a  weekly  talk  show  called  Pom 
calh  Incorrect.  The  host,  Bill  Mahc 
had  been  trying  to  get  the  show  on  tl 
air  for  several  years,  but  the  p.c.  pe: 
dulum  hadn't  swung  back  far  enoug 
"I'm  hoping  we  caught  the  wave 
little  early,"  says  Semel. 

At  a  recent  panel  discussion,  guej 
warmly  defended  Ted  Danson. 
white  comedian,  Danson  recent 
provoked  Hollywood's  wrath  for  a: 
pearing  at  a  Friar's  Club  roast 
blackface,  accompanied  by  his  blai 
girlfriend,  Whoopi  Goldberg.  "Tl 
whole  point  of  the  Friar's  Club  is  to  I 
offensive,  and  Ted  Danson  is  beir 
punished  for  understanding  th 
blackface  is  offensive,"  said  one  in 
passioned  guest.  "It's  called  iron 
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II  moves  even  faster  in  Forbes. 


0-60  mph  in  4.3  seconds.  Now  that  's  screaming.     today's  most  successful  managers.  83%  of  whom  own 


But,  hey,  how  does  it  perform  on  the  sales  circuit? 

That  depends  on  where  you  park  it.  And  these 
days,  more  automotive  advertisers  buy  space  in  Forbes 
than  any  other  business  magazine. 

You  see,  Forbes  reaches  more  new  car  buyers  than 
either  BusinessWeek  or  Fortune.  Over  750,000  of 


two  or  more  cars. 

So,  if  you're  looking  to  accelerate  sales,  ri 
ad  in  Forbes.  Sports  cars. 
Sedans.  Wagons.  Vans.  You 
name  it.  The  whole  lot 
moves  faster  in  Forbes. 


Forbes 

CAPITALIST  TOOL* 


No  guffs.  No  story. 


Sources:  1992  MMR,  Current  Subscriber  Study.  For  more  informotion  coll  David  Forgione,  Detroit  Manager,  at  313-643-0105. 
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Business  Executives  in  the 
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Mscover  The  Forbes  Global  Advantage. 


)RBES,  America's  leading  business  magazine, 
is  developed  local-language  Forbes  maga- 
nes  with  established  publishers  in  the 
□rld's  most  dynamic  markets.  Each  delivers 
e  impact  of  Forbes'  gutsy  editorial  edge,  but 
so  keeps  the  individual  market's  special  con- 
;rns  in  the  forefront. 

)RBES  now  reaches  a  total  combined  circula- 
m  of  1,001,000  worldwide.  That's  great  news 
r  advertisers  looking  to  penetrate  one  or 


more  of  these  critical  economic  markets.  Plus 
if  you  run  a  schedule  in  one  or  more  Forbes 
publications,  you  may  be  eligible  for  Global 
Advantage  Network  frequency  discounts. 

Reach  business  executives  in  North  America, 
Germany,  Japan,  and  the  Chinese-speaking 
community  with  magazines  written  in  their 
own  languages. 

That's  The  Forbes  Global  Advantage. 


For  more  information,  please  contact: 

Mr.  Peter  Schoff,  Dir.  International  Advertising 
Forbes  Magazine    36  Jermyn  Street,  St.  James's     London  SW1Y  6DN 

Phone:  44-71-930-0161     Fax:  44-71-930-1085 


B  A  M  B  O  O 
LIN  G  E  R  IE 


"Owned  by  two  women" 
That  makes  it  okay. 


reryone." 

In  sync  with  the  show's  content,  a 
mimercial  features  comedian  Nick 
iPaola  at  his  most  ideologically  im- 
lired,  as  p.c.'s  victimless  jargon 
ight  have  it.  "If  hooking  a  monkey's 
rain  to  a  car  batten'  is  going  to  save 
>mebody  from  dying  of  aids  in  ten 


years,  I  have  two  things  to 
say,"  says  DiPaola.  "Red  is 
positive,  green  is  negative. " 

And  look  what's  going 
on  with  the  fur  people.  Af- 
ter several  years  of  suffering 
the  slings  and  paint  bombs 
of  outraged  antifur  activ- 
ists, the  Fur  Information 
Council  of  America  is  pushing  pricey 
pelts  again  in  a  new  ad  campaign.  The 
theme:  "The  way  it  reveals,  the  way  it 
empowers,  the  way  it  embraces.  Fur: 
more  than  any  other  fabric."  Steve 
Gold,  whose  Steve  Gold  ad  agency 
created  the  campaign,  says  research 
showed  that  women  these  days  don't 


equate  mink -wearing  with  mass  mur- 
der and  painful  leg  traps.  Fashion 
designers  like  Donna  Karan  and  Cal- 
vin Klein  have  discreetly  started  talk- 
ing up  fur  again.  "Before,  you 
couldn't  get  a  sound  bite  out  of 
them,"  says  Gold. 

We're  not  talking  about  a  ground 
swell  here,  mind  you.  Advertisers 
swiping  at  p.c.  orthodoxy  tend  to  be 
small  companies  with  small  ad  bud- 
gets that  need  to  make  a  big  noise .  Rib 
Ticklers,  for  instance,  is  up  against 
Kraft  and  Heinz  with  only  a  fraction 
of  their  ad  budgets — and  with  no  long 
catalog  of  other  products  that  could 
be  subject  to  boycott  by  the  p.c. 
enforcers.  Firms  like  this  will  risk  a 
little  hate  mail  to  get  noticed. 

A  poster  campaign  for  Bamboo 
Lingerie  shows  only  two  watermelons 
above  the  New  York-based  compa- 
ny's logo.  A  second  shows  two  door 
knockers;  a  third,  two  headlights. 
"We  thought,  that's  funny,  let's  do 
it,"  says  Risa  Mickenberg,  a  copywrit- 
er on  the  campaign  at  ad  agency 
Kirshenbaum  &  Bond.  "Then  we 
thought,  uh-oh.  We  wanted  to  pro- 
voke some  controversy,  but  if  people 
thought  the  ad  came  from  men, 
they'd  get  really  mad." 

Did  the  agency  drop  the  ad?  Nope. 
Mickenberg  made  a  small  addition 
underneath  the  logo:  "A  company 
owned  by  two  women.  Put  that  in 
your  pipe  and  smoke  it."    -J.L.  H 
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Netframe  prospers  with  its  superservers  for  tying 
together  different  operating  systems.  But  Compaq  is 
going  to  give  it  a  run  for  its  money. 

"A  smorgasbord 
of  technologies" 


By  Jeffrey  Young 

In  the  great  migration  of  corporate 
computing  from  mainframes  to  desk- 
tops, Netframe  Systems  Inc.  is  ex- 
tremely well  positioned:  at  a  way  sta- 
tion about  halfway  between  the  start- 
ing and  ending  points.  The  only 
question  is  where  Netframe  will  wind 
up  when  the  migration  is  over. 

For  now,  this  little  six-year-old  firm 
is  a  very  profitable  stepping-stone.  It 
makes  "superservers,"  expensive  ver- 
sions of  the  kind  of  personal  computer 
that  can  tie  a  lot  of  other  personal 
computers  together.  For  the  nine 
months  through  Oct.  2,  Netframe 
netted  $6  million,  triple  the  year- 
earlier  figure,  on  a  not  quite  doubling 
of  revenue  to  $46.9  million. 

Most  servers  aren't  anything  spe- 
cial. If  you  want  to  network  the  27 
personal  computers  in  your  promo- 
tion department,  you  select  one  as  the 
central  repository  of  most  of  the  data, 
make  sure  it  has  a  fast  processor  and  a 
larger  than  normal  hard  disk,  and 
poof!  you've  got  a  server.  For  this 
kind  of  chore  a  $3,000  clone  from 
Compaq  or  AST  will  do  fine. 

But  Netframe's  servers  are  special 
and  command  much  heftier  price 
tags,  which  start  at  $13,000  and  run 
up  to  $500,000.  Netframe  can  get 
away  with  those  prices  because  its 
machines  are  a  little  more  powerful 
and  flexible  than  the  off-the-shelf  va- 
riety, and  are  particularly  efficient  at 
running  Novell's  very  popular 
Netware  operating  system. 

The  simplest  Netframe  computer 
consists  of  several  Intel  microproces- 
sors running  Netware,  but  more  pro- 
cessors can  be  added  to  run  different 
operating  systems.  In  a  single  box  the 
customer  might  have,  say,  one  486 


processor  handling  a  network  of  200 
DOS  machines,  another  running  a  net- 
work of  50  engineering  workstations 
using  the  Unix  operating  system,  and 
then  a  third  specializing  in  queries 
directed  at  a  huge  relational  database 
organized  with  software  from  Oracle. 

Moreover,  these  semiautonomous 
processors  can  talk  to  one  another 
through  a  high-speed  "bus,"  trans- 
ferring data  at  up  to  100  megabytes  a 
second.  They  can  share  a  single  set  of 
hard-disk  drives  with  built-in  redun- 
dancy to  protect  data  in  the  event  any 
one  disk  crashes.  The  processors  are 
also  to  a  degree  fault- tolerant.  Best  of 
all,  the  system  is  easily  expandable. 
Say  the  customer  wants  to  connect  its 
350  employees  via  Lotus  Notes.  It's  a 
simple  matter  to  throw  in  another 
processor,  this  one  dedicated  to 
Notes,  so  that  the  traffic  doesn't  clog 
up  the  other  processors.  Thanks  to 
some  unusual  system  management 
software  from  Netframe,  users  can 
expand  their  servers  without  turning 
them  off.  It's  like  being  able  to  change 
a  tire  without  stopping  the  car.  Very 
helpful  in  a  corporation  that  can't 
afford  to  have  its  computers  un- 
plugged for  even  a  minute. 

"We're  selling  a  way  of  life,"  says 
Carlton  Amdahl,  the  41 -year-old 
founder  and  chief  technology  officer 
at  Netframe  Systems  Inc.  in  Milpitas, 
Calif.  "It  is  much  more  than  a  particu- 
lar piece  of  technology  and  it  is  much 
more  than  a  particular  product.  Call  it 
a  smorgasbord  of  technologies." 

A  key  aspect  of  Netframe's  success 
is  that  it  straddles  the  past  and  the 
future  in  corporate  computing.  The 
past  was  the  mainframe  era:  central- 
ized, expensive  and  proprietary,  i.e., 


everything  bought  mainly  from  oi 
supplier  like  IBM. 

The  future  is  networked  PCs:  d 
centralized,  cheap  and  interchang 
able.  If  a  user  outgrows  his  386  PC,  1 
can  throw  it  out  and  put  a  mail-ord 
486  on  his  desk. 

Netframe's  product  line  is  in  tl 
middle  of  this  revolution.  Its  serve 
are  centralized,  somewhat  expensi' 
and  somewhat  proprietary.  You  cou 
never  rip  one  out  and  replace  it  with 
mail-order  clone.  Some  componen 
(disk  drive  controllers,  netwo: 
adapters  and  memory  cards)  can't  1 
bought  off  the  shelf,  either:  They  ha1 
to  be  specially  designed  to  work  vvil 
Netframe's  high-speed  bus.  As  a  ff 
suit,  the  users  are  a  captive  audieiK 
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and  have  to  pay  a  little  extra  for  the 
accessories,  some  of  which  are  manu- 
factured by  outside  companies  to 
Netframe's  specs  and  sold  with  a  Net- 
frame  nameplate.  Thus  does  Net- 
frame  maintain,  in  an  ever  more  com- 
modity-like market  for  hardware,  a 
gross  profit  margin  of  55%. 

Customers  don't  love  being  locked 
in,  but  Netframe  has  won  over  a 
constituency  that  has  been  left  out  in 
the  cold  during  the  desktop  PC  revo- 
lution: the  centralized  data-process- 
ing departments  of  large  corpora- 
tions. These  are  the  folks  who  used  to 
keep  busy  caring  for  mainframes  and 
who  now  see  their  power  base  threat- 
ened. By  installing  a  fancy  Netframe 
server  to  connect  the  rogue  corporate 
departments  that  had  bought  PCs  on 
their  own,  the  central  computer  bu- 
reaucracy once  again  has  a  reason  for 
being.  Thus,  Netframe  gives  flexibili- 
ty to  the  data-processing  manager 
who's  not  quite  ready  to  leap  wholly 
into  the  PC  revolution. 

It  didn't  hurt  that  the  Amdahl 
name  was  fondly  remembered  by  the 
old  mainframe  crowd.  Thirty  years 
ago  Carlton's  father  Gene  Amdahl 
(Forbes,  Dec.  9,  1991)  was  the  chief 
architect  of  the  immensely  successful 
IBM  360.  To  appeal  to  the  growing  PC 
generation  as  well,  Carl  Amdahl  re- 
cruited as  chief  executive  Enzo  Tor- 
resi,  48,  the  Italian- born  executive 
who  had  run  PC  vendor  Businessland 
in  its  glory  days. 

So  far,  so  good,  but  a  serious  threat 
looms.  It  is  Compaq,  king  of  the 
clones  and  a  significant  vendor  of 
servers.  Since  September  Compaq  has 
been  selling  a  multiprocessor  server 
with  many  of  the  same  features  found 
in  a  Netframe,  including  on-the-fly 
expansion  of  drives  and  fault  toler- 
ance. The  killer  is  that  Compaq  builds 
its  machines  around  a  standard  bus 
architecture,  so  that  customers  can 
conveniently  purchase  off-the-shelf 
peripherals.  It's  the  end  stage  of  that 
great  migration  away  from  propri- 
etary mainframes  to  interchangeable 
components. 

In  order  to  survive,  Amdahl  is  go- 
ing to  have  to  come  up  with  some 
other  unique  selling  proposition. 
"Netframe  has  to  keep  blazing  the 
trail,"  says  Kimball  Brown,  a  market 
analyst  at  InfoCorp,  "and  that's  a 
hard  way  to  make  a  living."  HH 
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The  Internet  gold  rush  is  on,  and  all  manner  of 
entrepreneurs  have  set  up  shop  to  sell  picks  and  shovels. 

On  the  electronic 
frontier 


By  David  C.  Churbuck 

Do  you  HAVE  what  it  takes  to  be  a 
communications  company  executive? 
The  easy  way  to  find  out  is  to  give  it  a 
whirl— just  start  your  own  Internet 
gateway.  The  Internet  is  the  informal 
international  conglomeration  of 
computer  networks  that  turned  very 
hot  two  years  ago  when  rules  forbid- 
ding commercial  use  were  eased.  In 
this  Wild  West  of  networking,  no  one 


knows  just  how  great  the  population 
of  users  is,  but  it's  believed  to  be 
about  15  million  and  growing  at  1 
million  a  month. 

Therein  lies  a  potential  gold  mine, 
since  the  general  public  has  to  pay  a 
local  gateway  to  get  access  into  the 
system.  (Individuals  with  a  govern 
ment  or  academic  affiliation  can  usu- 
ally sneak  in  free.)  If  you  want  to  go 


into  business  providing  that  acce 
you  set  up  shop  in  your  basement  \vi 
an  initial  bare  bones  investment 
maybe  $30,000  in  electronic  gear  ai 
a  monthly  outlay  tor  telephone  CO 
flections  of  $1,000  or  so.  Then  y 
sell  networking  services  to  a  few  hu 
died  customers  at  $20  a  month. 

Steven  Linebarger,  34,  a  Unix  si 
tern  administrator,  cofounded  an  I 


MSEN  cofounder 
Edward  Vielmetti 
Selling  Internet 
access  is  a  great 
idea.  Too  bad 
everybody  else 
came  up  with 
the  same  idea. 
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How  to  connect 

Company 

Coverage 

Rates 

Information 

World 

Boston 

$5  per  month,  $2  per  hour 
or  $20  for  20  hours  per  month 

617-739-0202 

Panix 

New  York 

$19  full  access,  $10  limited 

212-787-6160 

Netcom 

national 

$20  setup  fee,  $17.50  per 
month,  unlimited  time 

800-501-8649 

Texas  Metronet 

Dallas-Fort  Worth 

$19  per  month,  unlimited  time 

214-705-2900 

MSEN 

Michigan 

$20  setup  fee,  $20  per  month 

313-998-4562 

Delphi 
Internet 

national 

$19  setup  tee,  $23  per  month, 
$1.80  per  hour  after 
20  free  hours;  $13  per  month, 
$4  per  hour  after  4  free  hours 

800-695-4005 

Performance 
Systems  Intl 

worldwide 

$19  setup  fee,  $19  at  2400  bps, 
$29  at  9600  bps 

800-827-7482 

his  random  sampling  includes  small  and  large  purveyors  of  accessways 
o  the  Internet.  You  may  want  to  use  a  temporary  connection 
n  one  of  these  to  troll  for  an  access  provider  closer  to  home. 


ernet  access  service  in  Irving,  Tex. 
ist  year  and  so  far  has  250  users,  most 
laying  a  flat  $19  per  month.  For  now 
lis  Texas  Metronet  is  just  breaking 
yen,  but  the  firm  increased  its  sub- 
criber  base  50%  in  September  w  ith 
tat  even  advertising.  James  Gleick, 
he  science  writer  (Genius,  Chaos), 
lans  to  have  his  Pipeline  open  to  the 
ublic  this  month.  It  will  offer  Inter- 
ict  access  to  users  in  the  New  York 
rea  for  a  bargain  $1  or  so  an  hour. 

Everybody's  doing  it.  Says  Edward 
^ielmetti,  cofounder  of  msen,  Inc., 
n  Internet  service  provider  in  Ann 
krbor,  Mich.,  "There  are  20  Internet 
Providers  along  40  miles  of  El  Ca- 
lino  Real  in  Silicon  Valley,  and  there 
/ill  probably  be  another  20  more  by 
ext  spring." 

What  does  a  user  get  for  a  local 
hone  call  and  his  fee  to  the  access 
roviderr  A  mailbox  with  an  address 
ke  dbuck@world.std.com,  half  a 
aegabyte  of  on-line  storage  for  stuff 
ke  old  mail,  and  access  to  things  such 
s  Usenet,  the  100  megabytes  per  day 
if  discussion  groups  on  everything 
rom  computer  languages  to  people 

ho  hate  Harney  the  purple  dinosaur. 

As  a  common  carrier  for  computer 
raffic,  Internet  is  akin  to  on-line  ser 
ices  like  Prodigy  and  CompuServe. 
>ut  there  are  important  differences. 
)ne,  Internet  doesn't  feature  a  cen- 


tralized provider  of  content,  as  does  a 
typical  on-line  service.  Two,  Inter- 
net's connection  fees  are  much  lower. 
Three,  Internet  is  more  unstructured 
and  far  more  forbidding  to  the  non- 
hacker.  Via  the  Internet,  you  can  tap 
into  huge  electronic  databases  at  hun- 
dreds of  universities,  broadcast  que- 
ries to  millions  of  other  users,  and 
download  thousands  of  free  software 
programs.  But  navigating  through 
this  mass  of  bits  is  no  easy  task. 

The  Internet  itself  offers  the  File 
Transfer  Protocol  for  transferring  files 
from  one  distant  computer  to  another 
and  Telenet  for  connecting  one's 
computer  to  another.  There  are  Inter- 
net searching  tools  such  as  Gopher, 
Veronica  and  wais  (Forbes,  Feb.  15) 
that  make  the  protocols  a  little  more 
digestible,  but  the  system  remains 
something  less  than  user-friendly. 

The  gateway  vendors  are  trying  to 
correct  this  problem  with  their  own 
custom-made  friendly  computer  in- 
terfaces. Author  Gleick,  for  example, 
has  teamed  up  with  software  pro 
grammer  Uday  Ivatury  to  offer  Pipe- 
line customers  a  graphical  interface. 
Pipeline  will  also  feature  a  way  to  do 
several  network  tasks  simultaneous- 
ly— say,  transferring  a  file  and  reading 
E-mail  at  the  same  time. 

The  demand  for  Internet  accounts 
is  driven  by  two  factors.  One  is  the 


faddishness  of  personal  technology. 
Having  an  Internet  address  on  one's 
business  card  is  de  rigueur  in  some 
circles.  The  second  is  the  need  for 
users  accustomed  to  having  easy  ac- 
cess from  their  school  or  employer 
needing  to  stay  connected  once  they 
graduate  or  change  jobs.  Because  the 
costs  are  so  low,  E-mail  junkies  don't 
have  to  kick  the  habit  when  they  are 
paying  their  own  way. 

It  used  to  be  that  selling  Internet 
access  was  taboo  under  the  guidelines 
set  down  by  the  federal  government 
angel  that  financed  the  network,  the 
National  Science  Foundation.  The 
NSF-paid  cross-country  trunk  line, 
known  as  the  backbone,  can  move  45 
megabits  (that's  about  5  megabytes) 
per  second  of  data  traffic  from  one 
regional  hub  to  another.  Hanging  off 
the  regional  hubs  are  regional  net- 
works, consortia  of  universities  and 
corporate  research  sites  that  agreed 
not  to  allow  any  traffic  with  a  com- 
mercial flavor  to  flow  over  their  wires. 

The  National  Science  Foundation 
has  been  cutting  back  its  funding  of 
the  network,  pushing  the  costs  of 
paying  for  the  lines  to  the  users 
(Forbes,  July  8,  1991).  With  self- 
sufficiency  as  a  stated  goal,  the  Inter- 
net began  to  welcome,  not  discour- 
age, commercial  users.  In  1991  the 
commercial  providers  banded  togeth- 
er to  form  the  Commercial  Internet 
Exchange  with  the  express  aim  of 
creating  a  way  for  them  to  exchange 
traffic  without  traversing  the  govern- 
ment-funded backbone.  The  network 
has  never  been  the  same  since. 

Most  public  access  providers  are 
regional  in  their  focus  for  the  simple 
reason  that  few  can  afford  800  num- 
bers, few  own  their  own  data  commu- 
nications networks  like  Prodigy  and 
CompuServe,  and  customers  don't 
want  to  rack  up  toll  charges  calling  in 
to  make  their  connections. 

The  table  above  shows  an  assort- 
ment of  access  providers,  including  a 
few  that  are  trying  to  go  national  by 
setting  up  many  local  offices  in  order 
to  minimize  phone  bills  for  their  cus- 
tomers. User  tip:  If  you  can't  find  a 
gateway  in  your  toll-free  calling  area, 
sign  temporarily  with  any  Internet 
provider.  Then  post  a  query  on  the 
"alt. internet. access. wanted"  news 
group,  asking  for  help  finding  the  best 
local  bargain.  Ml 
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I  magine  .accelerating  productivity  and  holdi 


■  DICill  AL  Lopo  is  .1  Irademartt  ot  PiQit.il  F.cjinpmant  Corporation 


Alex  Mucci,  Manager, 
Engineering  Standards 
John  McCalden,  Program  Control 
Systems  Manager 
Chrysler  Corporation 


That's  what  the  red  hot  team 
of  Chrysler  and  Digital  did. 

"Last  year,  Chrysler  came  roaring 
back.  Speeding  up  our  product 
development  cycle.  And  curbing 
spending  by  millions.  We  have  6,000 
active  engineering  standards  that 
used  to  take  up  over  80,000  pages. 
The  printing  costs  abne  were  enormous. 
And  updating  them  was  expensive 
and  time-intensive.  Especially  since  we 
have  thousands  of  outside  suppliers  who 
need  access  to  these  documents. 
Digital's  leadership  in  open  systems 
elped  us  put  it  all  on-line.  Digital 
ed  together  with  our  group  and 
many  of  our  suppliers  who  need 
access  to  these  documents  to  develop 
an  electronic  database  that  provides 
instant  access  for  subscribers  inside 
and  outside  of  Chrysler.  And  we  did  it 
using  standard  PCs,  off-the-shelf 
software  and  systems  we 
already  had  in  place.  Digital 
has  helped  us  dramatically  cut 
the  time  it  takes  to  distribute 
engineering  standards  -  from 
three  or  four  months  down  to 
minutes.  And  we're  improving 
quality  all  the  time  by  giving 
)r,         suppliers  immediate  access  to 
Control      the  latest  standards."  If  you'd 
like  your  company  to  get 
cruising  like  Chrysler,  give  Digital 
a  call  at  1-800-DIGITAL.  Together,  we 
can  help  you  gear  up  productivity. 
And  put  the  brakes  on  spending. 

PUTTING  IMAGINATION  TO  WORK 


e  line  on  costs. 
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Out  at  the  top 


COMMENTARY  BY  ANDREW  J.  KESSLER 


Andrew  J.  Kessler  is  a  managing  director  at  Unter- 
berg  Harris  &  Co.,  an  investment  banking  firm  in  San 
Francisco;  his  MCI  mail  address  is  akessler. 

All  kinds  of  theories  are  being  ad- 
vanced to  explain  why  Craig  McCaw 
and  John  Malone,  consummate  en- 
trepreneurs and  risk-takers,  sold  out. 
McCaw,  of  McCaw  Cellular,  wound 
up  with  stock  in  that  widow-and- 
orphan  favorite  AT&T.  Malone  has 
agreed  to  take  stock  in  a  telephone 
utility,  Bell  Atlantic,  in  return  for  his 
stake  in  cable  television  high  roller 
Liberty /Tele- Communications,  Inc. 

Was  it  the  synergy  of  creating  infor- 
mation superhighways?  Do  these 
guys  want  to  take  over  even  bigger 
companies?  Or  did  they  lose  their 
entrepreneurial  spirit?  The  answer  is 
none  of  the  above.  These  shrewd  men 
sold  out  at  the  top. 

McCaw  and  Malone  built  commu- 
nications empires  with  debt,  and  con- 
vinced Wall  Street  to  value  these  em- 
pires on  future  potential  cash  flows. 
Cable  is  valued  at  north  of  $2,000  per 
subscriber.  Cellular  is  valued  at  $200 
to  $300  per  potential  subscriber. 
Even  better,  by  swapping  stock  rather 
than  taking  cash,  they  beat  the  tax- 
man:  Never  a  profit  made,  so  never 
any  taxes  paid. 

Debt  makes  perfect  sense  in  a  com- 
pany protected  from  competition. 
Malone  was  running  a  monopoly  and 
McCaw  half  of  a  duopoly,  thanks  in 
both  cases  to  government  decree. 
Governments  are  predictable,  even, 
to  a  degree,  controllable,  and  so  the 
cash  kept  flowing.  But  technology  is 
neither  predictable  nor  controllable, 
and  it  threatens  to  undo  the  monopo- 
ly profits. 

Used  to  be  it  onlv  made  economic 


sense  for  one  company  in  any  given 
town  to  run  cable,  and  so  only  one 
would  get  the  franchise  to  run  the 
cable.  Climbing  telephone  poles  was 
expensive,  cable  was  bulky  and  you 
had  to  buy  a  lot  of  amplifiers  to  boost 
the  signal  along  the  way.  Technology 
has  changed  all  that.  What  was  not 
feasible  or  economic  two  years  ago  is 
simple  today.  Cheap  fiber  optics  and 
gallium  arsenide  transmitters  and  re- 
ceivers make  it  easy  to  run  video 
signals  everywhere. 

A  guy  named  James  came  over  the 
other  day  to  install  cable  TV  service. 
Nice  guy,  beat- up  pickup  truck,  turns 
out  he  played  basketball  for  Al 
McGuire  at  Marquette.  As  I  helped 
feed  200  feet  of  cable  to  the  telephone 
pole,  James  told  me  that  besides  lay- 
ing coaxial  cable  for  cable  TV,  he  also 
lays  fiber  optics  for  the  cable  compa- 
ny, for  corporate  office  buildings,  for 
the  water  company  and  for  the  city  of 
Palo  Alto,  which  uses  it  to  control 
traffic  lights. 

James  said  he  and  his  partner  have 
already  cleared  $700,000  this  year. 
That  means  two  things.  First,  I'm  in 
the  wrong  business.  Second,  cable 
subscribers  aren't  worth  $2,000  per. 

At  least  seven  competing  suppliers 
are  beating  a  path  to  your  door  to 
deliver  video  services  or  are  already 
delivering  it:  cable  TV  franchisees  like 
Malone;  regional  telephone  utilities; 
wireless  cable  using  microwave  sig- 
nals; alternate  access  phone  compa- 
nies like  Metropolitan  Fiber  and  Tele- 
port;  direct  broadcast  satellite  opera- 
tors; electric  and  water  utilities;  and 
state  and  local  government. 

Some  cable  TV  operators  are  terri- 
fied of  rate  reregulation.  I'll  bet  Ma- 
lone is  more  worried  about  cable 
competition.  In  those  rare  communi- 
ties served  by  more  than  one  cable 
company,  prices  are  30%  lower  than  in 
the  monopoly  cities,  and  not  by  dint 
of  any  rate  board . 

What  about  the  cellular  duopolies, 
created  a  decade  ago  by  government 
decree?  They  are  about  to  be  torn 
asunder  by  technology.  The  Federal 
Communications  Commission  is  in  a 


procompetition  mood  and  is  speei 
ing  the  new  technologies  along.  B 
even  if  the  FCC  were  protectionist, 
would  have  a  hard  time  slamming  tl 
door  on  the  upstarts.  The  econom 
forces  are  too  powerful. 

When  cellular  phone  service  w 
first  proposed,  the  governme 
awarded  two  franchises  in  every  m 
nicipality,  one  to  the  local  phoi 
company,  the  other  to  a  lottery  vvi 
ner  who  typically  sold  out  to  a  comp 
ny  like  McCaw.  Each  franchise  can 
with  25  megahertz  of  spectrum  in  tl 
800-megahertz  region.  Using  lat 
1970s  technology,  each  cellular  opc 
ator  could  squeeze  832  voice  cha 
nels  into  that  much  bandwidth,  ar 
by  deploying  small  cells  cou 
squeeze  several  simultaneous  phoi 
calls  in  different  parts  of  town  on 
each  channel. 

For  a  while  the  technological  o 
stacles  to  high-frequency  semico 
ductors  made  it  seem  unlikely  that  ai 
practical  use  could  be  make  of  spe 
trum  space  lying  above  1  gigaher 
(1,000  megahertz).  Well,  that  h 
changed.  Motorola  and  others  creati 
inexpensive,  low-power,  high-capaci 
chips,  radios  and  transmitters  th 
could  work  at  2  gigahertz,  even  at 
gigahertz.  At  2  gigahertz,  there  is 
least  100  megahertz  of  frequency  ava 
able  for  voice  communications.  Th 
leaves  room  for  at  least  four  additior 
operators  with  the  same  capacitv 
McCaw.  At  5  gigahertz,  the  unus< 
spectrum  is  all  but  boundless. 

And  so  the  duopoly  is  about 
dissolve.  Companies  like  Nextel  at 
Cencall  are  now  building  cellular  nc 
works,  using  some  leftover  spectru 
formerly  used  by  taxi  and  repair  truj 
dispatchers.  Next  on  the  horizo 
government  auctions  of  spectru 
space  for  so-called  personal  comm 
nications  service,  which  can  be  us< 
for  cellular  phone  calls.  And  we  ha 
not  even  begun  to  can  e  up  the 
gigahertz  band. 

So,  cable  or  cellular  values  wor 
continue  to  climb  forever.  The  tv 
smartest  people  in  the  business  a 
telling  you  the  opposite.  I 
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Portable  phones  are  no  longer  luxuries.  They  are 
carried  by  people  in  every  walk  of  life.  Business  people, 
housewives,  students  and  retirees.  Carpenters  and  utility 
workers.  Anyone  who's  on  the  go  and  needs  to  stay  in 
touch.  And  the  brand  more  and  more  people  count  on 
is  NEC.  Because  every  product  that  NEC  makes,  from 
UltraLite™  laptop  computers  to  compact,  colorful 
pagers,  is  designed  to  enhance  people 's  lives.  And 
they  are  backed  by  the  expertise  of 
a  world  leader  in  computers  and 
communications  technology 
In  businesses  large  and  small. 
In  public  and  private  insti-     /n  ©ojl 
tutions.  In  homes  across  ; 
the  country.  NEC  is  a 


part  of  people's  lives. 

For  more  information,  call  us  at  1-800-338-9549. 


-Tallo* 
Timers, 


mamma 

SCIENCE  &  TECHNOLOGY 


The  KGB  on  CD-ROM 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber  is  an  editor  of  Phantom  Risk: 
Scientific  Inference  and  The  Law 
(MIT  Press,  1993). 


"Midnight,  not  a  sound  from  the 
pavement.  ...  In  the  lamplight  the 
withered  leaves  collect  at  my  feet.  .  .  . 
I  remember  the  time  I  knew  what 
happiness  was.  .  .  .  Let  the  memories 
live  again."  The  poetry  comes  courte- 
sy of  T.S.  Eliot.  Andrew  Lloyd  Web- 
ber wrote  the  music  for  Cats,  the 
Broadway  version. 

The  three  of  us,  Eliot,  Webber  and 
I,  are  connected  by  way  of  a  compact 
disk.  The  song  changes;  my  thoughts 
shift  to  George  Orwell.  Eliot's 
life  (1888-1965)  spanned  Orwell's 
( 1903-50).  The  dates  should  be  right: 
I  took  15  seconds  to  check  them  on 
Microsoft's  Encarta,  one  of  my  three 
CD  ROM  encyclopedias.  The  encyclo- 
pedias are  linked  to  my  word  proces- 
sor through  a  Pioneer  six-disk  juke- 
box. I  own  lots  of  other  CD  ROMs,  too. 
Collecting  them  has,  in  fact,  become 
my  most  recent  obsession. 

Within  the  reach  of  my  right  arm  I 
now  have  a  thousand  books — litera- 
ture, poetry,  almanacs,  encyclope- 
dias— and  multimedia  compendiums 
of  every  description.  Embedded  in 
them  are  recordings  of  great  speeches, 
bird  songs,  video  clips,  musical  instru- 
ments. I  can  access  any  of  these  in  the 
time  it  takes  to  click  a  mouse.  The 
technology  almost  defies  belief.  In  the 
space  of  a  decade  we  have  increased 
society's  capacity  to  remember  by  a 
factor  of  a  trillion  or  so — 12  zeros. 

When  the  technology  of  some- 
thing as  fundamental  as  memory 
changes  that  much,  that  last,  the 
world  turns  upside  down.  A  few  years 
ago  I  argued  in  this  space  that  educa- 


tion would  be  transformed  by  tele- 
technology.  Today  I  watch  my  5 
year-old  daughter  learning  music  on 
her  Miracle  Piano  teacher,  and  read 
ing  fluently,  thanks  partly  to  Just 
Grandma  and  Me  and  a  dozen  other 
equally  ingenious  teaching  programs 
delivered  on  disk.  Broadband  tech- 
nology is  redefining  every  market  for 
information.  It  is  forcing  us  to  rein- 
vent the  cash  register,  and  the  defini- 
tion of  property  itself. 

At  a  higher  plane — or  is  it  a  low  cl- 
one?— politics  have  changed  irrevoca- 
bly. Remember  George  Orwell's 
1984}  You  aren't  supposed  to.  By 
now,  Orwell  prophesied,  memory 
would  be  abolished;  if  Big  Brother 
declared  that  the  once  revered  Com- 
rade Ogihy  had  never  in  fact  existed, 
every  history  book  would  soon  be 
revised  accordingly.  Novels  would  be 
rewritten,  historical  records  corrupt- 
ed beyond  recognition. 

1984  seemed  to  draw  on  parallels 
from  real  life.  Hitler's  thugs  made 
bonfires  of  books.  When  the  Caliph 
Omar  destroyed  the  libraries  of  Alex- 
andria in  a  d.  640,  Orwell  notes  in  a 
1944  essay,  he  kept  the  public  baths 
warm  for  18  davs  with  burning  manu- 
scripts. Great  numbers  of  tragedies  by 
Euripides  and  others  perished  forever. 

Orwell  predicted  that  future  tyrants 
would  do  far  worse.  Winston  Smith, 
the  miserable  hero  of  1984,  spends  his 
days  at  the  office  rewriting  old  newspa- 
per clips.  That  way  every  Party  prophe- 
cy is  always  vindicated.  The  cardinal 
political  principle  of  1984  is  this: 
"Who  controls  the  past  controls  the 
future;  who  controls  die  present  con- 
trols the  past." 

Orwell  was  wrong.  The  technology 
of  1 984  has  arrived,  but  history  is  more 
secure  today  than  ever  before.  The 
archives  of  Time,  usa  Today  and  count- 
less other  newspapers  and  magazines 
are  available  now  on  compact  disk, 
stamped  out  by  the  thousands  and 
peddled  like  pop  music.  You  can  try  to 
forbid  them  and  you  can  destroy  some 
copies,  but  no  tyrant  will  ever  be  able 
to  destroy  them  all. 

Language  itself  is  expanding  rapidly 
into  anti-Orwellian  cyberspace.  By 


1984  we  were  all  supposed  to 
speaking  in  Newspeak,  a  strippe 
down  version  of  English  from  whi 
words  were  to  be  removed  year 
year.  But  instead  of  the  anorexic  11 
edition  of  the  New  speak  Dictionary 
the  one  Orwell  said  we'd  be  on 
now — I  recently  installed  the  CD-R< 
version  of  the  Oxford  English  Diet 
nan  (S800) — the  largest,  riche 
most  readily  accessible  dictionary  e\ 
created.  The  KGB-CIA  Fact  Book  on  c; 
rom  retails  for  S39.95.  Somehow  C 
well  never  warned  us  that  the  de 
reference  used  by  the  secret  police  w 
going  to  become  as  cheap  and  ubiqi 
tons  as  the  soundtrack  for  Cats. 

Caliphs  can  transform  Greek  tra 
edy  into  warm  bathwater  only  wh 
there  is  a  single,  central  repositc 
where  the  newer-copied  manuscrir. 
of  Euripides  are  stored.  In  the  higl 
centralized,  ministry-dominated  s 
ciety  that  Orwell  imagined,  the  id 
that  even,'  single  record  might 
falsified  is  vaguely  plausible.  B 
records  can  in  fact  exist  simult 
neously  in  many  places,  and  eve 
act  of  communication  creates  a  n< 
record.  Society's  memory  is  bett 
than  ever,  constantly  refreshed  ai 
expanded  as  information  is  transm 
ted  and  shared.  The  library  of  Ale 
andria  now  resides  in  tens  of  millio 
of  hard  drives  and  compact  optk 
disks.  Nobody  will  ewer  be  able- 
burn  it  down  again. 

As  we  watch  history  unfold  in  Alt 
cow,  Bosnia  or  Jerusalem,  we  can 
sure  of  this:  History  will  not  be  rewr 
ten  for  anyone's  benefit.  Our  gran 
children  will  remember  that  we  sto< 
by  while  the  Serbs  massacred  the  Be 
nians.  They  w  ill  remember  that  S 
malis  laughed  as  they  dragged  t 
body  of  an  American  soldier  throuj 
the  mud  of  Mogadishu.  Ten  tho 
sand  years  from  now  archeologi: 
will  still  be  unearthing  metal  platt( 
from  the  ashes  of  our  civilization,  t 
Dead  Sea  Scrolls  of  our  times,  or 
infinitely  more  capacious.  xMurdero 
tyrants  everywhere  take  note:  What 
done  cannot  be  undone.  When  y< 
desecrate  the  body  of  an  Americj 
soldier,  we  will  remember.  I 
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The  special  ingredient  that 
makes  a  good  medicine  better: 

You. 


Even  the  best  drugs  depend  on  your 
remembering  to  follow  your  doctor's  dos- 
ing instructions.  This  is  especially  impor- 
tant with  conditions  like  high  blood  pres- 
sure or  diabetes,  which  don't  have  obvious 
symptoms  like  pain  or  fever  to  remind  you 
to  take  your  medicine  as  directed. 

Now,  Pfizer  has  made  it  a  little  easier  to 
remember... 

Carry  a  free  pocket 
record  of  your 
medications 

Become  actively  involved  in  your  health- 
care. One  way:  Carry  a  record  of  your  med- 
ical information,  including  the  prescription 
and  non-prescription  drugs  you  take.  When 
you  visit  a  physician  or  fill  a  prescription, 
bring  this  record.  Your  doctor  or  pharma- 


cist can  add  new  information. 

We'd  like  to  give  you  a  pocket-sized 
Personal  Medical  Data  card  with  space  to 
list  all  your  medications.  Please  send 
your  request,  along  with  a  self- addressed 
envelope,  to  Pfizer,  P.O.  Box  1608, 
West  Caldwell,  NJ  07007. 

Effective  treatment  takes  a  team  effort 

Often,  therapeutic  success  depends  on  a 
partnership  between  your  doctor,  your 
pharmacist,  and  the  people  who  make  your 
medications. 

Plus  —  above  all  —  you. 

Obtaining  a  Personal  Medical  Data  card 
can  be  an  important  first  step  in  becoming 
an  active  partner  in  your  healthcare. 

And  stay  in  touch  with  your  doctor. 
Open  lines  of  communication  make  it  easier 
for  him  or  her  to  fine-tune  your  treatment 
regimen  so  that  it  produces  the  best  results 
possible. 


Amessage  in  the  interest  of  better  health 


Pharmaceuticals 

A  PARTNER  IN  HEALTHCARE 


There's  very  little  medicine  can  do  about  Alzheimer's 
disease,  but  early  diagnosis  and  a  new  drug  can  make 
life  more  bearable  for  patient  and  relatives  alike. 

Coping  with 
Alzheimer's 


By  Richard  Phalon 

Thh  disease  that  has  robbed  former 
construction  company  executive  Abel 
Barclay  of  his  mind,  control  of  all 
bodily  functions  and  will  ultimately 
kill  him,  struck,  more  than  a  decade 
ago  in  what  his  wife  Francesca  calls  a 
"series  of  strange  happenings. "  He 
was  only  62  at  the  time. 

First  Barclay  ( not  his  real  name )  was 
unable  to  recognize  anything  of  a 
Long  Island  neighborhood  he  had 
lived  in  for  years.  Then  the  crossword 
puzzles  he  would  knock  off  at  the 
breakfast  table  before  heading  for  the 
contracting  company  in  which  he  was 
a  partner  became  increasingly  difficult 
to  finish.  Numbers  soon  became  so 
hard  to  absorb  that  Barclay  resigned 


from  his  golf  club,  devastated  w  hen  a 
longtime  friend  accused  him  of  cheat 
ing  on  his  scores. 

Soon  Barclay's  temperament 
changed  from  charming  but  assertive 
to  withdrawn  and  quarrelsome.  A 
psychiatrist  diagnosed  depression  and 
prescribed  antidepressants  that  did 
nothing  to  lift  the  thickening  haze  of 
disorientation  and  anger. 

Finally,  almost  four  years  after  the 
symptoms  first  appeared,  Barclay  saw 
a  neurologist  who  put  a  name  to  what 
ailed  him:  Alzheimer's  disease,  the 
degenerative  nervous  system  afflic 
tion  that  erodes  the  brain  cells  con- 
trolling memory,  judgment  and  the 
ability  to  reason.  Only  cancer,  heart 


disease  and  strokes  kill  more  ad 
Americans  than  does  Alzheimer's. 

Early  recognition  of  this  killer  tl 
now  afflicts  more  than  4  mill) 
Americans  is  critical.  Early  legal  a 
financial  planning  Is  essential  for  de 
ing  w  ith  the  heavy  economic  drain 
the  disease  (see  box,  opposite). 

Another  imperative  for  early  det 
tion:  Warner  Lambert's  new  ar 
Alzheimer's  drug,  Cognex,  the  o 
drug  thus  far  cleared  (two  mon 
ago)  for  use  by  the  Food  &  Dr 
Administration,  is  effective  only  u 
"mild  to  moderate"  symptoms  of  l 
disease.  Because  Barclay  was  di. 
nosed  so  late,  Cognex  is  of  no  bcn< 
to  him.  "The  earlier  the  diagnosis,  l 
better,"  urges  neuropsycholoj 
Paul  Solomon,  codirector  of  i 
Southwestern  Vermont  Medical  G 
ter's  Memory  Disorders  Clinic  an 
principal  investigator  in  the  clini 
trials  on  Cognex. 

If  you  start  to  forget  telephc 
numbers  and  how  to  spell  words  1 
know  ledgeable,  don't  assume  you 
got  Alzheimer's.  Although  Alzh 
mer's  victims  invariably  exhi 
memory  defects,  fading  recollect! 
itself  is  not  necessarily  an  indicat 
"Memory  declines  with  increasi 
age  right  across  the  board,"  says  P 
Solomon.  Cumulative  evidence 
quiring  a  closer  look,  he  adds, 
eludes  such  telltale  signs  as  confusi 


Dr.  Paul  Solomon 
a  principal 
investigator  of  the 
anti-Alzheimer'sd 
Cognex,  with  an 
Alzheimer's 
patient 

Cognex  is  effec 
tive  only  with  m 
to  moderate 
symptoms  of 
Alzheimer's. 
"The  earlier  the 
diagnosis,  the 
better,"  urges 
Solomon. 
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lope  for  the  best, 
>repare  for 
he  worst 

WE'VE  ALWAYS  lived 

/ell,  looked  for  the  best, 
nd  tried  to  prepare  for 
he  worst,"  says  a  woman 
/e'li  call  Eleanor  Slade. 
he  has  been  married  for 
iver  45  years  to  a  former 
ivestment  banker  who  re- 
luires  around-the-clock 
are  in  his  tenth  year  of  Alz- 
eimer's  disease.  But 
banks  to  a  strong  spirit  and 
arly  financial  and  legal 
lanning,  she's  coping. 
Legal  preparation  in- 
luded  an  exchange  of  du- 
ible  powers  of  attorney. 


The  freedom  to  act  as  her 
incapacitated  husband's 
principal  has  enabled  Mrs. 
Slade,  who's  in  the  bank- 
ing business  herself,  to  de- 
ploy his  assets  wisely,  and 
to  manage  his  affairs  with 
no  second-guessing  from 
the  courts  or  a  court-ap- 
pointed guardian. 

A  health  care  proxy/ 
living  will  also  empowers 
Mrs.  Slade  to  follow  her 
husband's  wish,  made 
early  in  his  illness,  that  no 
heroic  measures  be  taken 
to  keep  him  alive.  Thus,  if 
he  gets  pneumonia — a 
common  secondary  illness 
among  bedridden  Alz- 
heimer's victims — Mrs. 
Slade  can  insist  that  doc- 


tors do  what  she  knows  her 
husband  would  want 
them  to  do:  keep  him  com- 
fortable, but  let  pneumo- 
nia— traditionally  called 
"the  old  people's 
friend" — run  its  course. 

Long-range  planning 
is  also  crucial  in  treating  the 
financial  complications  of 
Alzheimer's  disease.  For 
years  now,  riiat  has  meant 
trusts  of  one  kind  or  anoth- 
er— key  elements  in 
"spending  down"  strate- 
gies that  have  enabled 
many  middle-  and  upper- 
middle-income  families 
to  qualify  for  Medicaid  and 
nursing  home  care  bene- 
fits theoretically  available 
only  to  the  poor.  But 


Congress  has  tightened  the 
screws  by  clamping  much 
tougher  eligibility  penalties 
on  asset  transfers  made 
within  36  months  (up  from 
30  months)  of  applica- 
tion for  Medicaid  benefits. 

The  tougher  line  also 
tags  assets  squirreled  be- 
hind the  once  useful 
shield  of  a  revocable  trust  as 
fair  game.  Irrevocable 
trusts  seem  to  be  at  risk  as 
well.  Moral:  Dealing  with 
the  financial  complications 
of  Alzheimer's  disease 
these  days  requires  the  help 
not  only  of  doctors  but 
also  of  lawyers  and  accoun- 
tants wise  in  the  ways  of 
old  folks'  care  law. 


bout  the  day  of  the  month  or  sea- 
3n,  loss  of  attention  and  concentra- 
on,  and  disorientation  in  familiar 
laces. 

There  is  no  single  diagnostic  test 
3r  Alzheimer's.  Similar  symptoms 
an  be  caused  by  depression,  tumors, 
le  side  effects  of  medication,  alco- 
olism  or  head  injury.  In  its  outward 
gns,  Alzheimer's  can  be  difficult  to 
istinguish  from  other  dementias  like 
arkinsonism  or  those  caused  by  mul- 
ple  small  strokes. 

Thus,  diagnosis  aims  at  eliminating 
ther  possible  causes  of  the  symp- 
Dms.  Assessment  starts  with  a  de- 
nied medical  history  and  a  thorough 
hysical,  along  with  neuropsycho- 
igical  tests.  Computerized  tomogra- 
hy  (CT  scan)  or  magnetic  resonance 
naging  (mri)  and  electroenceph- 
lography  (eeg)  are  also  often  on  the 
linical  checklist. 

The  testing  procedure  is  so  com- 
lex  that  frontline  workers  like  Rea 
[ahn,  an  Alzheimer's  Association 
apport  group  coordinator,  suggest 
lat  it  is  best  carried  out  in  institutions 
lat  specialize  in  spotting  the  disease, 
jnong  such  centers  on  the  Associa- 
on's  guidance  list  are  the  Columbia 
resbyterian  Hospital  Neurological 
nstitute  and  the  New  York  Universi- 
/  Medical  Center's  Millhauser  Clinic 
l  New  York;  Massachusetts  General 
lospital  in  Boston;  Johns  Hopkins 


Medical  Center  in  Baltimore;  Rush 
Presbyterian  Medical  Center  in  Chi- 
cago and  the  Alzheimer's  Disease 
Center  at  UCLA  in  Los  Angeles. 

The  jury  is  still  out  on  the  effective- 
ness of  Cognex,  but  even  Warner- 
Lambert  stresses  that  Cognex  is  by  no 
means  a  cure  (though  it  helps  slow 
mental  decline),  and  that  even  its 
limited  benefits  work  only  for  some 
patients.  The  drug  costs  about  $100  a 
month  for  a  four-times-daily  dose, 
and  there  are  some  potential  side 
effects,  including  temporary  liver  dys- 
functions, which  must  be  monitored 
by  once-a-week  blood  tests  for  the 
first  18  weeks  of  use. 

Still,  Southwestern  Vermont  Medi- 
cal Center's  Solomon  says  he  is  en- 
couraged by  his  Cognex  findings  so 
far.  His  research  covers  some  people 
who  have  been  on  Cognex  for  two 
years.  None  has  shown  any  signs  of 
liver  damage.  "It's  just  a  first  step,  but 
a  meaningful  one,"  says  Solomon.  "If 
you're  a  caregiver,  the  drug  might 
permit  a  patient  to  watch  TV  for  half  an 
hour  while  you  get  some  rest — that's 
how  progress  gets  measured  with  this 
disease." 

Solomon  is  making  an  important 
point.  When  Alzheimer's  strikes,  the 
people  taking  care  of  the  patient  are  as 
much  at  risk — mentally,  physically 
and  financially — as  the  patient.  Home 
care  costs  nationally  last  year  averaged 


around  $18,000  per  Alzheimer's  pa- 
tient, nursing  home  care  around 
$50,000.  In  high-cost  urban  areas 
like  New  York  City,  those  numbers 
can  easily  double. 

Alzheimer's  grinds  down  the  spir- 
its, too,  of  relatives  taking  care  of  the 
patient.  "It's  heartrending,"  says 
Francesca  Barclay.  "My  husband  lost 
his  smile  two  years  ago  and  is  a  prison- 
er in  his  own  body." 

To  get  help,  there  are  many  re- 
sources to  tap,  but  the  nonprofit, 
Chicago  based  Alzheimer's  Associa- 
tion (800-272-3900)  is  a  must  first 
stop  for  anyone  trying  to  learn  more 
about  or  trying  to  cope  with  Alzhei- 
mer's. The  association  has  some  220 
local  chapters  around  the  country  that 
run  more  than  2,000  family  support 
groups,  provide  guidance  to  diagnos- 
tic centers,  help  train  home  care  aides 
and  offer  seminars  on  such  practical 
topics  as  how  to  make  a  home  safe  for 
Alzheimer's  patients.  The  chapters 
are  networked  into  a  national  data- 
base, coupled  to  coded  I.D.  bracelets, 
that  helps  to  track  patients  who  wan- 
der, a  frightening  and  common  mani- 
festation of  Alzheimer's. 

If  you  think  Alzheimer's  is  some- 
thing that  can  happen  only  to  other 
people,  think  again.  Over  age  65, 
there  is  one  chance  in  ten  of  being 
stricken.  The  odds  shorten  to  almost 
one  in  two  by  age  85.  Mi 
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Fat  skis  are  answered  prayers  for  skiers  who  can't 
handle  deep  powder.  But  they  are  hardly  skis  tor  all 
slopes,  and  have  their  drawbacks. 

A  ski  for  powder 
phobics 


By  Toddi  Gutner 

"Most  people  don't  skj  powder  of- 
ten enough  to  ski  it  well,"  says  Billy 
Kidd,  the  former  Olympian  and  world 
champion,  who  is  director  of  skiing  at 
Steamboat  Springs,  Colo. 

Fat  skis  are  one  answer.  As  the 
name  implies,  tat  skis  are  nearly  50% 
wider,  and  about  15%  shorter,  than 
conventional  skis.  The  larger  surface 
area  is  designed  to  keep  you  on  top  of 
the  deep  powder,  instead  of  sinking 
into  it.  The  skis'  shorter  length  makes 
turns  easier.  Result?  Beginner  powder 
skiers  can  handle  deep  powder  more 
quickly.  The  same  goes  for  difficult 
conditions  like  crusty  snow,  slush  and 
chunky,  chopped-up  powder.  "Fat 
skis  are  to  skiing  what  the  wider  tennis 
racket  heads  were  to  tennis  in  the 
1970s, "  observes  Martin  von  Neu- 
degg,  marketing  director  for  Canadi- 
an Mountain  Holidays,  Canada's 
leading  helicopter  skiing  outfit. 

Oldtime  powder  hounds  sneer. 
"People  should  become  good 
enough  skiers  to  ski  powder  like 
you're  supposed  to,  on  regular  skis," 
says  Neil  Block,  32,  a  New  York- 
based  bond  trader  and  avid  skier.  But 
the  fat  skis  have  a  devoted  following 
nevertheless.  Edwin  Peterson,  57,  a 
manufacturer  of  pollution-control 
devices,  says:  "Deep  powder  skiing 
had  always  been  a  struggle  for  me 
because  I  always  smacked  into  some- 
thing hidden  underneath  the  snow," 
says  Peterson.  "Not  anymore.  It's  like 
surfboarding  on  top  of  the  snow." 
Billy  Kidd  explains:  "Many  skiers  lose 
confidence  and  become  nervous 
w  hen  they  can't  see  their  skis.  They 
rush  their  turns  and  end  up  doing 
head  plants." 

Atomic  Ski  Co.  launched  one  of  the 


first  fat  skis,  the  Powder  Plus,  three 
years  ago.  "Our  design  came  from 
cutting  a  snowboard  in  half,"  says 
David  Donahue,  Atomic's  vice  presi- 
dent and  general  manager.  "We 
thought  it  was  one  click  above  novel- 
ty," he  says. 

But  there  soon  came  a  roaring  de- 
mand— from  the  wilderness.  Skiers 
who  venture  to  untracked  powder 
areas — places  like  the  Bugaboos  in 
C Canada,  Aspen's  backcountry  and 
Nevada's  Ruby  Mountains — clam- 
ored for  them.  Fat  skis  spell  fewer 
spills,  faster  runs  and  more  time  on 
the  powder.  Jupiter  Jones  of  Steam- 
boat Powder  Cats  and  Bob  Perlmut- 
ter  of  Aspen  Mountain  Powder  Tours 
report  increases  of  two  to  four  ski  runs 
a  day  off  their  snowcats  in  the  back- 
country,  up  from  the  usual  eight  to 
ten  runs.  "Guides  spend  less  time 
picking  folks  up  out  of  the  powder 


LEFT: 

Fat  skis  flank 
ordinary  ski 
Twice  as  wide 
and  15%  shorter. 

RIGHT 

AND  BELOW: 

Atop  Vail's  powder 
on  fat  skis 
Fewer  spills, 
faster  runs, 
more  slope  time. 


because    people    aren't  falling 
much,"  savs  Perlmutter. 

Atomic  didn't  have  the  market 
itself  for  long.  This  year  there  are 
least  seven  brands  to  choose  fro 
Which  suits  you  best? 

For  the  bottomless,  untrack 
deep  powder  that  you're  likely  to  j 
in  helicopter  or  snowcat  skiing,  l 
widest  of  the  wide  skis  such 
Atomic's  Powder  Plus,  Rossignc 
Axiom,  Wolfs  Cold  Smoke  and  1 
Croix's  IX  Powder  are  best. 

.But  if  you  expect  to  go  from  pc 
der  to  slopes  where  there  is  a  go< 
solid  base,  consider  Research  Dyna 
ics'  Fat  Dog,  Volkl's  Explosiv  or  i 
Ski  Co.'s  Fat  Albert  skis.  They  i 
narrower  than  the  other  makes  1 
handle  groomed  trails  better. 

Are  fat  skis  for  vour  A  couple 
things  to  consider: 

Lacking  much  edge,  or  sidecut, 
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between  $500  and  $600  for  the  skis 
and  the  usual  $150  to  $300  for  bind- 
ings. The  Ski  Co.'s  Fat  Alberts  are  the 
priciest  of  the  lot,  at  $1,995. 

Despite  the  prices  and  the  draw- 
backs, fat  skis  are  selling  well.  Manu- 
facturers estimate  that  10,000  to 
15,000  fat  skis  will  be  sold  this  year, 
up  from  the  2,000  Atomic  sold  last 
year  and  the  1,000  it  sold  the  year 
before.  That  is  only  1.5%  of  the  1 
million  skis  expected  to  sell  this  year, 
but,  considering  the  high  prices,  may 
account  for  as  much  as  3%  of  the 
dollar  market. 

Edwin  Peterson,  who  skis  over  100 
days  a  year  from  his  second  home  in 
Aspen,  thinks  of  his  fat  skis  as  energy- 
savers.  He  puts  it  this  way:  "Why 
should  1  finish  the  days  soaked  with 
sweat  and  tired?  Now  I  can  burn  the 
candle  at  both  ends  and  go  out  at 
night."  HI 


1X1 


PERSONAL  AFFAIRS 


It's  a  little  easier  to  sell  your  limited  partnership 
these  days.  But  hold  on  if  you  possibly  can. 

"The  death  and 
divorce  market" 


By  Toddi  Gutner 

In  [HE  1980s,  when  real  estate  was 
hot  and  oil  and  gas  prices  strong, 
some  8  million  buyers  snapped  up 
about  SI  SO  billion  worth  of  publicly 
registered  limited  partnerships.  Tax 
breaks  were  a  prominent  lure,  of 
course.  But  the  tax  act  of  1986  w  iped 
out  most  of  diose  breaks,  and  the 
shelter  game  collapsed.  Of  the  esti- 
mated 4,500  to  5,000  publicly  regis- 
tered limited  partnerships,  only  100 
to  300  trade  with  anv  regularity.  An- 
other 1,000  to  2,000  trade  sporadi- 
cally, and  the  rest  just  sit  there.  "They 
call  this  the  death  and  divorce  market 
because  people  don't  sell  unless  they 
have  to,"  savs  David  Scott  O'Bryon, 
president  of  the  American  Association 
of  Limited  Partners  <  800  342  2257). 
In  some  cases  sellers  wind  up  owing 
more  in  taxes  than  they  get  from  the 
sale.  ( Check  with  your  accountant.) 

Suppose  you're  one  of  the  unfor- 
tunates who  must  sell.  The  first  step  is 
to  get  a  rough  idea  of  what  your 
partnership  units  might  be  worth. 
Ross  Bow  ler,  of  2nd  Market  Capital 
Services,  a  Madison,  Wis. -based  sec- 
ondary market  firm,  savs  a  unit  in  an 
unleveraged  real  estate  deal  should 


yield  10%  to  13%.  He  suggests  divid- 
ing your  annual  cash  distribution  by 
0.11  for  a  rough  estimate  of  w  hat 
your  real  estate  partnership  might  be 
worth.  You  can  get  partnerships'  an- 
nual, quarterlv  and  1 0  K.  reports  from 
Disclosure,  Inc.  (800  638  8241). 
Cost:  S18  to  S35  per  document.  Oth 
er  good  sources  of  information  are  the 
Stanger  Repoit.  a  Shrewsbury,  N.J. 
based  newsletter  (908  389-3600), 
and  secondary  market  firms. 

The  next  step  is  to  find  a  buyer. 
One  possibility  is  to  call  the  general 
partner  and  ask  if  there  is  a  redemp- 
tion program  for  your  partnership.  If 
not,  ask  if  he  know  s  of  any  interested 
buyers.  Ask  if  any  units  have  traded 
hands  recently,  and  at  w  hat  price.  Also 
request  information  on  any  pending 
cash  distributions,  rollups,  changes  in 
management,  or  messy  lawsuits  be- 
tween limited  partners  and  the  gener- 
al partner  or  syndicator.  (Such  litiga- 
tion usually  cuts  the  market  value  of  a 
partnership's  units. ) 

Sometimes  the  stockbroker  or  fi- 
nancial planner  who  sold  you  the 
units  in  the  first  place  will  know  of 
potential  buyers,  or  even  undertake 


the  sale  of  your  units.  On  this  poi 
note  that  Prudential  Securities  I 
just  agreed  to  pay  investors  in  partn 
ships  it  sold  at  least  S330  million, 
compensate  for  the  firm's  shoddy  st 
ing  practices  in  the  1980s. 

If  you  ha\e  to  sell  your  partners] 
on  your  own,  Glen  Bigelow ,  a  port 
lio  manager  at  New  York  based  Bit 
low  Management,  suggests  seeki 
bids  from  as  many  secondary  mar! 
players  as  possible;  the  box  below  li 
several  firms  that  buy  partners] 
units,  or  act  as  agents  to  help  ! 
them.  This  is  a  \ery  illiquid  market, 
never  settle  for  the  first  offer  you  he 
The  agents  charge  commissions 
high  as  9%%,  negotiable.  Th 
agents  will  naturally  try  to  get  i 
highest  price  they  can  for  your  un 
But  some  also  say  they  can  get  unre 
istically  high  prices,  just  to  get  selk 
units  under  contract.  Some  age- 
also  charge  handsome  fees  to  proc 
the  mountain  of  paperwork  nccess 
to  transfer  partnership  units.  Anc 
can  take  from  three  weeks  to  th 
months  to  complete  a  deal. 

The  best  advice  is  to  hold  on 
your  units  for  a  while  longer,  if  y 
can.  Cantor  Fitzgerald,  the  N 
York  based  securities  brokerage,  I 
approval  from  the  stc  and  the  IRS 
launch  a  central  trading  facility,  m  h 
promises  to  greatlv  simplify  the  selli 
of  used  partnership  interests.  And  i 
National  Association  of  Securil 
Dealers  is  seeking  approval  from  l 
IRS  to  list  secondarv  market  quo 
on  its  o-t-c  electronic  bulletin  bo, 
sen  ice. 

Who  knows?  The  underlying  \ 
ues  of  the  limited  partnerships  mij 
well  increase  as  you  wait  for  l 
market  to  get  more  efficient. 


If  sell  you  must 

Here  are  15  firms  that 
play  the  secondary  market 
in  limited  partnership 
units,  or  sell  units  on 
commission.  Ask  up  front 
about  fees,  commissions 
and  length  of  time  trans- 
actions take  to  clear. 


Principals 

Bieelow  Management 
800-431  "811 

Chicago  Partnership 
Board" 

800  272  62"3 

EquitvLine  Securities 
800  327  9990 

Equitv  Resources  Group 
617  876  4800 

National  Partnership 
Exchange  ( Napex ) 
813-222-0555 


Pacific  Partnership  Group 
800-727-7244 

Partnership  Exchange 
Securities  ( PSX) 
800-736-9797 

Raymond  James 
&  Associates 
800  248  8863 

2nd  Market  Capital 
Sen  ices 

800-999—93 

Spnnghill  Financial 
Senices 

805  943-0950 


Agents 

Cuvler  &  Associates 
800  2-4-9991 

Frain  Asset  Management 
800-654-6110 

Joseph  Charles 
&  Associates 
800  526  1~63 

Mackenzie  Patterson  Grouj 
800  854  835" 

Nationwide  Partnership 
Marketplace 

800-969-8996      -T.G.  I 
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This  is  a  line. 

To  some,  it  is  seen  as  a  constraint.  A  limitation.  A  barrier. 


To  others,  it  is  a  point  where  the  past  is  abandoned  in  favor  of  the  future. 


The  new  Toyota  Supra.  It's  taken  everything  sports  cars  were  before 


and  crossed  the  line. 


Wind  in  the  face.  Steering  with       performance  and  civilized  driving  do 

le  throttle.  Shift  levers  that  had       not  have  to  be  mutually  exclusive. 

)  be  persuaded  into         ^-C^^-      *■>         -\  The  revolutionary 

v__^_^  \  . 

\  new  Toyota  Supra. 


irst.  More  power 
lan  brakes.  Heaters  that  only 
orked  when  the  sun  shined. 

Sports  Cars.  For  decades  drivers 
rinkled  their  suits  and  burned  their 
loes  to  experience  the  irony  of  how 
)  many  shortcomings  added  up  to 
)  much  driving  pleasure.  But  now 
lere's  a  new  kind  of  sports  car 
edicated  to  the  proposition  that 


The  cornerstone  of  Supra's  per- 
formance is  a  world-class  power-to- 
weight  ratio.  Its  3.0-liter,  24-valve 
inline-6  with  twin-sequential 
turbochargers  delivers  320  horsepower 
(220  horsepower  in  the  normally 
aspirated  model).  And,  mated  to  a  6- 
speed  transmission,  propels  the  Turbo 
from  zero  to  sixty  in  4  6  seconds.* 


Double  wishbone  suspension,  4- 
wheel/4-channel  Anti-lock  Brake 
System  (ABS)  with  ventilated  discs 
and  dual  air  bags**  help  make  Supra 
as  reassuring  to  drive  as  it  is  fast. 

Ultimately,  though,  the  real  mean- 
ing of  a  sports  car  is  found  in  the  driving. 
And  that's  why  crossing  the  line 
wasn't  just  an  end.  It  was  a  beginning. 
Call  1-800-GO-TOYOTA  for  a  brochure 
and  location  of  your  nearest  dealer. 

®  TOYOTA  Supra 

"1  love  what  you  do  for  me" 


993  Toyota  Motor  Sales.  U  S  A..  Inc  Buckle  Up!  Do  it  for  those  who  love  you  'Cor  and  Driver.  March  199)  "'Always  use  your  seatbelt  Driver-  and  pass< nger-side  air  bags  are  a  Supplemental  Restraint  System  (SRS) 


\MERICA 


"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years. " 

New  York  Times 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott.  Marshall  McGinley 
&  Doyle 

3435  Wilshire  Blvd..  Suite  650 
Los  Angeles,  CA  90010-1907 
(213)  382-6346 
Fax:  (213)  382-1 108 


SAN  FRANSISCO: 

Scott.  Marshall.  McGinley 
&  Doyle 

450  Sansome  St..  Suite  1420 
San  Franscisco.  CA  94 1 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision.  Inc. 

310  Madison  Ave. 

Suite  1412 

New  York.  NY  10017 

(212)  953-1308 

Fax:  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 


For  over  43  years,  leading 
international  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America. 


•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 
continuity 


•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

•Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 


VLL  OR  FAX  VISION! 


1SSELDORF: 

R.  Communications 

sseldorfer-Strasse  132 

X)  Diisseldorf-Oberkassel 

■many 

1)  57-30-26 

::  57-53-92 


NEAREST  REPRES 


SWITZERLAND: 

Publicitas  AG 
Kirschgartenstrasse  14 
CH-4010  Basel 
Switzerland 
(61)  275-4646 
Fax:  275-4777 


ATIVE  FOR  A 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1    Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


PLETE  MEDIA  KIT 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)  584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A. 
26  Avenue  Victor  Hugo 
751 16  Paris,  France 
(1)45  00  66  08 
Fax:  45  00  94  81 


Getting  on  a  corporate  board  these  days  is  no  longer  just  cruitcrs  an; ***** fi»  high-ievei  < 

„        riii        i  ■   r  ■  ■     i        if'       ■     ~j  i  ccutivcs  who  haven  t  vet  reached  I 

a  matter  of  being  the  chief  executive  s  golfing  buddy.      ^  jGb  *  their  own  companies,  a 


Help  wanted 


By  Brigid  McMenamin 

AS  CORTORATE  AMERICA  rids  itself  of 

deadwood  directors  (Forbes,  May 
24),  there's  a  scramble  to  fill  empty 
boardroom  chairs.  A  recent  survey  of 
327  big  companies  by  New  York- 
based  recruiter  Korn/Ferry  Interna- 
tional show  ed  that  49%  are  now  look- 
ing for  at  least  one  new  director, 
compared  with  just  38%  in  1984. 
Recruiter  Thomas  Neff,  of  New 
York's  SpencerStuart,  says  his  firm  is 
trying  to  fill  60  open  board  scats. 


year,  outside  directors  at  Eli  Lilly, 
Giddings  &  Lewis  and  EHP  Interna- 
tional have  been  tapped  for  chief. 

Chief  executives  are  losing  control 
of  the  nominating  process:  For  the 
first  time,  firms  told  Korn/Ferry  that 
more  vacancies  were  filled  by  candi- 
dates recommended  by  other  board 
members  than  by  the  chief  executive. 
.Almost  two- thirds  of  the  firms  that 
responded  to  a  recent  Conference 
Board  survey  said  they  now  use  inde- 


In  the  past,  many  chief  executives 
liked  to  pack  their  boardrooms  w  ith 
trusted  allies.  Minimizing  divisiveness 
was  one  reason.  Personal  finances  was 
another.  One  recruiter  tells  of  a  chief 
executive  w  ho  w  as  unhappy  w  ith  his 
SI. 2  million  salary.  He  told  the  head- 
hunter  to  find  him  a  director  "who 
makes  more  than  I  do."  The  trusty 
recruiter  complied,  landing  someone 
who  was  pulling  down  over  S2  million 
as  chief  of  another  company.  Once 
the  new  director  was  on  the  board's 
compensation  committee,  he  voted 
the  chief  executive  a  hefty  raise. 

But  those  days  are  numbered.  The 
trend  is  for  more  directors  with  spe- 
cialized skills  and  experience  who 
have  fewer  ties  to  management.  In 
many  cases  boards  are  looking  for 
candidates  who  could  easilv  slip  into 
the  boss'  chair  if  necessary.  In  the  past 


pendent  nominating  committees, 
compared  with  less  than  half  ten  years 
ago.  And  IBM  recendy  appointed  a 
new  nominating  committee  that  ac- 
tually welcomes  suggestions  from 
shareholders. 

What  are  the  committees  looking 
for?  Everyone's  first  choice  is  still 
almost  always  a  chief  executive  at 
another  company,  says  E.  Pendleton 
James,  of  New  York-based  Pendleton 
James  &  Associates.  But  they  are  in- 
creasingly hard  to  recruit.  "An  active 
CEO  only  has  time  to  serve  on  two  or 
three  outside  boards,"  says  Roger 
Kenny  of  New  York-based  Board- 
room Consultants.  Last  year  54%  of 
the  chief  executives  Korn/Ferry  sur- 
veyed turned  down  at  least  one  seat, 
compared  with  49%  in  1991 . 

So  in  addition  to  the  usual  academ- 
ic types  and  retired  politicians,  re- 


one  from  the  chief  operating  offii 
down  to  the  head  of  an  operati 
division  at  a  big- name  compj 
might  qualify.  "If  you  are  runninj 
business  unit — whether  a  stand-ak 
or  within  a  bigger  company — thai 
excellent  experience,"  says  P 
McKinnis,  a  recruiter  at  Fort  Wor 
based  Paul  R.  Ray  &  Co. 

Skills  in  international  marked] 
technology  or  surviving  Chapter 
are  helpful.  New  York  recruiter  R( 
ert  \Y.  Ankerson  says  boards  of  pot( 
rial  takeover  targets  look  for  can 
dates  who've  survived  one.  In  this  i 
of  affirmative  action,  being  a  w  on 
or  a  minority  member  helps  a  lot. 

If  you've  got  the  credentials  a 
want  to  get  on  a  board,  let  the  b 
national  recruiters  know.  I 
headhunters  fill  less  tl 
25%  of  the  board  vacanc 
at  big  firms.  The  rest 
filled  by  good,  old  fa 
ioned  networking. 

That's  key.  Almost  by  d< 
nition,  boards  tend  to 
group  thinkers.  No  mat 
w  ho  turns  up  a  candidate,  s 
Roger  Kenny,  the  board's  f 
response  is:  "Does  aaybc 
know  that  person?"  "L< 
face  it,"  says  Kenny,  "tl 
figure,  'If we've  never  hearc 
this  person,  how  good  can 
or  she  be?'  " 
One  of  the  best  ways  to  get  exf 
sure  is  to  serve  on  the  board  of  a  a 
for-profit  like  a  hospital  or  the  Unii 
Way.  You  get  board  experience  a 
get  to  meet  the  right  people. 

Or  you  can  get  your  feet  wet  on  1 
boards  of  subsidiaries.  Donna  R.  I 
ton,  chief  executive  of  Delavan,  W 
based  Van  Houten  North  Ameri 
parlayed  her  experience  on  the  bo: 
of  Mellon  Bank's  Philadelphia  di 
sion  into  seats  at  H&R  Block,  Ban 
Group  and  Yencor  Inc. 

If  you're  approached  about  servi 
on  a  board,  don't  be  coy.  Joel  Kc 
lentz  of  New  York's  Egon  ZehiK 
International  rails  about  a  candid; 
who  didn't  mention  a  possible  cc 
flict  until  the  board  was  about 
nominate  him.  "The  client  is  bittei 
says  Koblentz.  Would  he  recomme 
this  guy  next  timer  "Never  again."  I 
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THE  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  opens  up  a 
browser's  heaven.  Each  and  every 
thought  strikes  a  spark  of  plea- 
sure by  its  originality  and  felicity  of 
expression.  The  range  is  virtually 
limitless.  There  are  gems  on  Early 
Rising,  Economists  and  Eternity. 
The  selection  is  equally  sparkling 
on  Manufacture,  Meddling,  and 
Men  Of  The  World.  It  offers  pure 
gold  on  Wage  Structure,  Wine, 
and  Worry.  Contributors  range 
from  the  earliest  thinkers  to  the 
present  day. 

The  three-volume  set,  printed 
on  fine  quality  stock,  bound  in 
green  cloth  and  housed  in  a 
handsome  matching  slipcase,  is 
the  quintessential  bedside  com- 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 
to  take  "Thoughts"  on 
their  travels,  a  single  voiume 
edition  containing  about 
a  third  of  the  material 
in  529  pages  is  also 
available.  Please  check 
the  appropriate  box  on 
the  order  form. 


panion  with  over  10,000  meticu- 
lously culled  quotes  from  the 
world's  greatest  authors. 

As  a  gift  to  business  asso- 
ciates and  friends,  it  will  give  a  life- 
time of  pleasure.  They  can  sam- 
ple it  by  dipping  at  random  or  pur- 
sue a  more  charted  course  with 
the  aid  of  the  subject  and  author 
indices.  To  order  a  copy  for  your- 
self or  as  a  gift,  fill  out  and  return 
the  coupon  below.  The  company 
of  great  writers  and  thinkers 
awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additional 
charge 


□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


For  Faster  Service 

Call:  1-800-234-4553 

Please  have  credit  card  ready 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $69.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 

(please  print) 

Address 

Apt.  # 

City 

State  Zip 

□  Charge  my  credit  card 

□  AmEx 

□  MasterCard 

□  Visa 

No  

Exp.  Date  


□  Please  send  the  one  volume  edition  instead.  Price  $27.50  includes  shipping  and  handling. 
Please  add  sales  tax  in  New  York  State  and  other  states  wnere  applicable. 
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EDITED  BY  JOHN  R.  HAYES  


Crowd  pleaser 

More  than  3,000  salespeople  con- 
gregated in  Winona,  Minn,  this  sum- 
mer for  the  125th  anniversary  of  Wat- 
kins  Inc.,  an  Amway-type  distributor 
of  household  products  like  spices,  de- 
tergents and  knickknacks.  The  high 
lighl  of  the  weeklong  event  came  as 
the  lights  dimmed  in  the  local  civic 
arena  and  a  perky  female  voice  intro- 
duced the  company  president,  "a  very 
special  individual  who  cares,  believes 
and  guides  us." 

Into  the  spotlight  stepped  Irwin 
(The  Liquidator)  Jacobs.  With  a  reli- 
gious fervor  and  an  earnestness  that 
was  absolutely  convincing,  Jacobs  de- 
livered a  20-minute  speech  that  had 
the  crowd  stamping  and  whisding  by 
the  end:  "What  I  ask  of  you  is  a 
continuation  of  your  commitment  to 
grow  in  every  aspect  of  your  life  and  to 
share  with  the  rest  of  the  world  out 
there  the  best-kept  secret  in  the 
world:  our  wonderful  world  of  Wat- 
kins.  Thank  you  and  God  bless  you." 

Jacobs  bought  Watkins  out  of 
bankruptcy  for  $4.6  million  in  1978 
and  has  tenderly  nurtured  its  growth 
ever  since.  The  firm  had  barely  sur- 
vived a  badly  conceived -effort  to  ex- 
pand from  its  rural  midwestern  base 
into  the  cities  just  as  the  suburbs  took 
off  in  the  1950s  and  1960s.  "We 
started  worse  than  from  scratch,"  Ja- 
cobs says  today. 

Jacobs  has  poured  about  $25  mil- 
lion into  the  company,  installing 
computers,  repackaging  products  and 
improving  its  ancient  telephone  sys- 
tems. He  also  tried  to  grow  by  grab- 
bing Avon  and  Shaklee  in  the  late 
1980s,  but  he  walked  away  happily 
from  those  deals  with  $60  million  in 
profits.  Nevertheless,  Watkins  under 
Jacobs  has  grown  tenfold,  to  over 
$100  million  in  sales. 

Today  Jacobs  has  75,000  sales  rep- 
resentatives pushing  his  products. 
Looking  to  take  the  company  public 
next  year,  he's  making  a  big  push  to 
double  sales.  As  he  puts  it,  he  wants 
"to  broaden  our  family  and  Watkins 
opportunity  to  other  people." 

"Maybe  you  think  I'm  full  of  you- 
know-what,"  he  told  Forbes,  "but 
I'm  hooked  on  this  business.  I  know 
these  people.  I've  gone  to  every  con- 
vention for  15  years.  This  is  a  high. 
I'm  very  Watkinized  and  I'm  proud  of 

it."  -VlCKJ  CONTAVESPI 


RIGHT: 

Alfred  Kmgsley, 
Greenway  Partners 
Carl  Icahn's 
lethargy  left  him 
restless. 


BELOW: 
Irwin  Jacobs, 
Watkins  Inc. 
Chairman  of 
"the  best-kept 
secret  in 
the  world.'' 


Beware  of  dog 


"If  you  want  a  friend  on  Wall  Street, 
get  a  dog,"  is  one  of  Carl  Icahn's 
favorite  sayings.  For  28  years  Icahn's 
dog  was  Alfred  Kingsley,  a  faithful  but 
blunt-talking  tax  lawyer  with  a  nose 
for  undervalued  balance  sheets.  It  w  as 
Kingsley  who  pointed  Icahn  toward 
his  highly  successful  investments  in 
ACF  Industries  and  Texaco. 

Kingsley  left  Icahn  &  Co.  last  fall. 
This  year  he  formed  his  own  invest- 
ment firm,  Greenway  Partners,  where 


he's  been  joined  by  Gary  Duberste 
Icahn's  former  general  counsel.  Wl 
prompted  the  split?  Outsiders  poi 
out  that  Icahn  never  made  Kingsle; 
partner.  Kingsley  says  that  wasn't  t 
reason,  insisting  he  has  only  gO' 
things  to  say  about  working  wi 
Icahn.  "It  was  never  dull,"  he  says 
At  least  in  the  past.  Kingsley  sj 
Icahn  was  taking  a  well-earned  h 
not  very  exciting  breather  after  wra 
ping  up  the  reorganizations  of  n 
and  other  companies  in  which  he  h 
investments.  Restless,  Kingsley  wai 
ed  to  apply  the  same  aggressr 
sometimes  confrontational  investi 
style  he  learned  from  working  wi 
Icahn  to  new  opportunities.  Si 
Icahn,  "I  wish  him  all  the  luck  in  t 
world." 

To  date,  Greenway  has  raised  o\ 
$150  million,  a  solid  achievemei 
though  not  much  of  a  war  chest.  B 
Kingsley  says  new  proxy  regulatic 
from  the  Securities  &  Exchan 
Commission  mean  he  doesn't  ne 
huge  amounts  of  capital  to  be  effi 
tive.  The  rules  make  it  possible  1 
shareholders  to  communicate  wi 
one  another  without  making  sec  1 
ings.  Kingsley's  plan:  Take  minor 
positions  in  undervalued  stocks.  Ift 
stocks  don't  improve,  he  won't  he 
tate  to  offer  his  advice  to  manag 
ment.  If  management  demurs,  ht 
take  his  message  directly  to  off 
shareholders. 

What's  he  looking  atr  Kingsley,  5 
admits  to  liking  such  out-of-fav 
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LEFT: 

Dr.  Carlos  Puig, 
Puig  Medical  Group 
At  the  top  of 
a  supply-driven 
business. 


BELOW: 

Edwin  Lupberger, 
Entergy  Corp. 
Go  horizontal, 
not  vertical. 


ocks  as  IBM,  Marion  Merrell  Dow 
id  Seagram.  But  he's  more  likely  to 
icome  an  activist  shareholder  in  a 
Supany  like  U.S.  Shoe  Corp.,  of 
hich  he  has  accumulated  about  4%. 
niling,  he  says,  "We  expect  to  be 
:tive  in  the  proxy  season  this 
•ring."  -Riva  Atlas 

reiterating  mergers 

[erger  fever  has  infected  Wall 
xeet,  and  the  bankers  are  falling  over 
ich  other  trying  to  discover  which 
dustries  will  succumb  next.  On 
'eryone's  list:  electric  utilities.  The 
asoning  is  simple:  Take  one  big, 
odgy  monopoly  with  guaranteed 
•ofits  and  combine  it  with  a  second, 
id  any  first-year  business  student 
)uld  slash  overhead,  say,  25%. 
Too  simple,  says  Edwin  Lupberger, 
lief  executive  of  New  Orleans'  $4.1 
llion  Entergy  Corp.  Why?  It's  based 
i  an  antiquated  notion  that  all  utili- 
:s  should  be  all  things  to  all  custom- 
's— generator,  long  distance  trans- 
itter  and  local  distributor.  "Differ- 
lt  utilities  are  going  to  be  strong  in 
fferent  areas,"  says  Lupberger. 
Vertical  integration  won't  work." 
As  deregulation  continues  to  buffet 
e  power  industry,  the  most  succesful 
lergers  are  going  to  be  horizontal, 
pt  vertical,  Lupberger  says.  That  ex- 
ains  Entergy's  proposed  $2.3  billion 
erger  with  Gulf  States  Utilities, 
lich  operates  across  state  lines  in 
;aumont,  Tex.  Sure,  Gulf  States 


makes  geographic  sense,  and  Lup- 
berger's  not  going  to  turn  away  the 
new  retail  business.  But  what  he's 
really  after  is  Gulf  States'  low-cost  gas- 
based  generating  plants.  Merging  will 
increase  Entergy's  capacity  by  50%,  to 
more  than  20,000  megawatts,  and 
make  the  firm  much  less  reliant  on  its 
nuclear  power  base.  "We're  betting  on 
being  a  big  generator,"  he  says. 
"That's  where  the  money  is." 

The  son  of  an  Atlanta  barber,  Lup- 
berger, 57,  admits  he's  taking  a  long 
view  on  consolidation.  He  expects  to 
complete  the  Gulf  States  merger  at 
year-end,  but  concedes  that  Entergy 
shareholders  won't  see  the  value  of 
the  deal  anytime  soon.  Says  he,  "We'll 
do  better  in  the  long  term,  10  to  15 
years  down  the  road." 

-Manjeet  Kripalani 


Low  overhead 

Here's  how  Dr.  Carlos  Puig  and  his 
associates  make  their  living:  They  slice 
a  thin,  10-inch  strip  of  hairy  flesh  from 
the  back  of  their  patients'  heads.  "We 
call  it  filleting,"  Puig  says.  Then  they 
cut  the  strip  into  as  many  as  160 
millimeter-wide  grafts.  Next  they 
make  an  equal  number  of  cuts  in  the 
bald  part  of  the  scalp,  slipping  a  graft 
into  each  one.  To  avoid  scarring,  only 
the  back  of  the  head  is  stitched  up. 
The  grafts  are  held  in  place  with  gauze 
until  they  set  a  few  minutes  later. 

Eighteen  months  and  six  90-min- 
ute  sessions  later,  the  patients  should 
have  a  full  head  of  hair.  "People  are 
nervous  the  first  time,"  Puig  admits. 
"Then  it  becomes  like  going  to  the 
dentist." 

Puig,  47,  runs  the  Houston-based 
Puig  Medical  Group,  one  of  the  busi- 
est hair  transplant  outfits  in  the  coun- 
try. One  of  the  pioneers  of  the  filleting 
technique,  he  prefers  it  to  the  proce- 
dure he  underwent  ten  years  ago: 
transplanting  round  plugs  punched 
from  the  back  of  the  head.  "It  looks 
less  man-made,"  he  says. 

Puig  got  started  in  hair  transplants 
20  years  ago,  moonlighting  while 
serving  as  an  Army  doctor.  In  1985  he 
turned  entrepreneur  when  the  firm  he 
worked  for  was  brought  down  by  bad 
management  and  a  major  malpractice 
suit  against  another  doctor.  Talcing 
over  the  reins,  Puig  renamed  the  com- 
pany and  guided  it  through  bankrupt- 
cy. Today  he  operates  in  six  states, 
sodding  the  domes  of  some  1,600 
patients  a  year  at  an  average  of 
$12,000  per  head. 

In  theory  that  price  should  be  com- 
ing down,  since  more  doctors  are 
getting  into  the  business.  Physician 
attendance  at  hair  transplant  conven- 
tions more  than  doubled  in  the  last 
two  years.  Why?  "All  of  the  plastic 
surgeons  who  used  to  do  breast  im- 
plants have  been  looking  for  some- 
thing else,"  says  Puig. 

Instead,  competition  seems  to  be 
helping.  Rather  than  squeezing  mar- 
gins, those  new  doctors  and  advertis- 
ing budgets  are  generating  more  cus- 
tomers for  everybody.  Aid  since  hair 
transplants  fall  outside  the  purview  of 
the  insurance  industry,  health  care 
reform  can't  touch  it.  Could  be  medi- 
cine's biggest  growth  industry. 

-Christopher  Pai.meri  m 
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Forties  and  council  of  the  americas  Present 


landmark  Conference  on  Trade,  Investment  and  finance  Opportunities  in  Latin  America 

■ 

LATIN  AMERICAN  MARKET 

— ns — 


INVtSTMtNT 


TRADE  OPPORTUNITIES 


December  8-10, 1993 

The  Fontainebleau  Hilton 
Miami  Beach,  w7 
Florida 


Developed  in  Participation  with  U.S.  Department  of  Commerce,  U.S.  Chamber 
of  Commerce,  Association  of  American  Chambers  of  Commerce  in  Latin  America, 
International  Finance  Corporation,  Edison  Electric  Institute  and  The  Beacon  Council 
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a  Explore  the  new  opportunities  Latin  America  offerWy  participating  in  this  gathering  ot  key  government  and 

business  leaders  from  the  U.S.,  Latin  America  and  throughout  the  world. 
▲  This  three-day  event  will  help  you  learn  how  to  take  advantage  of  opportunities  that  exist  in  the  lucrative 
Latin  American  market.  The  conference  will  address  joint-venture  techniques,  financing  sources,  financial 
structuring  of  projects,  regulatory  and  legal  requirements  and  how  to  deal  with  business  and  political  risks. 


Attend  This  Conference  and  Meet  With: 

a  Executive  officers  and  senior  government  and 
political  figures  from  Latin  America  and  the  U.S. 

a  Key  representatives  from  official  funding  sources 

a  Corporate  development  officers 

a  Planning,  marketing,  business,  investment,  legal 
and  economic  leaders  who  are  instrumental  in  creating 
and  implementing  opportunities  in  the  region 

Conference  Chairmen: 

a  John  D.  Carter,  President,  Bechtel  Enterprises,  Inc. 
a  Ambassador  George  W.  Landau,  President, 

Council  of  the  Americas 
a  Sir  William  Ryrie,  Executive  Vice  President, 

International  Finance  Corporation 

Orcanizin?  Chairman: 

a  Robert  F.  Cushman,  Partner,  Pepper,  Hamilton  &  Scheetz 


Presented  in  Association  UJith: 

American  International  Group,  Inc.  •  AT&T 

•  Bancomer  S.A.#  Bechtel  Enterprises,  Inc.  • 
Chadbourne  &  Parke  •  Chase  Manhattan  Bank 

•  Coopers  &  Lybrand  •  C  S  First  Boston  •  Enron 
Development  Corporation*  Federal  Express 

•  General  Electric  Capital  Corporation  • 
Goodwin,  Procter  &  Hoar  •  King  &  Spalding 

•  KPMG  Peat  Marwick*  Pepper,  Hamilton  &  Scheetz 

•  Raytheon  Engineers  &  Constructors  International 

•  Waste  Management  International  pic 

Create  your  opportunity!  Call  203-852-0500 
today.  Or  fax  or  mail  the  coupon  below  for  a 
free  brochure. 


Please  Send  me  Information  On: 
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CMC 

200  Connecticut  Avenue 
Norwalk,  CT  06856-4990 

A  participating  as  a  sponsoring  company/organization  LA3 
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BY  ERIC  S.  HARDY 


rhe  market's  current  capitalization  of 
!4.96  trillion  is  15%  above  its  value  at 
he  start  of  of  1993.  Stock  market 
mils  can  take  some  encouragement 
rom  the  fact  that  one  of  the  best 
lewsletter  writers  and  money  man- 
gers, Louis  Navellier,  remains 
xtremely  upbeat  on  U.  S.  equities, 
iome  of  his  optimism  is  based  on 
ontrarian  factors,  such  as  the  large 
ash  positions  of  institutional 
nvestors.  He  is  also  encouraged — as 
nany  money  managers  are — by  the 
learth  of  alternative  investments  that 
eem  to  have  anything  like  the  poten- 
ial  of  equities. 

Navellier  sees  growth  issues  as  par- 
icularly  attractive  relative  to  value 
tocks  now  that  the  new  tax  law 
lenalizes  income  investors  but  does 
lot  raise  long-term  capital  gains 
axes.  One  of  Navellier's  favorite 
;roups  is  semiconductors;  his  partic- 
ilar  choices  are  Intel  and  Micron 
rechnology. 


Special  focus 


For  investors  not  averse  to  a  little  cur- 
rency risk,  these  Canadian  firms  all  sell 
for  less  than  19  times  trailing  earnings; 
the  market  average  p/e  in  Toronto — an 
exchange  heavily  weighted  in  cyclicals — 
is  92.  One  of  the  best  values  in  Canada 
is  BCE  (formerly  Bell  Canada  Enterpris- 
es), which  also  trades  on  the  NYSE. 


The  overall  market 


Bargains  north  of  the  border 


Company 

Price 

P/E 

BCE 

35 '/4 

12 

Canadian  Marconi 

li'/s 

11 

Imasco 

39  5/8 

18 

Intl  Colin  Energy 

14'/2 

10 

Lawson  Mardon  Group 

6^8 

11 

Magna  International 

433/8 

14 

Potash 

19'/4 

11  I 

Rio  Algom 

13'/4 

16 

TransCanada  Pipelines 

153/s 

13 

Westcoast  Energy 

16 

15 

2600 
2200 

1800 
1400 

1000 


The  Barra  All-US  price  index  as  of  10/28/93 

Market  value:  $4,961.1  billion 
P/E:  25.5 

P/E  minus  negative  EPS:  17.5 
Price/book-  2.8 
Yield:  2.4% 


12-month  closeup 
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Closeup  on  the  market 


%  change  from 

Index  or  investment 

2-week  change 

1  year  ago 

5-year  high 

Barra  All-US  index 

-0.3  % 

! 

14.0% 

-0.8  % 

S&P/Barra  Growth  index1 

0.5 

1 

5.1 

-0.9 

S&P/Barra  Value  index 

0.0 

22.9 

-0.2 

Dow  Jones  industrials 

1.8 

13.6 

0.0 

S&P  500 

0.2 

II 

11.1 

-0.4 

NYSE 

-0.1 

1 

11.9 

-0.6 

Nasdaq 

-1.5 

27.7 

-1.8 

Amex 

-0.9 

L 

25.2 

-1.2  j 

EAFE- 

-1.1 

■ 

32.5 

-7.0 

CRB  futures  index"  5 

-0.3 

1 

9.2 

-20.0 

Gold  (Comexspot) 

1.0 

■ 

8.7 

-26.5 

Yen  (per  $US) 

0.8 

■ 

-12.2 

-34.0 

Oil  (W  Texas  Intermediate) 

-6.5  f 

-16.4 

-58.0 

The  best  and  worst  performing  stocks6 


Best 

Price 

2-week 
change 

1993 
EPS' 

Worst 

Price 

2-week 
change 

19S3 
EPS' 

UniCare  Financial 

27  7/s 

41% 

$1.88 

Molecular  Dynamics 

ll7/8 

-34% 

$0.43 

Omega  Environmental 

131/4 

38 

-0.16 

Ross  Systems 

8 1/4 

-34 

0.64* 

Intl  Totalizator  Systems 

161/2 

38 

NA 

Platinum  Software 

25i/4 

-32 

0.71* 

CenCall  Communications 

441/2 

32 

NA 

Lattice  Semiconductor 

15  y2 

-30 

1.28 

Circa  Pharmaceuticals 

127/8 

32 

-0.10 

Morningstar  Group 

7 

-30 

0.73 

The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Forest  products 

13.5% 

13.9% 

Pollution  control 

-10.8% 

-31.6% 

Photographic,  optical 

12.0 

71.1 

Banks 

-6.8 

-0.8 

Motor  vehicles 

11.8 

31.9 

Tobacco 

-6.1 

-44.6 

Iron  &  steel 

9.9 

14.7 

Miscellaneous  finance 

-5.7 

23.6 

Railroads 

8.1 

19.8 

Life  insurance 

-5.2 

6.3 

Source:  Market  Guide,  via  OneSource  Information  Services. 


ote:  Data  for  period  ending  10/28/93.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
R  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  '  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
hrnings  growth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  ana  low  price-to-earnings  ratios.  J  A  dollar-denominated  capitalization-weighted 
dex  of  more  than  1,000  stocks  from  Europe.  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  'Index  of  21  commodity  futures.  5 Source:  Knight-Ridder 
nancial  Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size, 
lilue  and  growth  characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  *  1994  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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DIVIDENDS  REVIEW 

BY  ERIC  S.  HARDY 

Corporate  vs.  government  yields 


6% 


Corporate  dividend  revisions 

3000 


2500 


2000 


1500 


1000 


500 


■  Positive 
B  Negative 


'87    '88    '89     '90    '91    '92  '93 


Representative  industry  yields 


'83      '85      '87      '89      '91  '93 
Through  Oct.  31,  1993 


Yield 

Payout 

Yield 

Payout 

Industry 

ratio  2 

P/E 

Industry 

ratio  7 

P/E 

Auto  &  truck  mfg 

2.3% 

NM 

NM 

Household  products 

2.1% 

62% 

NM 

Banking 

3.0 

33% 

12 

Integrated  petroleum 

4.8 

135 

24 

Basic  chemicals 

4.1 

65 

27 

Pharmaceuticals 

2.2 

41 

15 

Electric  utilities 

5.5 

83 

14 

Retailing 

1.8 

78 

40 

Electronics 

2.8 

42 

17 

Telecommunications 

4.0 

59 

24 

Between  an  overheated  market  a 
high  taxes,  it's  getting  hard  to  ere; 
a  stock  portfolio  that  yields  adequ. 
dividend  income.  Put  $1  million  ir 
the  Standard  &  Poor's  500,  currei 
ly  yielding  2.7%,  and  you  will 
lucky  to  have  much  more  th 
$15,000  a  year  in  income  after  st; 
and  federal  taxes. 

Don't  blame  stingy  boards 
directors.  Dividend  growth  has  k< 
up  with  inflation  over  the  past 
years,  and  recently  has  been  m< 
than  keeping  up.  Standard  &  Poc 
reports  that  the  ratio  of  divide 
increases  to  decreases  in  October  v 
7-to-l.  (In  September  the  ratio  v 
19-to-l).  Historically,  this  ratio 
about  6-  to-1.  Last  year  the  avers 
cash  dividend  increase  on  the  s&P  5 
was  3%. 

If  you  want  higher  than  avera 
yields,  and  don't  mind  losing  grou 
to  inflation,  buy  utility  stocks.  Pi 
dential  Securities'  Barry  Abrams 
warns  that  electric  utility  stocks  ; 
priced  near  their  alltime  hig! 
Abramson  is  worried  about  the  gro 
ing  level  of  competition  in  the  indi 
try.  Nevertheless,  he  has  a  handful 
utilities  on  his  short  buy  list.  Thi 
are  eastern  utilities:  Southern  (yie 
5.1%),  Niagara  Mohawk  (4.5%)  a 
Dominion  Resources  (5.3%). 


Stocks  with  low  payout  ratios 


Stocks  with  high  payout  ratios 


Company/business 

Price 

Yield 

Payout 
ratio3 

Company/business 

Price 

Yield 

Payou 
ratio 

Thiokol/aerospace 

26 

2.6% 

13% 

Olin/chemicais 

45!/2 

4.8% 

177c 

McDonald  &  Co/securities  brokerage 

143/8 

1.8 

14 

American  Software/software 

7 

4.6 

168 

Mercury  General/insurance 

34  lA 

1.8 

15 

Dow  Chemical/chemicals 

547/8 

4.7 

164 

Cohu/electronics 

20  V* 

1.0 

15 

Pennzoil/petroleum 

57  V8 

5.3 

144 

Chrysler/automobiles 

57  Va 

1.1 

15 

Arco  Chemical/commodity  chemicals 

43 '/2 

5.7 

138 

Kansas  City  Life/insurance 

52  Vi 

2.6 

19 

Chemed/specialty  chemicals 

315/8 

6.3 

126 

Piper  Jaffray/securities  brokerage 

UVa 

2.9 

20 

Louisiana  Land  Expl/oil  &  gas  exploration 

45  V2 

2.2 

100 

Tranzonic/personal  care  products 

137/8 

1.3 

21 

New  England  Bus  Svc/business  forms 

157/8 

5.1 

86 

Fremont  General/insurance 

27 

2.7 

22 

Lance/snack  foods 

20% 

4.6 

86 

Martin  Marietta/aerospace 

44  V2 

1.9 

Bell  Atlantic/telecommunications 

63  V* 

4.2 

84 

1  2 

Note:  All  data  as  of  10/28/93.  Yield  on  30-year  Treasurys  adjusted  tor  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  Capitalization-weigr 
Dividends  divided  by  net  income;  all  extraordinary  items  are  excluded.  3Average  during  latest  four  quarters.  NM:  Not  meaningful.  Source:  Value  Line  via  OneSource  Inform; 
Services;  Standard  &  Poor's  Dividend  Record. 
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IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


mm 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO  ;--v ■  „ 

EXTRA  COST.  SHHSSsShShSHI 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala.  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  5LC9 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1-800-FORBES-5. 
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WALLACE  COMPUTER  SERVICES  ■ 


Expand  you 
investment 
horizons. 
The  companie 
this  section  a 
making  their  ar 
reports  availab 
you  FREE. 
Fill  out  the  p< 
paid  reader  sei 
card  or  cal 
Toll  Free. 
1-800-45-FORI 
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Ag  Amneno  Mines  & 
Minerals  Inc. 


Ag  Armeno  Mines  &  Minerals  Inc.  is  a 
Canadian-based  junior  mining  company. 
Recently  awarded  as  Sogem's  1992 
"Quality  Service  Supplier  of  the  Year"  for 
the  silver/lead/zinc/gold  concentrate 
being  produced  at  the  San  Bartolome 
mine,  Ag  Armeno  is  constantly  looking 
to  be  a  leader  in  the  mining  industry  in 
South  America.  With  solid  fundamentals 
and  several  additional  mineral  deposits 
'  exploration  and/or  development,  Ag  Armeno  is  building  into 
er-growing  junior  producer. 
3AQ  symbol:  AROYF 


Birmingham  Steel 
Corporation 

Operating  four  non-union  mini-mills, 
Birmingham  Steel  Corporation  is  a  world- 
class  competitor  with  the  low  cost  struc- 
ture and  efficiency  needed  to  compete  in 
today's  global  steel  market.  The  Com- 
pany's pending  acquisition  of  American 
Steel  &.  Wire  Corporation,  continuing  mod- 
ernization program  and  potential  participa- 
tion in  new  mini-mill  technologies  offer 
exciting  opportunities  for  future  growth. 


Amcast  Industrial 
Corporation 

Amcast  realized  record  earnings  in  1993 
despite  economic  conditions  that  were 
generally  disappointing.  The  key  to  the 
company's  success  was  a  reduction  in 
overall  operating  costs. 
f  uses  on  niche  mctalworking 

—J     markets  where  its  core  strength  in  tech- 
nology can  maximize  returns.  The  com- 
pany manufactures  plumbing  fittings, 
valves,  and  cast  metal  components  for 
the  building,  automotive,  and  industrial 
ment  markets.  Offering  the  broadest  spectrum  of  casting  tech- 
ies  and  product  engineering  solutions  in  its  industries,  Amcast 
11  positioned  for  earnings  growth. 


CS  Holding 


C  S  Holding  is  one  of  the  world's  leading 
financial  services  groups.  By  building  on 
our  strengths  we  are  shaping  an  institu- 
tion capable  of  handling  any  major  finan- 
cial transaction.  Worldwide,  we  focus  on 
wholesale  and  investment  banking,  pri- 
vate banking  and  asset  management, 
while  in  Switzerland  we  also  have  a  strong 
position  in  retail  banking.  Our  businesses 
are  managed  independently  under  their 
own  well-established  names,  giving  them 
the  freedom  they  need  to  compete  effec- 
tively in  the  global  marketplace. 


6 


American  NorTel 
Communications  Inc. 

NorTel  is  an  innovator  in  customized  inter- 
national telecommunications.  More  than 
just  a  provider  of  long  distance  services  in 
the  U.S.,  NorTel  has  created  a  niche  in  the 
international  business  arena.  By  utilizing 
the  advantages  of  technology,  NorTel  is  cur- 
rently providing  voice,  fax,  and  modem 
communication  to  business  customers  in 
many  areas  of  the  world.  Marketing  opera- 
tions continue  to  expand  worldwide.  Now 
profitable,  NorTel  expects  to  generate  sig- 
nt  earnings  growth  over  the  next  three  to  five  years. 

for  information  on  NorTel  and  how  you  can  participate  in  its 
ing  future  as  an  emerging  growth  Company  in  the 
>mmunications  industry  or  call  1-800-975-8042.  3 


f-'i reused  on  gravtlh 
ihruugh  the 
discovery  and 
development 
of  large  scale 
guld  deposits 


CANARC 

RESOURCE  CORP. 


Canarc  Resource 
Corp. 


Canarc  Resource  Corp.  (CCM.V)  is  a 
growth  oriented  gold-exploration  and 
mining  company  with  active  gold  projects 
in  Canada,  USA,  Costa  Rica,  Venezuela, 
Guyana  and  Suriname.  The  Company  is 
currently  developing  one  of  the  largest 
gold  deposits  in  Western  Canada,  The 
Polaris  Taku  property,  with  current  gold 
reserves  exceeding  1.1  million  ounces  to 
date.  Canarc  also  has  one  of  the  largest 
and  most  strategic  land  packages  for 
potential  gold  discoveries  in  the  Guyana  Shield  area  of  South  Amer- 
ica. By  focusing  on  finding  and  developing  gold  deposits  instead  of 
mining  them,  Canarc  offers  investors  the  rewards  of  gold  asset 
growth  without  the  risks  and  costs  of  going  into  production. 


American 
Transportation 
Television  Network 

Trucker  Television,  Inc.  (TTN-a  wholly 
owned  subsidiary  of  ATTN)  is  a  television  net- 
work bringing  news,  weather,  information, 
and  special  interest  programming  to  truckers 
and  the  multi-billion  dollar  tmcking  industry. 
TTN's  signal  will  be  transmitted  by  direct 
broadcast  satellite  (DBS)  throughout  the  U.S.  to 
truck  stops,  fleet  terminals,  union  halls,  regu- 
latory agencies,  and  other  network  subscribers, 
program  format  is  designed  specifically  for  the  tmcking  industry  and 
|-  directed  via  satellite  to  subscribers  horn  its  main  studio  in  Washing- 
>.C.  Each  receiving  station  will  be  equipped  with  a  satellite  dish, 
:r  and  at  least  two  monitors  which  will  carry  the  I  I N  program- 
xclusively.  The  company's  shares  trade  on  NASDAO:  ATTN.F  4 


Computer 
Associates 


Computer  Associates  is  the 
world's  leading  software  company 
offering  more  than  325  different 
software  applications  for  virtually 
every  kind  of  computer  from 
mainframes  to  minis  to  PCs.  With 
revenues  approaching  $2  billion 
and  offices  in  27  countries  around  the  world,  CA  is  the  mission-crit- 
ical software  partner  to  more  than  95%  of  the  Fortune  500. 
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significantly  enhanced 
angiography  offering  the 


Cordis  Corporation 

Cordis'  fiscal  1993,  ended  June  30,  was 
highly  successful  financially  and  opera- 
tionally. Sales  and  earnings  were  again  at 
record  levels.  Cash  from  operations  con- 
tinued to  climb  and  the  company's  bal- 
ance sheet  improved  to  its  strongest 
position  ever.  Cordis'  stock  price  also 
ended  the  year  up  45%,  adding  some 
$140  million  in  market  capitalization. 
Even  more  importantly,  the  approval  .of  16 
new  angioplasty  devices,  including  1 1  bal- 
loon catheters  through  August  1993,  has 
Cordis'  strategic  position  in  the  segment  of 
most  attractive  growth  rates  and  margins. 


Lex  Technologies  li 

Lex  Technologies  Inc.  designs  and 
proprietary  advanced  composite  rr 
processing  systems  for  various  ind 
on  an  international  scale. 
These  highly  efficient,  turn-key  s 
are  capable  of  processing  combinat 
a  variety  of  solid  material-whctr 
gin,  recycled,  or  100%  waste  in  i 
The  finished  molded  products  are  i 
stronger,  lighter,  more  durable  and 
icantly  less  costly  than  those  m« 
tured  conventionally. 


Freeport-McMoRan 
Inc. 

A  global  natural  resource  company, 
Freeport-McMoRan  is  a  leader  in  the 
exploration,  mining,  development,  pro- 
duction, processing  and  marketing  of  nat- 
ural resources.  In  recent  years,  the 
company  has  dramatically  increased  its 
natural  resource  reserve  base  primarily 
through  exploration  success.  Freeport- 
McMoRan  is  one  of  the  world's  largest 
and  lowest  cost  gold  and  copper  produc- 
ers with  the  largest  single  gold  reserve  and  one  of  the  five  largest 
open-pit  copper  reserves  of  any  mine  in  the  world.  The  company  is 
also  the  largest  integrated  and  one  of  the  lowest  cost  phosphate  fer- 
tilizer producers  in  the  world.  (NYSE:FTX)  ^  q 


A\ 

Magna 

INTERNATIONAL  INC. 

A  Fair  Enterprise  Corporation 


Magna  Intematioru 
Inc. 

Magna  International  Inc.,  one 
largest  suppliers  of  automotive  s 
in  North  America,  has  experie 
compounded  internal  growth  rate 
per  year  during  the  last  25  years.  1 
mary  reason  for  this  growth  is  N 
unique  corporate  culture,  which  pi 
mines  how  profits  are  shared  b< 
investors,  employees  and  managen 


Magna's  shares  are  traded  on  the 
(MGAI  and  on  the  Toronto  and  Montreal  Stock  Exchanges  |M 


Golden  Triangle 
Royalty  &  Oil,  Inc. 

Participate  through  CTRO  in  Australia's 
pioneering  oil  frontier  where  the  average 
well  produces  20  times  as  much  as  the 
average  well  in  the  U.S.A.  GRTO  has  oil 
interests  under  26,761,3731  surface  acres  in 
Australia  of  which  10,654,723  acres  adjoin 
the  Exxon  Santos  block  producing  over 
$A700,000,000.00  of  hydrocarbons/  year. 
Add  assets  and  revenues  which  have 
roughly  doubled  in  the  last  twelve  months 
and  you  have  a  Company  worth  looking  at. 


Masco  Corporation 


Where  Quality  Finds  a  Home 


NASDAQ  SYMBOL:  GRTO. 
Contact:  Ivan  Webb  (817]  442-2665. 
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Riroir 


Grow  Group,  Inc. 


In  1993,  Grow  Group,  Inc.  (NYSE:  GROl 
achieved  its  second  consecutive  year  of 
^icL  record  earnings  and  gained  debt-free  sta- 

fl  tus.  A  leader  in  the  paints  and  specialty 

Wk  mp  coatings  market  through  its  Devoe  and 

jr^T^  VwniniH'  brands  Grow  is  also  a  majoi 

participant  in  the  high-growth  non- 
branded  household  cleaning  products 
market.  Grow  affirmed  its  coatings  exper- 
tise with  the  consummation  of  two 
licensing  agreements,  including  one  with 
Corimon,  Grow's  Venezuelan  strategic 
partner.  Grow's  August  acquisition  of  Zynolyte  Products  added  new 
products  and  distribution-furthering  growth  prospects. 


Masco  Corporation  has  n 
36  years  of  growth,  with 
enues  increasing  from  Si 
lion  in  1956  to  over  S3. 5 
in  1992. 

Masco,  with  more  lead 
positions  than  any  othe 
pany  serving  the  building 
improvement  and  home  f 
ings  markets,  is  positioi 
above-average  growth 
1990s. 

Send  for  our  1992  Annual 
which  outlines  our  str< 
and  growth  prospects,  an 
why  we  believe  1997  sal 
exceed  $6  billion  and  tl 
can  achieve  a  targeted  e< 
per  share  level  of  betweei 
and  S4.00  by  1997. 
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Oppenheimer  Capital, 
L.P. 


Oppenheimer  Capital,  L.P.  is  a  vehicle  for 
investors  to  participate  in  the  earnings 
and  growth  of  Oppenheimer  Capital,  a 
leading  investment  management  firm 
with  approximately  $28.9  billion  under 
management  at  August  31,  1993.  The 
partnership  offers  a  high  current  return  as 
well  as  the  potential  for  growth  of  capi- 
tal. The  current  yield  was  6.5%  at  the 
August  31,  1993  closing  market  price, 
1  on  the  current  cash  distribution  rate  of  $1.85  per  unit  annu- 
In  addition  to  the  basic  rate,  the  partnership  pays  special  distri- 
>ns  as  warranted,  including  $.175  per  unit  for  the  fiscal  year 
i  April  30,  1993. 


RPM,  Inc. 


RPM,  Inc.  is  a  widely  diversified  manu- 
facturer of  industrial  coatings  and 
sealants  for  waterproofing  and  general 
maintenance,  corrosion  control  and  other 
specialty  chemical  applications.  RPM 
also  manufactures  consumer  do-it-your- 
self products  for  home  maintenance, 
automotive  repair,  consumer  hobby, 
leisure,  and  marine  markets. 
RPM  has  achieved  46  consecutive  record 
years  of  sales,  earnings  and  earnings  per 
share,  has  increased  cash  dividends  for  19 
consecutive  years  and  has  had  nine  major  stock  dividends  since 
1975.  RPM  SHAREHOLDERS  HAVE  EARNED  IN  EXCESS  OF  A 
25%  COMPOUNDED  ANNUAL  RATE  OF  RETURN  ON  THEIR 
INVESTMENT  SINCE  1974.  ^  g 


Overseas  Shipholding 
Group,  Inc. 


Overseas  Shipholding  Group,  Inc.  oper- 
ates a  modern  fleet  of  59  tankers  and  dry 
bulk  carriers  that  transport  commodities 
such  as  oil,  grain,  coal,  and  iron  ore.  In 
1992,  the  Company  entered  into  a  joint 
venture,  Celebrity  Cruise  Lines  Inc., 
which  owns  and  operates  five  cruise 
ships  marketed  under  the  trade  names  of 
Celebrity  Cruises  and  Fantasy  Cruises. 
OSG's  diversified  fleet  permits  the  Com- 
to  compete  in  a  variety  of  markets  throughout  the  world  and  to 
:e  its  exposure  to  any  one  market  segment. 
E,  PSE:  OSG) 
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Rhone- 
Poulenc 
Rorer 
'92 


Rhone-Poulenc 
Rorer  Inc. 

Rhone-Poulenc  Rorer  Inc.  (RPR)  was 
formed  in  July  1990  by  the  merger  of  the 
human  pharmaceutical  business  of  Rhone- 
Poulenc  S.A.  and  Rorer  Group  Inc.  Today, 
RPR  is  one  of  the  world's  largest  pharma- 
ceutical companies  dedicated  to  the  dis- 
covery, development,  manufacture,  and 
marketing  of  human  pharmaceuticals.  In 
1992,  RPR  reported  sales  of  $4.1  billion 
and  invested  more  than  $500  million  in 
research  and  development.  (NYSE:  RPR). 


20 


Parker  Hannifin 

Parker  Hannifin  is  a  leading  worldwide 
manufacturer  of  motion-control  compo- 
nents and  systems  for  industrial,  automo- 
tive and  aerospace  markets.  As  detailed 
in  its  1993  Annual  Report,  for  year  ended 
June  30,  Parker's  sales  were  $2.49  billion, 
with  net  income  of  $65.1  million,  and  a 
backlog  of  $865.5  million.  (PH-NYSE) 
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Roberts 

Pharmaceuticals 

Roberts  Pharmaceuticals  is  an  international 
pharmaceutical  company  focusing  on  the 
acquisition  and  development  of  high-poten- 
tial, undervalued,  late-stage  development 
products  and  the  acquisition  of  currently  mar- 
keted prescription  and  nonprescription  prod- 
ucts. Roberts  has  established  a  solid 
foundation  in  four  core  businesses:  prescrip- 
tion pharmaceuticals,  nonprescription  phar- 
maceuticals, distribution  of  high-value 
injectable  and  biotechnology  products  to 
physicians'  offices,  and  contract  pharmaceutical  clinical  trials  management 
services.  The  Company  recently  recorded  record  revenues  from  these 
sources.  With  a  significant  number  of  therapeutically  unique  products  and 
substantial  financial  resources,  Roberts  Pharmaceuticals  is  poised  for 
long-term  growth.  21 


it  Your  Annual  Report 
The  Hands  Of  America's 
>st  Influential  Investors. 

nnual  report  is  your  company's  most  critical  communications 
fnent,  offering  important  information  to  both  private  and  insti- 
lal  investors.  Why  not  target  it  to  an  active,  affluent  and  highly 
nsive  investment  audience?  Now  you  can  with  FORBES 
al  Report  Portfolio — the  largest  annual  report  section  among 
ess  magazines. 

lore  information  contact: 
jia  Tarr 

620-2339  fax:  (212)  620-2472 


TK-Continental 
Corporation 

With  over  $2  billion  in  assets,  Tri-Conti- 
nental  is  the  nation's  largest  closed-end 
diversified  equity  investment  company. 
Founded  in  1929  and  managed  by  J.  &  W. 
Seligman  &  Co.,  Tri-Continental  remains 
committed  to  the  concept  of  quality  and 
value  in  the  selection  of  its  investments, 
and  continues  to  provide  excellent 
returns  to  its  stockholders. 


i  Madison 

296-6141  fax:  (505)  293-4647 
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ie  Statesman 
t>up,  Inc. 


The  Statesman  Group,  Inc. 
(NASDAQ:  STTG)  is  a  financial 
services  holding  company  spe- 
cializing in  the  development, 
marketing  and  administration  of 
annuity  and  life  insurance  prod- 
ucts. Revenue  and  earnings  are 
largely  derived  from  income  gen- 
erating assets  accumulated  from 
the  sale  of  annuities  and  life 
insurance  policies  marketed 
through  traditional  agency  rela- 
tionships, financial  institutions 
and  sponsored  market  endorse- 
ments. 

The  Statesman  Group,  Inc.,  has 
$3.5  billion  in  total  assets  at  year 
end  1992,  and  wrote  $459  mil- 
lion of  annuity  deposits  for  the 
year.  For  1 993,  Statesman 
expects  to  write  $1  billion  of 
annuity  business  and  reach  $4.6 
billion  in  total  assets  while  con- 
tracting 10,000-15,000  new 
agents. 
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VEBA  AG 

The  Challenge  of  Europe 

VEBA  is  one  of  the  largest  publicly 
European  companies.  It  stands  for  1 
ity,  Chemicals,  Oil,  and  Trading 
portation/Services.  The  1992 
amounted  to  DM  65.4  billion,  the 
ing  result  was  at  DM  1,214  million 
well  prepared  for  the  challenge  of 
and  continue  to  focus  on  the  Euro] 
tion  of  our  core  businesses. 


Wallace  Computer 
Services 

WALLACE  COMPUTER  SEB 
INYSE-WCS)  has  a  consistently 
record  ot  growth  and  investment 
mance.  The  company  has  had  fiv 
splits,  32  consecutive  years  o 
increases,  31  of  32  years  of 
increases,  and  21  consecutive  ) 
dividend  increases.  Over  the  L< 
years  the  company  has  grown  i 
than  3  times  the  rate  of  its  comj 
This  report  is  for  the  company's  1 
cal  year  ended  )uly  31,  1993. 


T  R  IT.OIS 


Triton  Energy 
Corporation 

As  the  premier  independent  tinder  of  oil 
and  gas  during  the  past  20  years,  Triton 
Energy  has  been  associated  with  the  dis- 
covery of  more  than  2.5  billion  barrels  of 
oil  and  more  than  10  trillion  cubic  feet  of 
gas.  Currently,  Triton  has  oil  and  gas 
activities  in  12  countries  around  the 
world,  with  plans  to  increase  that  num- 
ber significantly  over  the  next  year  and  a 
half.  (NYSE:  OIL) 
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Unitrin,  Inc. 


Unitrin,  Inc.  serves  the  basic  financial 
needs  of  individuals,  families  and  small 
businesses  by  providing  lite  and  health 
insurance,  property/casualty  insurance 
and  consumer  finance  services.  Unitrin 
has  $4.7  billion  in  assets,  $2.0  billion  in 
Shareholders'  Equity,  over  5  million 
insurance  policies  in  force,  and  nearly 
100,000  consumer  finance  customers. 


Why  Should  You  Advertise 
The  FORBES  Annual  Repo 
Portfolio? 

FORBES  reaches  750,000  subscribers,  the  majority  of  who  ar 
participants  in  investment  markets. 

Consider  these  facts: 

•  87%  ot  FORBES  subscribers  own  corporate  stock  worth  an 
average  of  $896,594 

•  The  median  value  of  their  investment  portfolio  is  $363,003 

•  Median  household  income  is  $126,705 

•  Nearly  one  out  of  three  is  a  millionaire 

Source:  Don  Bowden  Associates.  1990  Subscriber  Study 


And  more  than  half  of  FORBES  subscribers,  when  asked,  offe 
on  investment  decisions  being  made  by  individuals  or  by  con 
institutions,  pension  funds  and  trusts. 

To  learn  more  about  advertising  your  company  in  the  F 
Annual  Report  Portfolio,  please  call: 

Donna  Tarr 

(212)  620-233°  fax:  (212)  620-2472 
or 

Sarah  Madison 

(505)  296-6141  fax:  (505)  293-4647 
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Jp  50%  in  a  year!  Up  25%  in  five  months! 
unds  specializing  in  telecommunications 
tocksare  hot.  A  little  too  hot. 

Sold  the  phone 


y  Richard  Phalon 

ven  before  the  gigantic  Bell 
tlantic/Tele-Communications,  Inc. 
erger  was  announced  last  month, 
lecom- related  mutual  hinds  were 
;eping  fund  sellers  very  busy. 
At  G.T.  Global  Telecommunica- 
Dns  Fund,  assets  have  roared  past 
1.25  billion  on  a  scorching  36% 
turn  year-to-date.  Montgomery 
lobal  Communications  Fund, 
unched  just  five  months  ago,  is  up 
ftr  20%  and  pushing  upwards  of 
LOO  million  in  assets.  At  the  SI 55 
illion  closed-end  Emerging  Mar- 
its  Telecommunications  Fund,  the 
it  asset  value  is  up  39%  year-to-date, 
id  the  market  price  has  shot  to  a 
cent  22%  premium  over  NAV.  More 
lecom  funds  are  sure  to  come. 
It  looks  like  a  classic  case  of  sector 
ania.  To  be  sure,  wire  and  cellular 
aerators,  and  makers  and  servicers  of 
lephone  and  computer  networking 
mipment  will  almost  certainly  be 
:pt  busy  in  the  next  decade  or  more, 
overnments  around  the  world  are 
•ivatizing  their  telephone  monopo- 
:s,  and  consumers  everywhere  are 
amoring  for  phones  and  other  com- 
linications  links.  There  are  just  9  or 
)  phone  lines  in  Latin  America  for 
;ery  1 00  residents  and  barely  over  1 
:r  100  in  China,  versus  45  per  100 
:ople  in  the  U.S. 


tell  ringers  abroad 


But  can  this  group  keep  burning  up 
the  wires  at  such  an  electrifying  rate? 
No  way.  "Short-term  performance  of 
this  nature  is  unsustainable,"  says  Os- 
car Castro,  Montgomery  Global's  co- 
manager.  "I'd  be  mad  as  hell  at  any 
broker  w  ho  sold  this  hind  on  the  basis 
that  the  next  nine  months  are  going 
to  be  like  the  last  nine,"  chimes  in 
Michael  Mahoney,  G.T.  Global  Tele- 
com's manager. 

Manias  by  their  nature  run  to  ex- 
tremes. This  one  may  have  further  to 
go,  but  wise  investors  will  tread  wari- 
ly. Compania  de  Telefonos  de  Chile 
(CTC)and  Telefonica  de  Argentina  are 
up  some  50%  and  70%,  respectively,  in 
1993,  with  fancy  price/earnings  ra- 
tios to  match.  At  home,  Newbridge 
Networks  Corp.  is  up  167%  in  1993; 
Intermedia  Communications  of  Flor- 
ida is  up  146%. 

Remember,  sector  funds  move  in 
cycles.  In  a  kind  of  self-fulfilling 
prophecy,  too  many  hinds  chase  the 
same  stocks,  forcing  up  the  prices. 
Just  think  of  the  recent  roller  coaster 
rides  in  health  care  funds  (up  69%  in 
1991,  down  6.5%  last  year)  and  pre- 
cious metals  funds  ( up  63%  in  the  first 
six  months  ofl993,  down  10%  since). 

At  38,  the  Venezuelan-born  Cas- 
tro, a  chemical  engineer  and  expert  in 
Latin  American  markets,  is  the  dean 


of  telecom  fund  managers.  He  was 
wearing  G.T.  colors  when  he 
launched  G.T.  Telecom  in  January' 
1992.  Then  he  engineered  Mont- 
gomery Global's  debut  this  June. 

What  is  Castro's  take  on  the  group? 
He  warns  prospective  investors  that 
the  thin  markets  and  recent  hot  de- 
mand can  combine  to  create  high 
potential  for  volatility.  Sudden  selling 
waves  could  erase  a  big  part  of  recent 
gains  at  some  of  the  telecom  hinds. 

Long  range,  however,  Castro 
makes  a  good  case  for  buying  a  tele- 
com hind,  so  long  as  you  are  not  just 
dialing  for  quick  dollars.  First,  tele- 
com hinds  should  be  diversified 
across  the  entire  spectrum  of  commu- 
nications and  throughout  all  geo- 
graphic regions.  Castro's  fund,  for 
instance,  owns  everything  from  such 
giants  as  Southwestern  Bell  and  Finn- 
ish telephone  equipment  supplier  Oy 
Nokia  to  Leader  Universal,  a  major 
producer  of  telephone  cable  in  Malay- 
sia, and  ECI  Telecom,  an  Israeli  pro- 
ducer of  digital  phone  equipment. 

Many  of  these  stocks  are  a  call  on 
economic  growth  in  developing 
countries.  Castro  thinks  deregula- 
tion, improved  efficiency  and  product 
extensions  like  fax  and  data  transmis- 
sion should  keep  earnings  and  stock 
prices  on  the  move.  And  the  invest- 
ment universe  should  expand  as  more 
countries  privatize  their  phone  com- 
panies. The  short  list  includes  Singa- 
pore, Greece,  Australia,  Peru,  Uru- 
guay and  the  Netherlands. 

But  don't  get  carried  away.  Tele- 
coms have  not  abolished  the  law  of 
stock  market  gravity.  If  you  go  in 
now,  go  for  the  long  haul.  Avoid 
closed  ends  that  sell  at  big  premiums, 
and  avoid  funds  with  high  expense 
ratios.  For  a  list  of  hinds  that  meet 
these  standards,  see  table.  m 

These  funds  traf- 
fic in  telecom- 
related  stocks. 
Consider  their  per- 
centage of  as- 
sets abroad,  expo- 
sure to  emerging 
markets  and — as 
always — sales 
loads  and  annual 
expenses. 


und 

Assets 

Totai 

Largest 

Largest  foreign 

Sales 

Expense 

($mil) 

return  YTD 

holding 

holding 

load 

ratio 

idelity  Developing  Communications 

$244 

30.5% 

Vodafone  Group 

Vodafone  Group 

3.00%* 

1.88 

lag  Investors  Telephone  Income 

460 

20.7 

AT&T 

Telmex 

4.50 

0.92 

lobal  Utility  Fund 

139 

20.0 

Pacific  Gas  &  Electric  Power 

Veba 

5.25 

1.44 

wesco  Strategic  Utilities 

210 

21.2 

PSI  Resources 

Telmex 

none 

1.13 

lontgomery  Global  Communications 

102 

20.2 

CTC 

CTC 

none 

1.90 

ata  as  of  Sept.  30.   'Charges  up  to  0.75%  redemption  fee.   Sources-  Forbes;  Mornmgstar,  Inc. 
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THE  FUNDS' 


When  your  broker  calls,  flogging  initial  public  offerings 
of  closed-end  funds  at  a  cut  rate,  don't  bite. 

Buy  'em  used 


By  Mary  Beth  G  rover 

With  the  public  appetite  for  equities 
and  bonds  voracious,  marketers  of 
closed-end  funds  are  churning  out 
initial  public  offerings  like  never  be- 
fore. The  total  of  newborn  closed- 
ends  this  year  will  be  in  the  neighbor- 
hood of  $17  billion,  according  to 
Newark,  N.J. -based  Securi- 
ties Data  Co.  That's  a  tre- 
bling in  three  years. 

When  Wall  Street  is 
pushing  anything  this 
strongly,  investors  need  to 
be  skeptical.  The  closed- 
end  boom  is  a  case  in  point. — 
There  are  thousands  of  mu- 
tual funds  that  can  be  bought  at  net 
asset  value  and  dozens  of  existing 
closed-end  trusts  selling  at  discounts. 
So  why  pay  a  premium  of  6%  or  7%  in 
brokerage  commissions  to  buy  a  new- 
ly minted  fund? 

Keep  firmly  in  mind  that  closed- 
end  share  prices  have  a  long  history  of 
sinking  below  net  asset  value,  sooner 
or  later. 

More  considerate  of  investors''  in- 
terests than  many,  Charles  Royce,  the 
superb  manager  of  small-company 
funds  (Forbes,  July  19),  is  cutting  the 
commissions  on  his  new  Royce  otc 
Micro- Cap  Fund,  due  out  next 
month.  The  underwriters,  Led  by 
PaineWebber,  will  charge  just  a  3% 
commission  to  the  retail  buyers  of  the 
$60  million  offering.  Royce's  adviso- 
ry firm  will  pay  the  other  3%  out  of  its 
pocket,  recouping  the  outlay  with  its 
annual  management  fee — 0.5%  to 
1.5%,  depending  on  how  well  the 
fund  performs. 

But  even  here  there's  a  catch:  An 
affiliate  of  PaineWebber  will  lev}'  a 
0.2%  annual  administration  fee  from 
shareholders — in  perpetuity.  That 
smacks  of  Van  Kampen  Merritt's  so- 
called  no-load  closed-ends  (Forbes, 
July  20,  1992).  Van  Kampen,  which 
also  footed  part  of  the  commission 


bill,  later  reimbursed  itself  by  collect- 
ing annual  fees  roughly  half  a  percent- 
age point  higher  than  traditional 
closed-end  municipal  bond  funds. 

Assuming  Royce  performs  well, 
with  this  added  annual  charge,  Royce 
OTC  Micro  will  probably  run  annual 
expenses  of  about  1.45%.  That's 
about  0.2  percentage  points  higher 
than  Royce  Value  Trust,  Chuck 
Royce's  flagship  closed-end.  Aid 
Royce  Value  sells  at  a  slight  discount, 
not  at  a  premium  to  net  asset  value. 

Other  fund  underwriters  are  offer- 
ing cut-rate  commissions  on  new 
closed-end  funds,  but  only  for  big 
investors.  Morgan  Stanley  Emerging 
Markets  Debt  Fund  came  public  in 
July  at  just  a  2.4%  commission  for 
investors  who  forked  over  more  than 
$1.5  million.  Oppenheimer  &  Co. 
plans  to  offer  the  Asia  Tigers  Fund 
this  month  at  an  estimated  6%  com- 
mission on  amounts  up  to  $500,000; 
then  the  rate  drops  to  3%,  and  it 
steadily  decreases  to  a  mere  0.4%  for 
those  investing  more  than  $5  million. 

These  sliding-scale  commissions 
are  obviously  meant  to  attract  big 
investors  rather  than  the  smaller  fries 
who  usually  buy  closed-end  funds.  Is 
this  a  good  thing?  Maybe,  maybe  not. 
Institutional  investors  could  create 


more  volatility,  because  if  they  dec 
ed  to  sell  their  huge  quantities 
could  swamp  the  small-capitalizat 
market  for  the  shares. 

That's  probablv  why  Chuck  Ro 
is  cutting  commissions  for  all  custc 
ers,  not  just  for  big  rollers.  For  clos 
ends,  large  holders  are,  at  best 
mixed  blessing.  "The  last  thing  I  w 
in  my  fund  is  big  shareholders  pani 
ing  and  dumping  100,000-sh 
blocks,"  says  Charles  Allmon 
Charles  Allmon  Trust. 

Sure,  you  could  get  lucky  buyin 
closed-end  at  a  premium  to  net  ass' 
if  still  greater  fools  paid  a  still  gre; 
premium  to  take  you  out.  A  few  yc 
ago  overenthusiastic  Japanese  in\ 
tors  pushed  the  premiums  of  ( 
country  fund  as  high  as  1 65%  over 
asset  value.  But  don't  count  on  si 
luck.  The  Japanese  buyers  dumj 
their  single-country  shares  massrv 
when  they  were  forced  to  raise  c 
after  the  Tokvo  market  eras! 
(Forbes,  May  28,  1990). 

Our  advice:  Commission  gimm 
or  no,  avoid  buying  a  fund  on 
initial  offering.  Wait  until  brok 
have  tired  of  supporting  the  stock 
the  aftermarket  and  the  share  pi 
drops  to  net  asset  value — or,  betl 
has  fallen  below  net  asset  value. 
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Why  Put  Munis  And 
Taxables  In  One  Fund? 

To  Seek  Maximum 
After-Tax  Total  Return. 


Unlike  tax-free  funds  which  focus  on  after-tax  yield,  Spartan® 
Bond  Strategist™  seeks  to  maximize  after-tax  total  return 
(yield plus  change  in  principal  value,  after  taxes) .  That  isn't 
always  achieved  by  investing  100%  in  municipals,  because 
taxable  bonds  sometimes  offer  higher  after-tax  returns. 

One  Fund  Does  It  All 

Spartan  Bond  Strategist  is  the  easy  way  for 
investors  in  the  3 1  %  or  higher  tax  brackets  to 
seek  the  maximum  after-tax  total  return.  Bv 


The  Changing  Bond  Market  Means  Changing  Opportunities 

Sometimes  taxables  offer  a  higher  after-tax  total  return, 
sometimes  municipals  do.  Over  time,  a  managed  allo- 
cation strategy  may  offer  higher  after-tax  returns  than 
investing  purely  in  either  sector. 


The  chart  compares  the  Lehman  Brothers  Long-term  Municipal  Bond  and  Long-term 
Corporate  Bond  Indices,  adjusted  to  reflect  the  31  %  federal  income  and  28%  capital 
gains  tax  rates* 

wsm%proprietary  computer  models,  the 
Fund  manager  is  able  to  carefully  sliift  Fund 
assets  between  tax-free  and  taxable  bonds 
to  take  advantage  of  the  changing  bond  mar- 


Fidelity 


ket.  Plus,  Fidelity's  outstanding  research 
and  expertise  support  every  investment 
decision. 


With  Fidelity's  Spartan 
Approach® 

To  further  help  maximize  total  return, 
the  Fund  also  uses  Fidelity's  Spartan 
Approach®  to  reduce  the  Fund's  ex- 
penses.1 The  Spartan®  family  of  funds  is 
another  example  of  Fidelity's  ongoing 
commitment  to  find  innovative  solutions 
to  suit  investors'  needs. 

Find  Out  More  Today 

Spartan  Bond  Strategist  is  the  one  no- 
load  fund  that  combines  municipals  and 
taxable  bonds  to  maximize  after-tax  total 
return.2  To  find  out  more  about  this  revo- 
lutionary approach  to  bond  investing,  call 
for  a  free  fact  kit  today.  It  will  contain  a 
prospectus  with  more  complete  informa- 
tion, including  charges  and  expenses. 
(Minimum  investment:  $10,000.) 


Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 


Investments 

Common  sense.  Uncommon  results. 


<ead  the  prospectus  carefully  before  you  send  money.  The  fund  does  not  take  into  account  state  and  local  taxes,  or  the  federal  alternative  minimum  ta.\.  'Transactions  may  reduce 
our  yield.  The  fund  charges  a  .50%  redemption  fee  on  shares  held  less  than  ISO  days.  Returns  are  historical,  include  reinvestment  of  dividends  and  capital  gains  and  do  not  reflect 
he  performance  of  any  Fidelity  fund  Fidelity  Distributors  Corporation. 


The  stock  market  these  days  is  skeptical  of  companies 
with  a  lot  of  goodwill.  Here  is  a  carefully  chosen  list 
of  companies  with  hard  assets  and  real  earnings. 

Good  riddance 
to  goodwill 


By  Eric  S.  Hardy 

Many  bull  markets  are  led  by 
growth  stocks,  but  not  this  one.  The 
S&l'/Barra  Value  Index  shows  a  total 
return  of  23%  over  the  last  12  months, 
to  5%  for  the  s&p/Barra  Growth  In- 
dex. The  value  index  consists  of  more 
than  300  large-capitalization  stocks 
whose  prices  are  low  multiples  of 
earnings,  book  value  and  dividends. 
Essentially,  a  value  stock  is  one  whose 
market  price  is  based  on  present  con- 
ditions, not  on  future  expectations. 

After  such  a  strong  runup,  good 
value  stocks  are  now  hard  to  find.  The 
overall  market  sells  for  2.4  times  total 
book  value.  The  historical  average 
price/book  ratio  is  just  under  2.  If 
you  subtract  intangible  assets  such  as 
goodwill  from  book  value,  the  price/ 
book  ratio  of  todav's  market  is  an  even 
higher  2.8. 

Goodwill  is  created  when  compa- 


nies pay  more  than  tangible  book 
value  to  acquire  another  business. 
Tangible  book  value  counts  factories, 
inventories,  receivables,  cash  and  of- 
fice buildings,  but  assigns  nothing  to 
customer  lists,  marketing  and  distri- 
bution systems  or  brand  names. 

While  a  brand  like  Coca-Cola  or 
Heinz  is  worth  real  money,  much 
goodwill  is  more  ephemeral  and  can 
evaporate  as  a  company  goes  down- 
hill. Brands  like  Eastern  Air  Lines  and 
Drexel  Burnham  weren't  worth  any- 
thing in  bankruptcy  court.  And  in 
today's  overheated  market,  firms  are 
heaping  up  mounds  of  intangibles  on 
their  balance  sheets.  As  of  the  latest 
fiscal  year,  the  average  company  in  the 
s&P  500  had  21%  of  its  equity  in 
intangibles,  up  from  16.8%  three 
years  earlier. 

Like  other  assets,  goodwill  has  to 


Bricks  and  mortar 


Company/business 

Recent 

Price/ 

Latest 

price 

book  value 

12-mo 

total 

tangible 

EPS 

Coherent/medical  supplies 

14% 

1.3 

1.4 

$0.71 

Delchamps/supermarkets 

23V2 

1.4 

1.5 

2.02 

Delta  Woodside  Indus/textiles 

11 

0.9 

1.0 

1.05 

Kaman/multicompany 

91/2 

1.0 

1.2 

0.96 

Maxxim  Medical/medical  supplies 

18 

1.6 

1.6 

0.88 

Met-Pro/pollution  control 

13'/4 

1.5 

1.6 

0.66 

Plasti-Line/advertising  signs 

10% 

1.5 

1.8 

0  82 

Republic  Automotive/wholesale  auto  parts 

\VA 

1.2 

1.2 

0  81 

RPC  Energy  Services/oilfield  services 

8 

1.4 

1.6 

0.38 

Toastmaster/small  appliances 

V/a 

1.2 

1.3 

0.64 

Sources:  Market  Guide  and  Value  Line  Databases,  via  Onesource  Information  Services. 


These  value  plays  are  increasing  their  tangible  net  worth. 

That  beats  the  intangible  kind— which  includes  goodwill  and  other  fuzzy  assets. 


be  amortized,  penalizing  repoi 
earnings.  "Intangibles  are  among 
most  difficult  and  subjective  asset 
measure,  and  some  companies  1 
zero  [or  negative]  equity  when 
take  out  the  goodwill,"  says  Ja 
Miller,  who  runs  the  $100  mil 
Bartlett  Basic  Value  Fund.  Am 
them:  Lin  Broadcasting  and  Dr  I 
per/Seven-Up. 

Miller — who  is  one  of  the  few  m 
ey  managers  who  use  price/boot 
tios  as  a  primary  criterion  for  selec 
stocks — subtracts  intangibles  be 
figuring  his  ratios.  His  portfolio  o 
stocks  sells  for  1.8  times  tang 
book,  well  below  the  market  aver 

We  put  our  computers  to  w 
finding  similar  value  stocks.  In 
table  below,  each  company  has  at  1 
three  straight  years  of  declining  in 
gible  assets  combined  with  increa 
stockholders'  equity.  Put  it  this  \ 
These  are  companies  whose  as 
reflect  increasing  proportions  of  I 
assets,  decreasing  proportions  of 
tangibles.  All  these  companies  sel 
no  higher  than  22  times  earning; 
bit  less  than  the  overall  market. 

A  few  of  these  stocks  have  all 
earmarks  of  classic  Graham  and  D 
value  plays.  Kaman  Corp.,  for  ex 
pie,  sells  for  just  1.2  times  tang 
book.  In  addition,  Kaman  is  price 
only  10  times  latest- 12-month  e 
ings  and  yields  4.6%.  Two-third 
this  company's  sales  come  frorr 
industrial  components  and  mu: 
instruments  divisions.  The  bah 
comes  from  a  variety  of  high-i 
products  and  sendees.  Kaman  also 
a  small  technology  subsidiary  that 
velops  more  efficient  uses  for  mili 
supplies  and  weapons — a  nice  b 
ness  to  be  in  when  defense  bud 
are  declining. 

Hard,  tangible  book  value  is 
guarantee  against  losses.  Large  5 
companies  had  lots  of  tangible  b 
value,  but  the  tangibles  lost  their 
ue.  IBM,  too,  had  a  high  tangible  b 
value  per  share  but  lost  most  c 
when  it  discovered  it  was  immen 
overstaffed  and  out  of  touch  witl 
customers. 

Nevertheless,  for  those  who  d 
there  is  too  much  fluff  in  the  ma 
today,  there's  a  lot  of  comfon 
knowing  that  the  stocks  you  own 
backed  by  real  assets  you  can  see 
touch,  real  earnings  and  cash  flow 
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GE  Capital  and  Forbes  magazine 

present  the  2nd  annual 


■Rebuilding 

THE  PLAZA  HOTEL,  NEW  YORK  CITY,  JANUARY  19-21,  1994 

A  high-profile  conference  bringing  together  business,  government  and 
investment  leaders  to  address  the  opportunities  in  infrastructure 

development  and  renewal. 


Attend  This  Critical  Forum  To 

•  Explore  the  opportunities  for  public  - 
private  alliances 

•  Understand  strategic  issues  in  developing, 
financing  and  delivering  infrastructure  projects 

•  Exchange  views  with  public  officials, 
business  and  finance  leaders 

•  Learn  the  methods  for  implementing  and 
completing  successful  projects 

Created  In  Partnership  With  The 

National  Association  of  State  Development 
Agencies  •  Rebuild  America  Coalition 

•  National  League  of  Cities  •  U.S. 
Conference  of  Mayors 


Conference  Chairmen 

John  D.  Carter,  President,  Bechtel  Enterprises, 
Inc.  •  Robert  F.  Cushman,  Partner,  Pepper, 
Hamilton  &  Scheetz  •  The  Honorable 
Maynard  Jackson,  Mayor  of  Atlanta,  Chairman, 
The  Rebuild  America  Coalition 


Please  Send  Information  On:  n  attending  the  conference 

~\  participating  as  a  sponsoring  company/organization 


RB-4 


Name 
Title 


Company 
Address  _ 
City  


State 


-Zip 


Phone 


_Fax 


Mail  To: 

CMC/Rebuilding  America 
200  Connecticut  Avenue 
Norwalk,CT  06856-4990 


Fax: 
Phone: 


(203)  857-4075 
(203)  852-0500 


Take  a  prood, 


hard  look 

around  you. 

1  out  of  every 
3  people 


you  see  is 

being;  helped 

"by  the 

United  Way. 

A 

You  don't  have  to  live  in  a  cardboard  box  on  a  street  corner  to  need  help     r  -i      •  .       -%  tij 
Approximately  one-third  of  all  people  in  the  tri-state  area  are  touched  by    UXIXLvI/Cl   TT  ci  V 
over  1700  agencies  that  are  the  United  Way.  There  is  a  way.  The  United  Way     Helping  where  help  is  needed  most 


Public  Service  Announcement  by  Ogilvy  &  Mather  and  thi*  publication 


MONEY  a  INVESTMENTS 


f  you  are  a  stockholder,  you  may  be  rejoicing  at  the 
lew  merger  wave.  If  you  are  a  bondholder,  it  could 
:ost  you  money.  Here's  how  to  protect  yourself. 

Seek  security 


BY  BEN  WEBERMAN 


en  Weberman  is  a  columnist  for 
3RBES  magazine, 
esearch:  James  M.  Clash. 


,ETS  face  IT:  The  bidding  war  for 
aramount  Communications  Inc. 
nd  the  proposed  Bell  Atlantic 
lorp.  /Tele-Communications,  Inc. 
lerger  may  be  just  the  beginning  of  a 
e\v  wave  of  megamergers.  That 
3uld  mean  trouble  for  bondholders. 
Remember  when  the  bonds  of  Uni- 
/s,  Revlon,  Owens-Illinois  and  RJ. 
.eynolds  were  of  high  quality?  That 
ras  before  they  became  the  victims  of 
ighly  leveraged  transactions  result- 
lg  from  mergers  or  changes  in  man- 
|cment.  Debt  securities  of  these 
Dmpanies  were  downgraded  to  junk 
iiality.  Some  companies,  including 
.H.  Macy  and  Federated  Depart- 
ment Stores,  even  descended  all  the 
ay  from  investment  grade  to  banfc- 
iptcy  after  going  through  the  M&A 
ringer. 

1  How  do  fixed- income  investors 
otect  themselves?  Many  big  ones 
sist  on  covenants  in  debt  agree- 
ents  to  prevent  overnight  debase - 
ent  of  credit  quality.  In  buying  a 

nvate  placement  of  corporate  bonds, 
r  example,  an  institutional  lender 
ight  make  the  bond  instantly  re- 
emable  in  the  event  of  a  catastroph- 
balance  sheet  change.  There  are 
10,  typically,  limits  on  dividend  pay- 
ents  and  equity  repurchases. 
As  a  small  investor,  however,  you 
Sll't  in  any  position  to  dictate  bond 


covenants.  You  have  to  take  what's 
available.  But  you  can  be  selective. 

The  best  defense  against  holding  an 
investment-grade  bond  that  becomes 
junky  following  a  leveraged  merger 
deal  is  to  buy  only  bonds  with  the 
most  senior  claim  on  assets.  Better 
still,  get  a  bond  with  a  secured  claim 
on  properties  that  may  be  taken  over 
and  resold  to  some  other  party  if  need 
be.  Example:  Hertz  Corp.'s  6V2  se- 
nior notes  of  2000,  secured  by  the 
company's  assets  (including  its  rental 
fleet),  are  really  better  than  its  6% 
junior  subordinated  notes  of  2000, 
with  just  a  general  credit  claim,  even 
though  the  former  yield  6.1%  to  ma- 
turity, versus  6.6%  for  the  latter. 

The  Paramount  bidding  illustrates 
the  hazards.  What  started  out  as  ex- 
changes of  stock  is  developing  into  a 
contest  to  see  who  can  pay  the  most 
cash.  That  cash  goes  to  stockholders. 
If  there's  trouble  ahead,  bondholders 
and  other  creditors  will  end  up  vying 
for  a  reduced  portion  of  red  meat. 

Soon  after  the  merger  plans  were 
announced,  Standard  &  Poor's  put 
Paramount  on  its  CreditWatch  with 
negative  implications.  I  would  stay 
with  the  senior  debentures  while 
avoiding  those  with  subordinated  or 
junior  claim.  Paramount  7V?s  of 
2023,  now  rated  A  by  S&P,  are  senior 
in  claim  and  are  priced  at  91  to  yield 
8.3%  to  maturity,  although  the  issue 
is  callable  in  2003.  Senior  notes  in- 
clude a  7Vi%  issue,  noncallable  until 
maturity  in  2002,  trading  at  100V2  to 
yield  7.4%.  A  second  level  of  claim, 
one  that  could  be  downgraded  from 
its  present  A-  to  BBB,  is  represented 
by  the  7%  subordinated  debentures 
maturing  in  2003.  These  are  callable 
at  any  time  and  trade  at  94V2  to  yield 
7.8%.  Avoid  them. 

Viacom  International,  the  chosen 
mate  of  Paramount,  is  still  investment 
grade  on  an  implied  senior  basis  by 


S&P,  although  its  subordinated  debt, 
BB+  in  speculative  grade,  is  on  nega- 
tive CreditWatch  and  could  be  down- 
graded. Viacom's  plan  to  borrow  $3 
billion  to  sweeten  the  cash  portion  of 
its  offer  for  Paramount  is  bad  news  for 
bondholders.  Senior  subordinated 
lOVis,  noncallable  until  maturity  in 
2001 ,  sell  at  a  huge  premium  price  of 
120  to  yield  6.9%  to  maturity.  Stay 
away  from  them. 

Bell  Atlantic,  involved  in  merger 
plans  with  TCI,  has  already  been 
downgraded.  Bell  Atlantic  Financial 
Services  6%s  of  1997  are  now  tagged 
A,  formerly  AA-.  They  trade  at  1 05  to 
yield  5.2%.  Don't  buy  them. 

Going  against  the  trend,  TCI  is  on 
CreditWatch  for  positive  consider- 
ation. That  makes  sense,  since  it's 
marrying  money.  It  has  an  array  of 
bonds,  ranging  from  senior  deben- 
tures to  senior  notes  down  to  subordi- 
nated sinking-fund  debentures.  Stick 
to  the  highest  quality — the  senior  de- 
bentures, that  is.  Follow  this  course 
even  though  TCI  isn't  the  acquirer  in 
this  deal  and  will  probably  benefit 
from  a  wider  selection  of  program- 
ming if  linked  to  Paramount.  You 
never  know  what  reshuffling  of  assets 
lies  in  the  future. 

How  bad  is  it  to  be  farther  down 
the  food  chain?  Max  Holmes,  director 
of  corporate  bond  research  at  Salo- 
mon Bros.  Inc.,  surveyed  distressed 
securities  over  a  1 6-year  period  to  find 
the  answer.  Bonds  described  as  "se- 
nior secured"  collected  an  average  of 
56  cents  on  the  dollar  as  the  default 
was  worked  out.  Payoffs  worked  low- 
er as  claim  priority  descended,  until 
junior  subordinated  bonds  received 
only  27  cents  on  the  dollar. 

Play  it  safe.  You  may  hold  debt  of  a 
quality  company,  but  that  may  not 
mean  much  unless  you  also  know  the 
covenants  and  the  standing  of  the 
issue  within  the  company.  BHI 
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Investors  intrigued  by  seasonal  patterns 

in  the  stock  market  will  have  a  good  chance  to 

try  their  hand  this  Thanksgiving. 

For  everything 
a  season 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (Dearborn  Financial  Publishing). 

The  stock  market  did  not  crash  last 
month,  contrary  to  the  predictions  of 
several  market  letter  writers  who  were 
counting  on  a  1993  October  Massa- 
cre. The  stock  market  actually  rose  to 
a  new  alltime  high. 

The  October  Massacre  is  a  myth, 
created  out  of  the  extraordinary 
events  of  1987  and  anecdotal  evi- 
dence from  a  few  other  Octobers.  But 
don't  conclude  from  this  that  season- 
al patterns  don't  exist  in  the  stock 
market.  They  do  exist.  In  a  compre- 
hensive study  of  the  market  going 
back  to  1897,  University  of  Illinois 
Professor  Josef  Lakonishok  and  Cor- 
nell University  Professor  Seymour 
Smidt  found  statistically  significant 
patterns  around  the  turns  of  the  week, 
month  and  year,  as  well  as  around 
stock  exchange  holidays. 

Some  of  these  patterns  are  too  triv- 
ial to  make  exploiting  them  worth- 
while. But  not  all. 

We  know  this  because  of  the  im- 
pressive performance  of  a  seasonality 
timing  system  maintained  by  Market 
Logic.  Over  the  last  ten  years,  accord- 
ing to  the  Hulbert  Financial  Digest,  a 


portfolio  gained  321%  by  using  this 
system  to  switch  between  the  Wilshire 
5000  and  T  bills.  Buying  and  holding, 
in  contrast,  produced  a  267%  gain. 

Beating  the  market,  however,  is 
only  part  of  this  story.  Market  Logic's 
seasonality  timing  system  also  is  low 
risk,  because  it  is  in  cash  most  of  the 
time.  The  system  is  invested  in  the 
market  only  during  the  first  and  last 
days  of  each  month  and  the  few  days 
before  and  after  exchange  holidays. 
The  Hulbert  Financial  Digest  calcu- 
lates that  an  investor  acting  on  this 
advice  over  the  last  decade  experi- 
enced less  than  half  as  much  volatility 
as  the  market  itself. 

A  system  that  outperforms  the  mar- 
ket with  less  than  half  the  risk  is  a  rare 
combination.  Indeed,  this  simple  and 
mechanical  timing  system  has  signifi- 
cantly outperformed  Market  Logic's 
econometric  timing  model,  for  which 
the  letter  is  better  known.  Market 
Logic's  econometric  model  produced 
only  a  253%  gain  on  a  pure  timing 
basis,  thus  lagging  the  market.  And 
the  econometric  model  incurred  al- 
most twice  the  risk  of  the  seasonality 
portfolio. 

Why  does  the  market  exhibit  these 
seasonal  tendencies?  The  most  plausi- 
ble hypothesis  I  have  seen  is  advanced 
by  Wharton  Professor  Donald  Keim. 
He  researched  the  relationship  be- 
tween stocks'  closing  prices  and  mar- 
ket markers'  bid-asked  spreads  and 
found  that  for  most  of  the  year  there  is 
no  discernible  pattern.  But  before 
exchange  holidays  and  the  turns  of 
the  month  and  year,  Keim  discovered, 
the  bulk  of  stocks'  closing  prices  rep- 
resent dealers'  bids.  A  few  days  after 
such  periods,  most  of  the  closing 
prices  represent  dealers'  asked  prices. 


Keim's  conclusion:  Seasonal  patte 
can  be  traced  in  large  part  to  t 
movement  of  stocks  within  their  b 
asked  spreads. 

Given  taxes,  spreads  and  comn 
sions,  can  the  individual  investor  t 
advantage  of  seasonal  patterns?  \ 
with  no-load  mutual  funds,  rat 
than  with  individual  stocks.  Funds  ( 
culate  net  asset  values — the  price 
which  you  or  I  can  buy  or  sell  then 
based  on  stocks'  closing  prices, 
those  occasions  during  the  year  wl 
most  stocks  close  at  their  bids,  yen 
effect  can  buy  their  portfolios  at  tl 
bids  rather  than  their  asked  prices.  / 
several  days  later  you  can  sell  at  tl 
asked  prices  rather  than  their  bids. 

No-load  funds  also  eliminate 
commission  problem.  They  do  : 
eliminate  the  tax  problem,  howeve 
calculate  that  on  an  aftertax  basis 
system  lags  a  buy-and-hold  strati 
by  about  3%  per  year.  That  still  maj 
attractive  to  you,  given  the  fact  th; 
incurs  so  little  risk,  but  not  as  entic 
as  the  pretax  returns. 

Many  funds,  having  caught  on 
this  game,  are  now  restricting 
number  of  times  an  investor  < 
switch.  But  for  now  there  appear; 
be  no  shortage  of  no-load  funds  v\ 
ing  to  allow  the  30  or  so  switches 
year  entailed  by  Market  Logic's  s 
sonality  trading.  Market  Logic  c 
rently  identifies  nearly  two  do: 
such  funds.  For  its  original  seasona 
portfolio,  Market  Logic  uses  Selec 
American  Shares. 

The  bottom  line:  When  it  come: 
exploiting  the  different  seasons, 
key  is  to  focus  on  seasonal  trad 
systems  that  actually  work.  And  \ 
don't  have  to  trade  30  times  a  yeai 
get  value  out  of  these  systems.  If  \ 
are  planning  to  invest  in  stocks  a 
way,  for  example,  it  makes  sense 
invest  before  seasonally  favorable 
riods  rather  than  after.  And  vice  vc 
when  you  are  ready  to  sell. 

According  to  Market  Logic, 
next  seasonally  favorable  period 
gins  just  before  Thanksgiving  i 
extends  dirough  the  first  days 
December.  This  period  has  the  o< 
doubly  in  its  favor.  It  represents 
confluence  of  both  the  month-t 
favorable  period  and  also  the  < 
associated   with   the  Thanksgiv 
holiday.  Call  it  the  Thanksgiv 
Twitch.  It's  about  to  occur. 
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HOMEY  &  IHUESTHEKTS 


"his  year  hasn't  been  a  banner  one  for  good  books  on 
westing,  but  here  are  a  few  I  found  profitable  reading 

For  giving 
and  tor  reading 


BY  KENNETH  L.  FISHER 


;nneth  L.  Fisher  is  a  Woodside,  Calif.-based 
oney  manager.  His  third  book  is 
DO  Minds  that  Made  the  Market. 


S  I  DID  last  year  (Oct.  26,  1992),  I 
ave  again  browsed  the  bookstore 
lelves,  inspecting  the  year's  crop  of 
cw  investment  books.  This  year's 
poks  are  not,  in  my  opinion,  as  good, 
i  average,  as  those  of  recent  years, 
ut  do  offer  some  profitable  reading 
fid  worthy  Christmas  gifts. 
Any  new  Peter  Lynch  book  is  news- 
brthy.  Beating  the  Street  (Simon  & 
phuster,  $23)  is  also  wise,  witty  and 
ell  written.  Since  the  book  is  simple 
jid  easy  to  read,  beginners  will  learn 
ts  from  it,  but  so  will  veterans.  Ever 
lectic.  Lynch  can  be  self-contradic- 
,ry;  for  example,  when  he  says  you 
n  buy  a  stock  only  knowing  a  bit 
fout  it,  and  240  pages  later  urges 
}U  to  know  the  story  better  than 
all  Street  does.  But  he  pokes  fun  at 
mself,  offers  introspection  into  his 
alysis,  and  is  wonderfully  quotable, 
in:  "Never  invest  in  any  idea  you 
n't  illustrate  with  a  crayon."  Highly 
:ommended  for  keeping  and  for 
zing,  for  pleasure  and  for  profit. 
Martin  Pring's  Investment  Psycholo- 
Explaincd  (John  Wiley  &  Sons, 
4.95)  also  benefits  novice  and  vet- 
in.  Novices  will  gain  from  Pring's 
ig  lore  and  overview,  gained  over  a 
ig  career.  Veterans  will  like  his 


chapters  on  contrary  thinking,  and 
one  on  pride's  role  in  making  mis- 
takes— far  and  away  the  best  I  have 
seen  on  that  subject.  The  last  chap- 
ter— trading  rules  from  classic  trad- 
ers— is  worth  the  25  bucks  by  itself. 

William  Eng's  The  Day  Trader's 
Manual  (Wiley,  $55 )  is  the  best  book 
I  have  seen  on  trading.  Covering  vola- 
tility, spread  scalping,  stochastics,  rel- 
ative strength  and  so  much  more,  it's 
at  times  too  technical,  as  are  many  of 
the  Wiley  finance  books,  but  it's  a 
great  tutorial  on  technique. 

Clearly  I'm  biased  to  like  The  Stock 
Market  Explained  For  Young  Investors 
by  my  son,  Clayton  Philip  Fisher 
(Business  Classics,  $17.95).  For  high 
school  and  college  students,  it's  a 
handy  gift  item .  Clav  wrote  it  while  still 
in  school  and  in  kids'  lingo,  so  his  peers 
could  fathom  this  usually  daunting 
subject.  He  offers  a  unique  viewpoint 
gained  from  growing  up  day-to-day 
inside  a  30-person  money  manage- 
ment firm.  Give  it  to  young  people  you 
want  to  instruct  about  markets. 

Leo  Melamed  on  the  Markets,  by  Leo 
Melamed  (Wiley,  $29.95)  is  great 
coverage  of  financial  futures.  With  a 
stirring  foreword  by  Nobel  Laureate 
Milton  Friedman,  this  book  is  so  vital 
because  it's  by  Melamed,  who  built 
the  Chicago  Mercantile  Exchange 
and  was  one  of  a  small  handful  of  men 
who  made  financial  futures  what  they 
are  today.  The  book's  top-notch  trad- 
ing advice  applies  to  any  form  of 
speculative  market. 

I  admire  Robert  Sobel's  historical 
writings,  and  never  more  so  than  with 
his  new  Dangerous  Dreamers  (Wiley, 
$27.95).  Great  book.  He  focuses  in- 
sightfully on  junk  bonds  and  takeover 
artists.  Easy,  fun,  yet  detailed,  it 
depicts  Milken  as  a  necessary  product 
of  our  times  who  was  done  in  bv  an 


Uncle  Sam  who  has  always  been 
threatened  by  and  "out  for"  signifi- 
cant pioneers  of  finance. 

It's  a  Sure  Thing,  by  Robert  Metz 
and  George  Stasen  (McGraw-Hill, 
$15.95).  Each  of  75  short- story- like 
chapters  ties  a  cartoon  by  Henry  Mar- 
tin to  a  two-page  story  challenging 
the  good  and  bad  of  some  aspect  of 
investing.  There  is  a  lot  of  wisdom  in 
small  bites  here.  Each  story  ends  with 
an  easy-to-read  lesson  of  a  few  lines. 

The  Prudent  Investor  by  James  P. 
Owen  (Probus,  $21.95)  winds  you 
through  the  good  and  bad  of  asset 
allocation,  consultants  and  picking 
money  managers.  Owen  was  a  legend 
in  money  management  sales,  and 
knows  his  turf.  His  insights,  overview 
and  focus  on  mistakes  to  avoid  are 
worth  the  book's  price. 

Since  there  were  fewer  than  usual 
good  books  on  investing  published 
this  year,  it's  not  a  bad  time  to  revisit 
some  of  the  classics.  Not  all  of  them 
are  in  print,  but  you  can  find  them  in 
any  good  library: 

The  Intelligent Investorby  Ben  Gra- 
ham (Harper  &  Row,  1949);  Security 
Analysis,  also  by  Graham  (McGraw- 
Hill,  1934);  Common  Stocks  and  Un- 
common Profitsby  my  father,  Philip  A. 
Fisher  (Harper  &  Row,  1958);  Ex- 
traordinary Popular  Delusions  and 
the  Madness  of  Crowds  bv  Charles 
Mackay  (L.C.  Page  &  Co.,  1841); 
The  Templeton  Touch  by  William 
Proctor  (Doubleday,  1983);  The 
Contrarian  Investment  Strategy  by 
David  Dreman  (Random  House, 
1980);  The  Money  Masters  bv  John 
Train  (Flarper  &  Row,  1980);  Remi- 
niscences of  a  Stock  Operator  by  Edwin 
Lefevre  (George  H.  Doran,  1923) — 
and  Frank  Reilly's  Investment  Analy- 
sis and  Portfolio  Management  (Dry- 
den  Press,  1985).  Hi 
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MONEY  &  INVESTMENTS 


With  money  market  rates  scraping  bottom  and  the  stock 
market  hitting  new  highs,  even  passbook  savers  are 
embracing  equities.  It's  time  to  be  contrarian. 

The  case  for  cash 


BY  CHARLES  E.  BABIN 


Charles  E.  Babin  is  managing  director  of  BRS 
Capital  Management,  Inc.,  an  investment 
management  firm  in  Boston. 


The  human  psyche  being  what  it  is, 
our  view  of  what  lies  ahead  is  heavily 
colored  by  recent  events.  Let's  be 
honest  about  it:  We  are  so  constitut- 
ed that  we  tend  to  expect  the  future 
to  mirror  the  present.  That  delusion 
has  cost  investors  lots  of  money  and 
could  again. 

Remember  1987?  At  the  halfway 
mark,  the  S&p's  total  return  was  an 
impressive  27.4% — vastly  superior  to 
that  earned  on  cash  equivalents 
(2.8%).  Bedazzled  by  that  showing, 
on  top  of  the  brilliant  stock  market 
performance  of  the  preceding  years, 
investors  piled  into  equities. 

It  was  a  trap.  In  October,  the  S&P 
surrendered  22%  of  its  value.  In  what 
turned  out  to  be  a  gut-wrenching 
year,  equities  managed  to  eke  out  a 
modest  5.2%  return,  thanks  to  divi- 
dends. Investors  would  have  done 
better  with  riskless  Treasury  bills. 
They  returned  5.8%. 

When  Clinton  wrested  control  of 
the  presidential  race  from  Bush  a  year 
ago  last  October,  pessimism  reigned. 
Convinced  that  his  tax  initiatives 
would  bag  share  prices,  even  profes- 
sional investors  bailed  out  of  stocks.  It 
proved  to  be  another  tactical  error. 
The  s&P  turned  in  its  best  quarterly 
performance  during  the  final  three 
months  of  1992  (up  5.1%,  including 
dividends)  and  continued  its  upward 


trek  to  close  at  an  alltime  high  of 
469.50  (Oct.  15). 

The  stock  market  thus  has  a  nasty 
way  of  doing  the  opposite  of  what 
sensible  people  think  it  will  do.  Is 
there  no  objective  way  to  anticipate 
these  swings?  Fortunately,  yes.  Histo- 
ry shows  that  credit  market  prices — as 
proxied  by  three-month  T  bill 
yields — provide  crucial  information, 
unbiased  by  human  emotion. 

To  see  why,  imagine  the  impact  on 
equity  returns  if  interest  rates  dou- 
bled. Obviously,  the  market  would 
tank.  Though  less  dramatic,  empirical 
examination  reveals  an  association  be- 
tween even  small  interest  rate  move- 
ments and  share  prices. 

So,  what  is  happening  in  the  credit 
markets?  Contrary  to  the  30-year 
bond  market,  the  trend  in  short-term 
rates  has  been  up.  From  a  nadir  of 
2.6%  (October  1992),  T  bill  yields 
have  been  hovering  around  3%.  True, 
40  basis  points  doesn't  seem  earth- 
shattering.  But  measured  as  a  per- 
centage change,  it  works  out  to  15%. 

Considering   the   importance  of 


Cash  signals 

Ensuing  6-month  return 

Decision  date 

S&P  500* 

T  bills 

July  1987 

-17.4% 

2.9% 

Jan  1984 

-4.8 

4.6 

Jan  1979 

9.9 

5.6 

Jan  1978 

3.2 

4.6 

July  1977 

-3.0 

2.9 

Jan  1974 

-10.2 

2.8 

July  1973 

-4.9 

3.9 

Jan  1973 

-10.4 

3.9 

Average: 

-4.7 

3.9 

Includes  dividends. 

Short-term  interest  rates  are  reliable  in- 
dicators of  impending  stock  market  cor 
rections.  Since  1970  only  one  prior  cash 
"signal"  produced  suboptimal  results. 
Today's  rates  suggest  caution. 


credit  market  fluctuations  to  st( 
prices,  I  consider  that  15%  move  to 
highly  significant  for  the  stock  m 
ket.  It  means:  Start  getting  int< 
defensive  position.  Build  cash.  Do 
shy  away  from  profit-taking,  espec 
ly  long-term  gains. 

As  detailed  in  the  accompany! 
table,  the  recent  rise  in  short  inter 
rates  marks  the  ninth  occasion  sii 
1970  when  the  interest  rate  mo- 
favored  riskless  assets  over  equiti 
While  it  could  be  different  this  ti 
around,  it  would  be  a  mistake 
ignore  the  fact  that  only  one  pr 
such  signal  (January  1979)  p 
duced  suboptimal  results. 

Whv  have  interest  rates  proven 
efficient  a  barometer?  Because  all 
the  chief  factors  that  influei 
the  price  of  credit — risk,  expect 
inflation  and  taxes — drive  equ 
markets,  too. 

Think  back  to  the  Reagan  era. 
broad  brush,  the  principal  story  w; 
series  of  tax  cuts  that  ultimately  cc 
densed  a  dozen  or  so  personal 
come  tax  brackets  to  three  and 
duced  the  top  effective  marginal  r 
from  70%  to  33%.  Inflation,  as  rn 
sured  by  the  CPi,  subsided  from  dc 
ble-digit  proportions  in  1981  to  j 
over  4%  in  1988. 

In  response,  T  bill  yields  dropf 
from  14.3%  to  8.1%,  and  the  S& 
annualized  total  return  over  I 
1981-88  period  was  14.2%. 

The  Clinton  agenda,  with  its  e 
phasis  on  higher  taxes  and  gove 
ment  mandated  programs,  pushes 
the  opposite  direction.  So  it  proba 
is  not  a  fluke  that  T  bill  yields  b 
tomed  out  just  as  Bill  Clinton  1 
came  the  presidential  campai 
front-runner.  In  my  view  this  mark 
a  decisive  turning  point,  first 
money  markets,  and  eventually 
the  stocks  and  bonds. 

If  history  is  a  guide,  investi 
should  err  on  the  side  of  caution.  I 
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he  market  is  ripe  for  a  major 
p  move  in  the  dollar. 


Prescription  for 
i  strong  currency 


IY  ANDREW  J.  KRIEGER 


drew  J.  Krieger  is  managing  director 

(B  Currency  Advisors,  Inc., 

ireign  currency  investment  management 

i  hedging/overlay  firm 

»ed  in  Englewood  Cliffs,  N.J. 

is  author  of  The  Money  Bazaar. 


n  Oct.  21  Hans  Tietmeyer  inaugu- 
ed  his  Bundesbank  presidency  with 
urprise  interest  rate  cut  of  50  basis 
ints  in  both  the  discount  and  Lom- 
rd  rates.  He  hinted  at  future  rate 
^:s  over  coming  months.  Currency 
ders  scrambled  to  cover  their  dollar 
jrt  positions,  sending  the  dollar  up 
pinst  the  deutsche  mark, 
jrietmeyer's  first  actions  on  taking 
ice  seemed  poles  apart  from  the 
Hides  of  his  predecessor,  Helmut 
nlesinger.  As  Bundesbank  boss, 
blesinger  repeatedly  demonstrated 
Imarkable  tenacity  and  attachment 
1  anti- inflationary  policies  and  a 
nplete  unwillingness  to  demon- 
lite  any  flexibility  on  this  matter, 
lis  kept  the  deutsche  mark  strong 
I  fact,  overvalued),  but  at  a  great 
It — social,  political  and  economic. 
;  employment  is  a  terrible  problem 
pss  Europe,  and  the  basic  fabric  of 
i  European  Monetary  System  has 
In  damaged  by  Germany's  tight 
jnetary  policies. 

s  Tietmeyer  heralding  a  new  type 
Bundesbank,  softer  on  inflation 
more  politically  sensitive?  Proba- 


bly not.  Tietmeyer  is  perhaps  a  bit 
more  flexible  than  Schlesinger,  but  he 
is  not  soft  on  inflation. 

But  note  that  in  spite  of  the  fact  that 
there  has  been  no  sea  change  at  the 
Bundesbank,  the  dollar  has  held  on  to 
most  of  its  gains  against  the  dm.  My 
betting  is  that  the  deutsche  mark  is  set 
for  a  prolonged  period  of  weakness, 
particularly  against  the  dollar  and  the 
yen.  This,  however,  has  less  to  do  with 
easier  money  at  the  Bundesbank  and 
much  more  to  do  with  the  fact  that 
the  U.S.  economy  is  finally  showing 
signs  of  growth. 

The  U.S.  economic  data  will  proba- 
bly be  quite  strong  for  the  next  six 
months  and  will  create  an  asymmetri- 
cal risk  in  terms  of  U.S.  interest  rates, 
as  they  have  little  or  no  further  room 
to  drop,  with  potentially  quite  a  lot  of 
room  to  rise  on  a  technical  basis. 

While  the  U.S.  economy  is  starting 
to  show  some  momentum,  the  Ger- 
man and  other  European  economies 
will  continue  to  sputter  along,  leading 
European  interest  rates  downward. 
This  implies  a  continued  convergence 
between  U.S.  and  European  interest 
rates — rising  in  the  U.S.,  slipping  in 
Europe.  Put  it  all  together  and  you 
have  a  veiy  dollar- supportive  mix. 

Of  course,  my  assumptions  may 
prove  to  be  wrong,  but  the  market  is 
ripe  for  a  major  move,  and  all  signs  are 
pointing  up  for  the  dollar.  Let's  see  if 
the  economic  data  prove  to  be  as 
strong  as  anticipated.  If  they  are,  it 
could  turn  out  to  be  a  very  profitable 
exercise  for  those  readers  who  fol- 
lowed my  Oct.  11,  1993  recommen- 
dation and  bought  the  67-cent  March 
deutsche  mark  calls  and  54-cent  June 
deutsche  mark  puts. 

If  you  missed  the  last  trade,  I 
would  advise  buying  the  March  54 
deutsche  mark  puts  (for  30  ticks)  and 


the  March  65  calls  (for  30).  This 
should  allow  you  to  still  participate  in 
a  major  move. 

If  my  assumptions  are  wrong,  and 
the  recovery  fizzles,  then  the  move 
down  could  be  very  potent. 

What  about  the  other  European 
currencies?  Many  speculators  have 
been  betting  heavily  on  the  British 
pound's  strengthening  versus  the 
deutsche  mark.  They  assume  that  the 
U.K.  is  further  along  in  its  economic 
cycle  than  Germany,  having  moved  to 
an  aggressive  monetary  easing  pos- 
ture over  the  past  12  months.  The 
U.K.  economy  has  in  fact  recovered 
this  year,  showing  moderate  growth, 
but  the  composition  of  the  recovery  is 
extremely  troublesome.  Domestic 
consumption  is  still  showing 
strength,  but  export  demand  has 
dropped  sharply.  This  bodes  ill  for  an 
economy  that  has  historically  been 
prone  to  nasty  current  account  crises. 

The  U.K.  is  probably  going  to  im- 
pose new  taxes  in  November  and 
simultaneously  offset  the  contrac- 
tionary influences  of  these  taxes  with 
interest  rate  cuts.  This  is  a  bad  pre- 
scription for  a  currency,  and  will  likely 
cause  heavy  dumping  of  the  once- 
proud  pound. 

The  Swiss  franc  is  also  going  to  be  a 
major  casualty  in  tiiis  scenario,  as  its 
very  Low  interest  rates  (4.5%)  may  well 
make  it  a  popular  liability  currency 
among  global  investors.  This  means 
that  investors  who  hold  the  idea  of  a 
stable-to-firmer  dollar  may  begin 
borrowing  money  in  Swiss-franc-de- 
nominated debt;  and  they  win  hand- 
somely, as  long  as  the  dollar  holds 
steady.  Borrowing  money  at,  say, 
4.5%  per  annum  can  be  a  wonderful 
strategy  if  a  weakening  currency  adds 
extra  profits  to  the  bottom  line.  As  an 
example,  imagine  a  dollar-based  in- 
vestor who  borrows  $100  million  in 
Swiss  francs  at  a  spot  rate  of  1 .46  Swiss 
francs  to  the  dollar.  If  the  dollar  rallies 
to  1 .72,  a  rate  last  seen  in  1989,  then 
the  investor  will  reap  the  full  benefit 
of  a  17.8%  gain  on  his  currency  expo- 
sure. This  is  not  a  game  for  the  faint- 
hearted, but  it  has  been  played  fre- 
quently in  the  past. 

But  don't  look  for  the  dollar  to 
rise  against  the  yen  with  anything  like 
the  power  with  which  it  moves  against 
the  DM.  Very  different  forces  control 
the  yen's  fate.  VS 


?es  ■  November  22,  1993 


209 


FINANCIAL  SERVICES 


BUSINESS  OPPORTUNITIES 


Receive 
for  only 


An  introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most 
recent  Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to 
Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 
each  week  for  10  weeks  forces $55.  Available  only  once  every  three  years  to 
any  household.  SPECIAL  BONUS:  J.K.  Lassers  1994  Tax  Guide.  With  your 
subscription  you  also  will  receive  the  newest  edition  of  America's  best-selling 
tax  guide  with:  •  the  latest  developments  and  legislation  •  forms  for  filing  • 
tax  organizer  with  step-by-step  instructions  •  hundreds  of  examples  and 
money-saving  strategies  PLUS  free  update  supplement  and  24-hour  helpline. 
(A  $14.00  value;  yours  at  no  charge  while  supplies  last.)  Your  subscription 
to  Value  Line  may  be  tax-deductible.  Consult  your  tax  advisor. 
Send  check  or  money  order  along  with  name,  address 
and  zip  code  to  gether  with  this  ad  or: 

Call  Toll-Free  1-800-833-0046 

(Ext.  2903-Dept.  61 G22)  American  Express,  MasterCard  or  Visa.  24  hours  a  day, 
7  days  a  week.  30  day  Money-Back  Guarantee.  Allow  4  weeks  lor  delivery. 
NY  residents  add  sales  lax.  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey* 

711  3rd  Avenue 
NY,  NY  10017-4064 


PA  1 


Twenty  Businesses  You 
Can  Run  From  Your  Horn 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  tv 

FREE  cassettes  will  explain  how  you  can  start  se 

cbsi  486  sx  Computer  eral  or  all  Qf  these  twenty  turnkey  business 
part-time  and  still  retain  the  security  of  your  present  position.  If  yc 
purchase  our  software  and  business  program,  we  will  give  you  the  coi 
puter  and  printer.  If  you  already  own  a  computer,  you  may  recei 
a  discount.  Some  individuals  are  now  earning  $4,000  to  $10,0( 
per  month  part-time.  Free  home  office  training.  Financing  availab 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  779 

Computer  Business  Services,  Inc.  (Sheridan,  IN:  317-758-441 


Forbes: 
Capitalist  Tool 


VOICE  MAIL 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under $300. 


Voice  Mail 
Call  Processing 
Faxon-Demand 

1-800-947-4884 

Demo  (510)  $22  1800 
FAX  (510)  522  5556 

w= 


TALKING  TECHNOLOGY,  INC. 
^HHHSBSC       Prices  subject  :o  cham 


PRESENTATION  EQUIPMENT 


LASER  POWER 


$7905 


Engraving  Available! 


1  800  55  DIUCO 


DIVCO  Technologies,  Inc. 

An  American  Company 


Made  in  the  USA  •  1  Year  Warranty 


BUSINESS  OPPORTUNITIES  BUSINESS  OPPORTUNITIES 


FINANCIAL  SERVICES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
rL),„„1Ka   Call/Write  for  FREE  KIT: 
P.O.  Box  484-FB 
Wilmington,  DE  19899 
800-321  -CORP  •  302-652-6532 


\V\VLstry 


Fieri  imports 


store  ino  yuu  Associate  store 

A  Home  Furnishings  Retailer 
For  sale.  Unlimited  sales  potential. 
Ideal  for  direct  importer  or  investor. 
Write  to:  President.  Amcorp 
P.O  Box  44 
Mobile.  AL  36601-0044 


EDUCATIONAL  SERVIC 


University  Degree 

Home  study  Associate,  Bach 
Masters,  and   Doctoral  de< 
Paralegal,     Law,  Psyche 
Business    Administration,  r 
Care  Administration,  Interna 
Business,    Human  Resoi 
Technology  Management. 
Call  (800)  477-2254 
Southern  California  Univers 
202  Fashion-F,  Tustin  CA  9! 


EDUCATIONAL  SERVIC 


COLLEGE  DEGRE 

BACHELORS  •  MASTERS  ■  OOCTO 
For  Wort.  Lltf  and  Ai 
Eiperlence  *  No  Clei 
Attendance  Requi 
1-800-423-33 
FAX  (310)  471- 
oi  Mod  detailed  re 
lor  Free  E valusti 

Pacific  Western  Universi 

600  H  Sepui»eaa  am  Dtp'  1BS  Los  Angeles  C< 


FREE  VIDE( 


EXTERNAL  DEGRE 

BA/BS  MS/MBA  PhD/J[ 
|  Credit  for  worfc./life  exp  •  Accra 
(800)  955-8879  (24  hrs. 

LaSalle  Universii 

Dept.  879  Slidell,  LA  70459-2 


ACCOUNTING  SOFTWAF 


OFF  WALL  STREET 

Stocks/Prices-Yours  or  Mine7 
Buy  the  right  stock  at  the  right  price. 
Subscribe  to  Off  Wall  Street  now 
&  notice  the  dramatic  difference! 
1 7  issues,  one  full  year  $85.00 
9  issues,  six  months  $49.00 
OFF  WALL  STREET 
5  Carriage  Drive.  Oxford,  CT  06478 


$  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Majurtacluring  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


For  Information  on 
Forbes/Market  Classified: 
Call  Linda  Loren 
212-620-2440 
Fax  212-620-2472 


BE! 

SOFTWARE  PRIC 

10  Accounting/Distribution  Mo 
Full  Installation.  Training  &  Su 
Network  or  Single  User  Avail 
AMEX,  VISA,  MASTERCA 


1-800-455-8844 
Matrix  Computer  Systems,  h 


LANGUAGE  INSTRUCTION 


■OF  7x40  -  manufactured  by  Carl  Zeiss- Jena 

Jseci  by  East  German  border  guards  along 
he  Berlin  Wall,  these  are  thought  to  be  the 
inest  root  prism  binoculars  ever  made 
Current  issue  throughout  Eastern  Bloc; 
lever  belore  offered  to  civilian  market 
\stounding  optical  clarity  and  brightness, 
ncludes  rangefinder  reticle  with  tritium 
llummator.  infrared  night  vision  filter,  rubber 
armor,  complete  weatherproofing  Built  to 
ixtremely  ngorous  military  specs  Each 
>iece  new  in  the  box  with  English 
nstructions  and  individual  serial  number 
Jloney  back  guarantee  if  not  satisfied 

Exceptional  price  of  $499  includes  a 
lifetime  warranty.  CA  residents  add 
7.75%  sales  tax 
Quantities  are 
extremely  limited, 
however,  order  now  to 
ensure  delivery  Sorry- 
no  more  than  two 
pieces  per  customer. 


SCM  Corporation 

1-800-225-9407 


EXECUTIVE  GIFTS 


OW  TO  STOP  BACK  PAIN  AND 

HP  g  FROM  COMING  BACK! 

portable  seat  that  transforms  chairs  & 
jto  seats  into  devices  that  retrain 

ick  muscles  4  support  the  spine  for 
oper  posture.  It's  the  proven  way  tc 
iting  relief.  Endorsed  .  . 

health  professionals!  i^Zfao 

osturfwohition™  t79'5 

ised  on  internationally  MoneyBock 
ipected  Alexander  Technique.  Guoron,M 
<xm  os  get  ma  brochure 

i\  800-392-0363 

sture  Education  Products 
iKatonah  Ave,  Katonah,  NY  10536 


MISCELLANEOUS  FOR  SALE 


/E  BUY  DIAMONDS! 

Call  or  fax  GIA  info 

for  cash  offer. 
-Any  quantity!  - 

HOUSE  OF  ONYX 

lain  St. ,  Greenville,  KY  42345 
•00-844-MOOor  FAX  502  +  338-9605 


REAL  ESTATE 


•  Colorado  • 
liangre  de  Cristo  range 

Panoramic  mountain  views. 
40  acres  $25,000 
n  the  heart  of  the  majestic 
Rocky  Mountains. 


J.  Ryland 

Box  303  6WK2 
Ft.  Garland,  CO  81133 
(719)  379-3263 


"When  Microsoft  Corp 

transfers  software  engineers 

for  a  stint  in  its  Tokyo  office. 

it  gives  them  a  computer 

(program)  called  'Power 

Japanese'  made  by 

Bay  Ware. ' 

me  won  bireef  journal 

1    1  Pnrn 

-4  Japanese 

■      Power  Japanese,  the 

■      award- wmnma 

m      software  system  for 

*  ™       Windows -based 

PC's,  combines  just 

9             the  right  mixture  of 

^^^^  sound,  graphics. 

mr            and  content  to 

■V            make  learning 

1             Japanese  a 

1  ^^^^  stimulating 

1  intellectual 

Jm*^  ^  adventure! 

FREE  demo: 

800-538-8867 

Now  at 

COMP  USA 

and  other 

fine  retailers 

MAIL  ORDER 


StairLIFr 

Model  SC 

Ride,  Don't  Climb. 

■£1 


Ride  up  or  down 
stairs  quickly 
and  easily  with 
StairLIFT  Model 
SC,  the  single- 
seat  lift  from 
Inclinator  Co 
of  America  For 
more  informa- 


tion, write  today: 

INCLINATOR 


COMPANY  OFjlf 

Dept.  7  1/ 
P.O.  Box  1557  V 
Harrisburg,  PA  17105-1557 


EXECUTIVE  GIFTS 


HAND  CARVED  MAHOGANY 
JET  FIGHTERS 


•  16"  to  22"  models  ore  hond- 
crofted  from  solid  mohogony  with 
hondpainted  markings  ond  detoili 

•  Over  160  modeli  m  stock 

•  Priced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


I  VI  II  11 


WOttSSUADINGIttKHS 
WIN 
UJOXUJTg'Ui 

KISS  No*  7?»  Sir* 
km**  Alport.  «Z  85260 
1402]  99V18*!  ££. 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government.' 

Write  tci 

Free  Business  (  aulog 
U.S.  Government  Pnntinx  Office 
Office  of  Marketing— Mop  SM 
Washington  l)(  20401 


PRESENTATION  EQUIPMENT 


MAKE  YOUR  PRESENTATION 
MORE  EFFECTIVE 


EXECUTIVE  GIFTS 


Ideal  For 

•  Speakers  •  Teachers 

•  Executives  •  Trainers 


•  1  Year  Warranty  •  <  5mW  Power \ 

•  Range  up  to  100  yds. 

•  2  AAA  Batteries  Included 
DEALER  INQUIRIES  WELCOME! 

<>  FUPK 

55  Oak  Court,  Danville,  CA  94526 
Tei  510-820-1763  •  Fax  510-820-8738 


800-854-6686  DEPT.  I 


EXECUTIVE  ART 


72 

SILVER 

$82 

WHITE 

$92 

BLACK 

120 


'  Mercedes  500  SI  $24.00 

■  BMW  Itafdesign  Nazca  $29.00 

Plus... 

1  Alfa  Romeo  Spyder  :. $27.00 

Nissan  300  ZX  Turbo  $27.00 

Ferrari  512  TR  $29.00 

AC  Cobra  $29.00 

and  hundreds  more! 
Each  model  measures  10"  long 

1-800-944-6120 


BR0OKLANr\ 
MOTORS  U 


8361  E:  Evans  Rd.,  #107 
Scottsdale,  AZ  85260 


ORIGINAL 
ANTIQUE  MAPS 


To  Make  A  Distinguished  Statement 


•  Executive  Office 
Decoration 

•  Corporate  Cifts 

•  Collection  Building 


48  East  57th  Street  New  York,  NY  10022 

Callery  Hours:  Mon-Fri,  10-6;  Sat.  11-4 
(800)  423-3741  (212)308-0018 
Fax:(212)308-0074 

III.  Catalogue,  $7 

Supplier  to  Leading 
Museums  &  Private 
Collections 


COMPUTER 


Quality  Computer  Systems 


•  386/486  complete  $  649 

•486-33  notebook  1249 

Money  Back  Guarantee 
Free  Software  installation 

800-486COMP 

^£5°     ^g^^    (^$4*)  Sj^i 
IBM  Compatible 


Cumphicti  Sail  Mw/c/y 

Clti&h:  Yuuhte 1  h'mmnu  (luulilY 


Flying  Cloud 


World-Class  Craftsmanship 
Other  Fine  Nautical  Works  Available 

SEACRAFT™ 

CLASSICS 

78517  E.  Evans  Rd.  Sle.  109,  Scottsdale,  AZ  85260 
FAX  (602)  998-2314  •  (602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


M^VVorid's  Largest  Selection  of  Audio  Books 

■Bestsellers  1 

on  Cassette  S 

Full-length  | 

Readings  z 

Call  for  Free  | 
Brochure 


(800)  626-3333 


WATCHES 


WATCH- 


ANY  WATCH. 
ANY  STYLE. 
ANYTIME. 
CALL  TODAY. 
NO  DELAY. 


INCLUDED. 


BEST 
VALUE:  CALL 
BERG 


■feMl^terW^I- 

1  •800528TIME 


HP 


/BKRG 


PHILADELPHIA  •  BALA  CYNWYD 

CALL  FOR  FREE  CATALOG. 

WATCHES  FROM  SIOO.  TO  $100,000. 


SHARING    KjUKTLl    IS  CARING 


OinLLITfHLIVLn 

EDITED  BY  THOMAS  JAFFE 


Aged  chairman  strategy 

IT'S  a  sensitive  subject,  but  the  tact  is 
that  stocks  of  closely  held  companies 
often  jump  on  news  of  the  death  of 
their  founders.  Two  cases  in  point: 
Box  Energy  and  Park  Communica- 
tions. In  October  their  controlling 
shareholders — Roy  Park,  83,  and 
Cloyce  Box,  70 — both  died  and  t he- 
stocks  jumped,  probably  on  specula- 
tion that  the  firms  may  now  be  sold. 

Sometimes  it  can  pay  just  to  trade 
the  stock  of  a  company  with  an  aged 
controlling  shareholder  over  the 
short  term;  prices  can  gyrate  on  news 
of  the  boss'  health. 

Take  $1.4  billion  (sales)  Petrie 
Stores.  Recently  Chairman  Milton 
Petrie,  91,  was  hospitalized.  Petrie 
owns  60.5%  of  the  company's  46.8 
million  shares.  On  the  news,  the  stock 
ran  up  5%,  on  heavy  volume.  Since 
then  the  stock's  off  slightly,  to  a  re- 
cent 28%.  Note  that  Petrie  owns  14% 
of  Toys  "R"  Us,  a  stake  worth  nearly 
$35  per  Petrie  share.  So  the  market's 
valuing  Petrie's  business  at  less  than 
nothing.  Definitely  one  to  watch. 

Another  on  the  watch  list  is  $1.9 
billion  (sales)  Sequa  Corp.,  in  every- 
thing from  aerospace  to  specialty 
chemicals.  Chairman  Norman  Alex- 
ander, 79,  owns  30%  of  the  compa- 
ny's Class  A  stock  and  53%  of  its  Class 
B  shares.  Recent  price:  32%,  down 
from  nearly  90  in  1987.  Some  analysts 
speculate  Sequa  may  be  worth  as 
much  as  $60  a  share  in  a  breakup. 

Here  are  four  more  NYSE-listed 
companies  whose  leading  sharehold- 
ers are  all  over  70,  and  where  no  clear 
line  of  succession  has  been  set: 

FlijjbtSafety  International,  a  $278 
million  (sales)  provider  of  high-tech 
pilot-training  programs.  Chairman 
Albert  Ueltschi,  76,  owns  29%  of  the 
33.2  million  shares.  Recent  price:  34, 
almost  half  its  1990  high. 

Hi-Shear  Industries,  a  $106  million 
(sales)  manufacturer  of  products  for 
aerospace  and  defense.  Chairman  Da- 
vid Wingate,  72,  owns  23%  of  the  5.9 
million  shares.  Recent  price:  5,  down 
from  around  24  in  1988. 

Lawter  International,  a  $168  mil- 
lion (sales)  maker  of  resins  and  print- 
ing ink  additives.  Chairman  Daniel 
Terra,  82,  owns  21%  of  the  44.8 
million  shares.  Recent  price:  13%, 
near  its  alltime  high. 

Longview  Fibre,  a  $691  million 


(sales)  paper  company.  Descendants 
of  the  two  founding  families,  led  by 
Chairman  Richard  Wollenberg,  78, 
own  roughly  15%  of  the  52  million 
shares.  Recent  price:  17%,  down  from 
around  20  earlier  this  year. 

-T.J.  and  Alexandra  Alger 

Bergen  Brunswig 
begins  to  heal 

Remember  the  fierc  e  battle  that 
Bergen  Brunswig  Corp.  and  Cardinal 
Distribution  Inc.  waged  last  year  for 
fellow  pharmaceutical  distributor 
Durr-Fillauer  Medical  Inc.?  Bergen 
won.  The  price:  $484  million,  includ- 
ing long-term  debt  assumption. 

Ever  since,  $6.8  billion  (sales)  Ber- 
gen, based  in  Orange,  Calif,  has 
worked  hard  to  integrate  its  Mont 
gomery,  Ala. -based  acquisition.  But 
this  comes  at  a  time  when  margins  are 
being  squeezed  by  cutthroat  compe- 
tition and  the  weak  economy  in  Cali- 
fornia, which  accounts  for  about  30% 
of  Bergen's  sales. 

For  the  fiscal  year  ended  this  Au- 
gust, Bergen  earned  $1.40  a  share 
from  operations,  flat  with  last  year. 
But  note  that  those  results  exclude  68 
cents  a  share  of  nonrecurring  charges, 
most  of  which  came  from  a  $21  mil- 
lion aftertax  reserve  set  up  to  cover 
staff  reductions,  a  move  to  more  effi- 
cient warehouse  facilities,  and  the 
elimination  of  duplicate  operating 
systems  resulting  from  the  merger. 
Bergen  says  the  restructuring,  which 
it  expects  to  complete  within  18 
months,  will  cut  $20  million  off  costs. 

Analyst  Michael  Sgro  of  NatWest 
Securities  expects  Bergen  to  earn 
$1.55  a  share  in  the  fiscal  year  that 
began  Sept.  1.  With  its  35  million 
Amex- listed  shares  recently  selling  for 
15V2,  near  a  12-month  low,  Sgro  sees 
little  risk  at  ten  times  anticipated  earn- 


ings. He  predicts  Bergen  stock  v 
recover  to  22,  up  some  40%,  over  t 
next  year. 

Sleeper  in  Kalamazoo 

Mosi  BANK  STOCKS  have  been  b 
but  so  far  this  year  the  stock  of  $ 
billion  (assets)  First  of  America  Ba 
Corp.  has  been  stuck  in  the  mid-3 
to  low  40s.  Recent  NYSE  price:  38 
At  these  levels,  UBS  Securities  analy 
Michael  Mayo  and  Brent  Erensel  r. 
this  sleeper  a  strong  buy. 

Based  in  Kalamazoo,  Mich.,  FO/ 
the  holding  company  for  23  affili; 
banks  operating  over  570  branch  i 
rices,  mainly  in  Michigan  and  Illinc 
The  analysts  say  it's  the  most  rets 
oriented  bank  in  those  two  states.  A 
result,  FOA  has  a  leading  market  sh; 
in  many  small-town  markets  when 
faces  limited  competition.  FOA  a! 
sports  a  low-risk  loan  portfolio,  nea 
two-thirds  of  which  is  in  resident 
mortgages  or  consumer  credit. 

FOA  entered  mutual  funds  in  t 
mid- Eighties,  ahead  of  the  pack,  i 
though  H)A  is  only  the  nation's  35l 
largest  bank,  its  mutual  fund  ass< 
now  are  ranked  in  the  top  10.  It's  a! 
reaping  the  benefits  of  $50  milli 
invested  in  new  technology  over  t 
last  four  years,  something  that  is  he 
ing  to  keep  expenses  low. 

Mayo  and  Erensel  say  some  inv 
tors  have  been  turned  oft  by  fo. 
acquisition  of  Midwest  Financial  i 
1989)  and  Security  Bancorp  l 
1992),  both  of  which  were  expect 
to  be  dilutive  to  earnings,  long  ter 
But  Midwest,  they  say,  is  now  cc 
tributing  to  income,  and  Security  m 
be  close  to  neutral  next  year. 

The  UBS  analysts  expect  FOA  to  ea 
$4.15  a  share  this  vear,  up  46%  frc 
1992.  They're  looking  for  $4.75 
1994.  At  38  V2,  then,  FOA  is  trading  1 
a  cheap  8  times  next  year's  anticipat 
earnings,  and  about  1.6  times  boc 
Mayo  and  Erensel  expect  FOA  to  1 
48,  up  25%,  over  the  next  12  montl 
And  there's  an  attractive  4.2%  yield 
boot.  (There  are  57.1  million  share 

Freeport-McMoRan: 
two  views 

New  Orleans-based  Freepo 
McMoRan  Resource  Partners  (19( 
sales,  $877  million)  is  one  of  t 
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rgest  U.S.  producers  of  phosphate 
rtilizer.  It  also  mines  phosphate 
>ck  in  Florida  and  has  a  controlling 
iterest  in  a  major  Gulf  of  Mexico 
:serve  that  produces  sulfur,  oil  and 
itural  gas.  The  general  partner, 
reeport-McMoRan  Inc.,  owns  51%. 
imited  partners  own  frp's  50.5  mil- 
Dn  publicly  traded  units. 

The  units  entitle  the  limited  part- 
es to  a  minimum  anticipated  diste- 
ntion of  $2.40  a  year,  through  Dec. 
1,  1996,  after  which  the  dividend 
ill  no  longer  be  accrued.  (So  far,  the 
lyout  has  been  tax-free  return-of- 
ipital.)  But  with  heavy  startup  costs 
id  weak  fertilizer  prices,  the  partner- 
lip  had  been  borrowing  money  this 
:ar  to  pay  the  distribution.  Then,  in 
'ctober,  the  unit  holders  were  noti- 
;d  that  the  borrowing  would  stop, 
hey  were  assured  that  on  Nov.  15 
iey'11  receive  a  60-cent  distribution 
>r  the  current  quarter,  but  beyond 
lat  any  payouts  must  be  earned. 

The  price  of  the  units  got  clob- 
tred,  in  a  single  day  falling  20%. 
ecent  price:  17. 

The  general  partner  has  promised 
lit  holders  that  if  future  quarterly 
lyouts  do  fall  short  of  60  cents, 
onfalls  will  be  accrued  and  paid  out 
subsequent  quarters — if  earned, 
ihich  made  Streetwalker  wonder  if 
!e  units  now  deserve  a  second  look. 
I  Absolutely  not,  says  analyst  Charles 
bCastro  of  Donaldson  Lufkin  & 
nrette.  LoCastro  believes  that  even 
uder  the  best  of  circumstances,  frp's 
ish  flow  between  now  and  year-end 
'96  will  fall  well  short  of  what's 
eded  to  justify  a  continuing  $2.40 
-nual  payout.  After  that,  he  thinks 
inagement  will  have  to  slash  the 
iyout  in  half.  So  he  expects  the  units 
trade  down  to  12  over  time. 
But  there's  another,  more  optimis- 
I  opinion.  Rather  than  look  out  to 
96,  Oppenheimer  analyst  George 
ug  focuses  on  the  next  year  or  two. 
ug  expects  the  price  of  phosphate 
tilizer  to  average  about  $145  a  ton 
ring  that  time — a  level  at  which  he 
;  s  frp  can  support  paying  out  $2 .40 
ear.  Currently  the  price  is  $130  a 
l,  up  from  $110  three  months  ago. 
■Crug  thinks  frp  units  will  recover  to 
und  24,  if  capital  appreciates  40% 
:r  the  next  year.  For  speculative  in- 
tors,     the     units     merit  some 
:arch.     -Howard  Rudnitsky  h 


Alan,  what's  your 
favorite  liner 


The  one  my 
mother  hung 
her  wash  on, 


Alan  King 

Aging 
Comedian 


But  the  best  line  comes  from  a 
Pilot  pen.  Because  Pilot's  patented 
liquid  ink  pens  always  deliver  a 

smooth  flowing  line. 
Look  for  Pilot's  Precise,  VBall, 
Spotliter  Supreme  or  Varsity. 


Pilot  Pen  delivers  a  great  line! 


AIDS  is  nothing  to  laugh  about. 
That's  why  Pilot  Pen  donates  a 
portion  of  each  sale  to  AmFAR. 


PILOT) 
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OWN  YOU 
THE  COU 


7 


li.  .ft 


aeon,  cree 


offering  minimum  40  acre  ranches  smrTing  for  as  little  as 
We  provide  full  financing  and  buyer  protection.  If  you've  ever  dreanW^of  owning  your  own 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  v 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  I 
information  without  obligation, 


Call  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263. 
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The  more  things  change  . . ." 
^0  years  ago  in  Forbes 

pOM  the  issue  of  Nov.  24,  1923) 
With  the  election  of  a  Republican 
om  Vermont,  the  new  Senate  will  be 
amposed  of  51  Republicans,  43 
>emocrats  and  2  Farmer-Laborites. 
his  will  give  the  Republicans  a  ma- 
)rity  of  8  over  the  Democrats  and 
ply  6  over  the  Democrats  and  Farm- 
r-Laborites  combined." 

It  certainly  seems  to  be  a  reason - 
olc  conclusion  that  the  possible  max- 
num  for  automotive  [passenger 
irs]  cannot  exceed  one  to  ever)'  fam- 
y.  On  die  basis  of  the  present  popu- 
tion,  this  would  mean  a  registration 
f  about  25  million  cars,  compared 
ith  a  registration  of  1 1  million  pri- 
lte  passenger  cars  on  July  1,  1923.  It 
:ems  improbable  that  such  a  total 
ill  ever  be  reached." 

-Bank  auto  expert 

>0  years  ago 

"ROM  THE  ISSUE  OF  NOV  15,  1933) 

Because  of  the  misdeeds  of  Insull 
id  a  few  other  utility  executives, 
)me  politicians  and  others  think  they 
:e  opportunity  to  win  favor  by  at- 
tcking  utility  companies  regardless 
"justification — and  regardless  of  the 
timate  economic  consequences. 
Try  is  Washington  moving  heaven 
id  earth,  and  many  millions  of  tax- 
lyers'  money,  to  check  overproduc- 
m  of  agricultural  products,  yet  en- 
>uraging,  even  financing,  overpro- 
lction  of  utility  facilities?" 

0  years  ago 

rom  the  issue  of  Nov  15,  1943) 
Vlore  than  half  of  all  the  people 
ting  in  the  latest  comprehensive 
ill  condemn  the  wartime  behavior 


The  Burma  Road,  the  only  land  supply 
route  to  China  in  World  War  II. 


of  labor  unions.  Only  71/2%  feel  orga- 
nized labor  has  done  a  good  job.  On 
the  other  hand,  only  6V2%  are  con- 
vinced industry  has  not  done  a  good 
job.  No  fewer  than  53%  applaud  the 
achievements  of  our  farmers.  .  .  ." 

"Americans  like  the  food  business. 
According  to  a  recent  General  Foods 
Corp.  survey,  the  average  city  dweller 
contemplating  going  into  business 
for  himself  would  probably  choose: 
(1)  the  grocery  business;  (2)  a  restau- 
rant; (3)  a  drug  store." 

25  years  ago 

(From  the  issue  of  Nov.  15,  1968) 
"Ever  since  World  War  I,  Ford  has 
been  producing  small  tractors  for  small 
farms.  Worldwide,  it  has  been  second 
only  to  Massey-Ferguson  in  unit  sales 


of  wheel  tractors.  In  the  Midwest  and 
in  Canada,  small  tractors  long  ago 
became  a  dwindling  business.  Un- 
til recently,  however,  small  tractors 
dominated  the  business  in  the  South 
and  overseas.  And  that's  what  en- 
abled Ford  to  ignore  the  trend.  Now 
Ford  has  suddenly  realized  that  in  the 
South  and  overseas  the  growing  de- 
mand is  for  larger  tractors,  too." 

"I  diink  that  in  die  arts,  in  design,  in 
music,  in  literature,  in  everything  that 
goes  with  power,  a  civilization  can  have 
cultural  creativity  only  when  it  has  in- 
dustrial power.  Now  the  cultural  cre- 
ativity, too,  is  passing  to  the  U.S." 

-Jean- Jacques  Servan-Schreiber 

10  years  ago 

(From  the  issue  of  Nov.  21,1 983 ) 
"The  businesswoman  is  becoming 
an  ever  increasing  factor  in  air  travel. 
During  the  past  year,  women  account- 
ed for  27%  of  all  business  trips  by  plane, 
according  to  4,689  interviews  con- 
ducted by  the  Gallup  Organization  for 
the  Air  Transport  Association.  In  1979 
the  businesswoman's  share  of  air  trips 
was  18%  and  in  1977,  13%." 

"New-home  building  may  have 
dropped  from  more  than  2  million 
units  in  1978  to  just  over  1  million  last 
year,  but  those  figures  don't  tell  the 
whole  story.  The  Chicago- based  Real 
Estate  Research  Corp.  says  that  be- 
tween 1974  and  1981  more  than  1.6 
million  new  housing  units  were  creat- 
ed through  rehabilitation,  and  nearly 
500,000  such  units  are  coming  on  to 
the  market  each  year." 

"Exactly  a  decade  ago,  son  Bob  and  I 
were  freezing  in  the  waters  of  the 
Chesapeake  Bay  at  the  end  of  the  first 
transcontinental  hot-air  balloon 
flight.  On  that  last  day  high  winds 
were  blowing  us  straight  out  the 
Chesapeake's  wide  mouth  into  the 
Atlantic.  There  seemed  more  likeli- 
hood of  fishing  boats  and  prompt 
rescue  in  the  Bay,  so  down  we 
splashed.  In  21  days  of  flying  since 
taking  off  at  the  edge  of  the  Pacific  in 
Coos  Bay,  Ore.,  we'd  set  six  world 
records.  Though  all  those  records 
have  been  exceeded,  no  one's  made 
another  such  transcontinental  voyage 
since.  Nor  would  I  again." 

-Malcolm  Forbes  BH 


Early  Ford  trac- 
tor. Henry  Ford 
tinkered  with 
tractors — call- 
ing them  "farm 
locomotives"— 
as  far  back  as 
the  1880s. 
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The  more  I  move  among 
workers  and  factories  and 
other  plants,  the  stronger 
I  become  convinced  that  it 
is  advisable  to  have  as 
[a  company]  president  a 
practical  man,  preferably 
one  who  has  risen  from  the 
very  bottom  of  the  ladder. 
Workmen,  I  find,  have  far 
more  respect  for  such  men 
than  for  collar-and-cuff 
executives  knowing  little 
or  nothing  about  the  dif- 
ferent kinds  of  work  which 
have  to  be  done  by  the 
workers.  Wherever  circum- 
stances call  for  placing 
a  financier  or  lawyer  or 
a  papa's  son  at  the  head 
of  a  large  organization, 
he  should  be  made  chairman 
or  some  other  title,  but 
not  president. 


-B.C.  Forbes 


Never  ascribe  to  malice  what 
can  perfectly  well  be 
explained  by  stupidity. 

-Anonymous 

We  feel  in  one  world,  we 
think  and  name  in  another. 
Between  the  two  we  can  set 
up  a  system  of  references, 
but  we  cannot  fill  the  gap. 
-Marcel  Proust 

There  are  times  when 
parenthood  seems  nothing 
but  feeding  the  mouth 
that  bites  you. 
-Peter  De  Vries 

I  have  yet  to  find  the  man, 
however  exalted  his  station, 
who  did  not  do  better  work 
and  put  forth  greater  effort 
under  a  spirit  of  approval 
than  under  a  spirit  of 
criticism. 

-Steel  magnate  Charles  Schwab 


A  Text... 

Who  shall  abide  in  thy 
tabernacle?  Who  shall 
dwell  in  thy  holy  hill? 
He  that  walketh  uprightly, 
and  worketh  righteousness, 
and  speaketh  the  truth 
in  his  heart. 
-Psalms  15:1-2 


Sent  in  by  Tim  Jaqua,  Lake 
Junaluska,  N.C.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to 
senders  of  texts  used. 


He  that  passeth  by,  and 
meddleth  with  strife  not 
belonging  to  him,  is 
like  one  that  taketh  a 
dog  by  the  ears. 
Proverbs  26:17 

Quit  while  you're  ahead. 
All  the  best  gamblers  do. 

-Baltasar  Grecian 

Tennis  is  a  perfect 
combination  of  violent 
action  taking  place 
in  an  atmosphere  of 
total  tranquility. 
-Billie  Jean  King 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $69.50  ($27.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $27.50.  Send 
check  and  order  to:  Forbes  Books,  P.O.  Box  1 1234, 
Des  Moines,  IA  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 


Let  a  short  Act  of 
Parliament  be  passed, 
placing  all  the  street 
musicians  outside  the 
protection  of  the  law,  so 
that  any  citizen  may  assail 
with  stones,  sticks,  knives 
pistols  or  bombs  without 
incurring  any  penalties. 
-  George  Bernard  Shaw 

The  brain  is  a  mass  of  cranial 
nerve  tissue,  most  of  it  in 
mint  condition. 

-Robert  Hale 

Alligator:  The  crocodile 
of  America,  superior  in 
even'  detail  to  the 
crocodile  of  the  effete 
monarchies  of  the  Old 
World. 

-Ambrose  Bier(  e 

The  finger  of  God  never 
leaves  identical  fingerprints. 

-Stanislaus  Lec 

If  I  can  stop  one  heart  from 

breaking 
I  shall  not  live  in  vain. 
If  I  can  ease  one  life  from 

aching,  or  cool  one  pain, 
Or  help  one  fainting  robin 

into  his  nest  again, 
I  shall  not  live  in  vain. 
-Emily  Dickinson 

A  fool  is  his  own  informer. 

-Yiddish  proverb 

I  don't  think  suicide  is  so 
terrible.  Some  rainy  winter 
Sundays  when  there's  a  little 
boredom,  you  should  always 
earn'  a  gun.  Not  to  shoot 
yourself,  but  to  know 
exactly  that  you're  always 
making  a  choice. 
-Lina  Wertmuller 

Behind  almost  even  woman 
you  ever  heard  of  stands 
a  man  who  let  her  down. 

-Naomi  Bliven 
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GEORGIA:    /  finally  went  out  to  dinner  with  him 
last  ni^ht. 

JACKIE:   Just  the  two  of  you?  Where  did  you  go? 
GEORGIA:  Mario's. 

JACKIE:    Mario's?  The  food  is  terrihle. 

GEORGIA:    /  didn't  notice.  I  don't  really  even  know  what  I  ate. 
JACKIE:  Really? 

GEORGIA:     You  should  have  seen  him.  He  was  so  sweet. 
He  spilled  his  wine  all  over  my  dress. 
JACKIE:  Adorahle. 

GEORGIA:    ri  n  dth  en  when  he  reac  hed  over  to  give  me  his  napkin, 
he  k  not  led  over  his  water  vlass. 
JACKIE:    Hil  arious . 

GEORGIA:     Well,  it  was.   We  cou  Idn'  t  stop  lautyhin^. 

We  just  had  to  get  out  of  there.   W^e  laughed  all  the  way  hack  to  my  place 

JACKIE:     Your  place? 

GEORGIA:     Well,  I  was  soaked.  And  besides  .. . 
JACKIE:  Besides. 

GEORGIA:    Did  you  ever  notice  how  good  he  smells? 
JACKIE:    Frankly,  no. 

GEORGIA:    He  wears  the  most  wonderful  cologm 
JACKIE:    Dare  I  ask  what  it  is? 
GEORGIA:     Well,  it  comes  in  a  box  with  dots. 
JACKIE:  Dots? 
GEORGIA:  Dots. 

JACKIE:    So.  Now  we're  back  at  your  place.. 
GEORGIA:    Jackie,  how's  your  mother? 
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Dear  FY  I, 

Two  broke  legs  can  cause  real 
grief  even  if  they  ain't  yours.  When 
me  and  Reback  heard  about  Solong 
Goodnight's  fractures — it  was  not  an 
accident — we  went  on  down  to  the 
hospital  to  see  our  good  neighbor. 
He  was  all  folded  up  in  one  of  them 
hospital  beds  with  lots  of  plaster  and 
such  on  his  hind  legs. 

"It  was  my  fault,"  said  Solong, 
"I  forgot  to  put  the  raisins  in 
Gus's  oatmeal." 

We  nods.  The  Gus  in  question  is 
a  big  black  mule  with  a  white  nose 
who  suffers  from  high  self-esteem 
and  who  requires  big  plump  raisins 
in  his  morning  oatmeal,  or  else.  Gus 
woulda  been  dogmeat  long  since  but 
for  our  deep  respect  for  his  intelli- 
gence and  powerful  personality. 
Dozens  of  cowboys  has  matched 
wits  with  Gus  over  the  years,  only  to 
be  utterly  bumfoozled.  Moment  one 
of  us  wins,  he's  history,  but  fair's  fair. 

"You  remember  the  time  we  took 
Gus  on  up  to  the  Calgary  Stam- 
pede?" says  Solong.  Solong  looked 
fond  at  the  memory,  as  well  as 
he  could  considering  he  was  bust 
and  stuck. 

What  Gus  liked  best  was  a 
whole  lot  of  folks  applauding  him, 
so  like  a  politician  he  was  most 
fond  of  parades. 

They  got  a  big  one  there,  of 
course,  and  whilst  we  was  all  getting 
on  our  best  duds  to  ride  in  it,  over  in 
the  high-rise  hotel,  Gus  was  cor- 
ralled up  with  the  rest  of  the  stock 
we'd  brung  up,  peevishly  contem- 
plating all  that  applause  he  wouldn't 
get.  He  sulked.  He  got  mad.  Then 
he  managed — this  is  not  possible — 
to  pull  the  cotter  key  out  of  the  lock 
on  the  gate,  slip  out  of  the  corral, 
soon  followed  by  all  the  rest,  and 
hide  out  in  a  narrow  alley  along  the 
parade  route  whilst  the  rest  of  the 
stock  went  shopping.  Up  in  the  hotel 
we  oiled  and  preened  and  heard 
sirens  and  thought  nothing  of  it. 
Come  parade  time,  of  course,  we  dis- 
covered we  was  horseless,  added 
things  up,  and  said  bad  things  about 
Gus.  Off  went  us  in  our  trucks,  look- 
ing and  cursing. 


The  parade  took  off  without  us.  I 
wasn't  there  to  see  what  happened,  but 
enough  witnesses  later  told  us, 
between  losing  their  breath  to  laughter. 

The  big  marching  band  come 
right  behind  the  marshals,  with  a  tall 
guy  out  in  front  in  a  fake  polar  bear 
fur  hat  three  feet  tall,  waving  a  six- 
foot  long  double  crowned  staff.  He 
passed  the  dark  alley.  Gus  tiptoed 
out.  Gus  sneaked  up  behind  him, 
took  a  chunk  outa  his  butt  with  them 
big  mule  teeth  of  his,  picked  up  the 
staff  and  marched  on  with  the  thing 
in  his  mouth,  swinging  his  head  in 
time  to  the  music. 

We  had  a  laugh  over  it. 

"And  I  have  to  ask  a  favor  of  you 
boys,"  Solong  goes  on.  We  was 
expecting  it.  We  clenched  some  of 
our  various  parts. 

"I  got  the  one  last  party  of 
hunters  coming  in  on  Sunday,"  says 
Solong,  looking  hard  at  his  casts  and 
tractions,  "and  since  I  am  in  the  same 
shape  as  the  present  Administration, 
I  gotta  ask  you  boys  to  take  'em." 


Coyote  Jack 


We  both  winces  and  shivers  and 
then  puts  on  the  cheerful. 

"Ah,  hell,"  says  Reback,  "Solong, 
yer  better  off  than  Clinton.  At  least 
we  can  still  see  your  head." 

We  nods  and  departs,  cursing 
blackly.  Though  it  is  deeply  painful 
to  admit,  them  animal-rights  twits 
who  portrays  big-game  hunters  as  a 
passel  of  obnoxious  bloodthirsty 
imbecile  pigs  are  right  more  often 
than  not. 

And  good  people  like  Solong 
Goodnight  get  forced  into  taking 
these  horn  hunters  'cause  often  the 
money  from  the  fall  season  is  what 
keeps  their  little  ranch  going. 

So  come  Sunday  I  drives  the 
Goodnight  Ranch's  stretch  limo — 
bought  old  from  the  school  district 
for  a  couple  hundred — down  to  the 
Billings  airport.  Our  dudes  arrives  in 
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What  Gus  liked  best  was  a  whole  lot  of folks  applauding  him,  so  like  a  politician 

he  was  most  fond  of  parades. 


a  spangly  corporate  jet,  and  I  loads 
them  and  their  gear  into  the  bus 
and  lurch  off.  What  with  the  steer- 
ing so  loose  and  the  back  road  I  took 
so  long  and  winding  I  had  me  a  load 
of  surging  baggage  and  barfing 
drunks  back  there.  I  told  myself  I'd 
have  these  boys  on  the  trail  'fore 
daylight  looking  and  feeling  their 
best.  Count  upon  it. 

Over  an  excellent  supper  provid- 
ed by  Mrs.  Goodnight,  Reback  and 
me  offers  up  our  best  lies,  yups,  and 
nopes,  and  we  note  that  three  of  our 
four  horn  hunters  wear  the  Magnum 
Kiss.  This  is  a  circle  of  white  scar  tis- 
sue on  the  bone  below  the  right  eye. 
On  the  principle  that  more  is  better, 
these  fellers  purchase  Magnum 
rifles,  which  shells  have  far  more 
powder  in  them  than  the  common 
sort.  This  makes  the  gun  kick  hard- 
er. The  Magnum  Kiss  is  the  record 
of  where  the  scope  slammed  into  the 
shooter's  face,  cutting  to  the  bone. 

"Ya  know,"  growled  Reback  as 
we  turned  in,  "These  guys  is  making 
me  think  more  kindly  of  the  Men's 
Movement.  'Least  they  stick  to 
spears,  tom-toms,  and  lousy  poetry." 

In  the  dead  of  night  we  rolled  out 
and  got  the  pack  train  together.  I 
cooked  up  Gus's  oatmeal,  threw  in  a 
couple  pounds  of  raisins,  and  then 


the  malevolent  bastard  allowed  his- 
self  to  be  loaded.  Gus  is  a  natural 
leader,  you  see,  and  if  he  was  con- 
tent with  his  lot  he  would  lead  the 
horses  and  mules  up  on  to  the  line 
camp  a  lot  better  than  we  could. 

"Here,"  I  says,  giving  him  a 
handful  of  Bull  Durham  tobacco, 
"Peace."  He  chawed  whilst  Reback 
and  me  got  the  rest  of  the  train 
together.  We  rolled  the  hunters  out 
at  dawn,  frost  all  over,  and  they 
climbed  aboard  their  mounts  queasi- 
ly and  away  we 
went  up  the  trail. 
Gus  set  a  good 
pace  and  there 
was  little  for  me 
and  Reback  to  do 
but  follow  along. 

Hunting  is 
generally  best  late 
in  the  season, 
'cause  the  snows 
drive  the  game 
down,  but  then 
the  days  are  com- 
ing on  short,  too. 
It  was  damned 
cold  when  we  got 
to  camp,  three 
thousand  feet 
higher  and  the 
clouds  was  gray 


and  smelled  of  snow. 
We  offloaded  while 
our  dudes  traded  lies 
and  drank.  They  com- 
plained loud  when 
Reback  collected  all 
the  artillery  and  locked 
it  in  a  trunk  built  spe- 
cial for  that  purpose 
before  he  would 
unlock  the  trunk  the 
hooch  was  in. 

"Lissen,"  says 
Reback  to  the  loudest 
one,  "Give  me  a  little 
more  goddamn 
backchat  and  yer 
gonna  be  spoonin' 
your  caviar  backhand 
the  rest  of  your  days." 

"He  means  it,"  I 
said,  helpful-like.  He 
did  mean  it.  So  the 
dudes  went  in  the  main  wall  tent  and 
we  was  some  time  setting  up  the  camp 
and  checking  the  stock,  which  we  hob- 
bled and  turned  loose  to  graze. 

The  moon  rose  up,  gibbously. 
Couple  of  the  dudes  come  on  out  to 
drain  their  tanks.  I  was  piling  fire- 
wood. I  looked  out  at  the  big  grassy 
meadow  where  the  stock  was  graz- 
ing. And  there  was  the  biggest  bull 
elk  I  have  ever  seen.  Nine  points 
on  one  side  and  ten  on  the  other. 
He  was  so  big  I'd  have  thought 


Though  it  is  deeply  painful  to  admit,  them 
animal-rights  twits  who  portrays  big-game  hunters 
as  a  passel  of  obnoxious  bloodthirsty  imbecile 
pigs  are  right  more  often  than  not. 
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The  Montblanc  Document  Marker 
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The  new  Meisterstiick  Document  Marker  is  the  elegant  and  sophisticated  way  to 
emphasize  the  things  important  to  you.  It's  also  the  perfect  complement  to  any  Montblanc  Meisterstiick 
writing  instrument.  Experience  it  for  yourself,  along  with  the  other  new  additions 
to  the  Montblanc  Collection,  only  at  a  Montblanc  Authorized  Retailer.  Because  now  that  your 
priorities  have  changed,  it's  only  fitting  that  your  document  marker  change,  too. 


MONT 
BLANC 
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THE   ART  OF  WRITING 


blGDmingdole's 

For  more  information  call  800-995-4810 


There  was  the  biggest  bull  elk  I  have  ever  seen...He  was  so  big  I'd 
thought  him  a  moose  but  for  the  shape  of  his  antlers. 


him  a  moose  but  for  the  shape  of 
the  antlers. 

The  dudes  saw  him,  too,  or 
maybe  several  of  him,  and  they  start- 
ed hollering  for  their  rifles  and  pretty 
soon  all  four  of  them  was  laying  siege 
to  me  and  Reback,  babbling  with 
bloodlust.  The  elk  lifted  his  huge 
head  and  pawed  the  earth  once  and 
headed  south  toward  the  long  blue 
ridge  that  marks  the  border  of  Yel- 
lowstone Park. 

"It's  past  legal  shootin'  hours  and 
he's  headed  for  the  Park,"  says 
Reback.  The  four  kind  of  crowded 
around  the  gun  case  and  one  of  them 
commenced  in  hacking  at  the  lock 
with  a  camp  axe,  screaming  "Get  the 
blood  bags!  Get  the  blood  bags!" 

One  of  his  chums  rushed  off  to 
the  wall  tent  and  he  come  back  with 
some  plastic  bags  they  filled  with 
water  and  began  to  knead,  the  bags 
turned  bright  red  like  new  blood. 

Oh,  how  nice,  I  thinks,  they  now 
go  into  the  Park  squirting  this  phony 
blood  here  and  there  so  they  can 
claim  they  was  just  a-chasing  a 
wounded  animal  and  happened  to 
come  over  the  Park  borders. 

They  grabbed  up  their  guns  and 


off  they  went.  Reback  and  me 
watched  them  go. 

"Ya  hear  these  stories,"  says 
Reback,  "but  I  never  really  did 
believe  it  till  now.  Ain't  it  a  hard 
thing  to  have  a  bad  name  given  to 
something  that  you  love?" 

We  stood  there,  shaking  our 
heads. 

"Look,"  I  says,  "I  got  a  plan. 
What  we  do,  see,  is  cook  up  Gus's 
oatmeal — without  raisins — saddle 
up,  put  the  pot  in  front  of  him,  whilst 
he's  tied  up  so  good  it'll  take  him 
half  an  hour  to  get  loose,  and  head 
down.  Let  nature,  or  at  least  Gus, 
take  his  course." 

There  was  alotta  gunfire  off  to 
the  south.  One  of  the  dudes  had  an 
assault  rifle  case  anything  got  fed  up 
and  charged. 

Reback  went  over  and  haltered 
Gus  the  Mule  and  hung  rope  and 
hobbles  on  him,  connecting  any- 
thing that  stuck  out,  and  finally 
necked  Gus  up  to  a  stout  tree.  I 
boiled  up  the  oatmeal  and  set  it  in 
the  little  crick  to  cool.  I  reflected  and 
added  a  bottle  of  Tabasco,  to  perk 
Gus  up.  Then  I  hauled  the  sack  of 
raisins  to  the  big  wall  tent  and  emp- 


tied it  in  the  middle  of 
the  floor,  and  piled 
their  gear  on  top. 

We  beat  leather,  for 
sure.  The  weather  was 
mean,  lumps  of  ice 
thumped  down  on  our 
hats.  We  got  about  five 
miles  away  and  paused 
and  cocked  an  ear  for  the 
thunder  of  vengeful 
hooves.  I  could  about  see 
where  the  camp  was 
behind  the  timber,  and 
something  bright 
orange — a  pack  or 
coat — flew  high  and 
straight  up.  There  wasn't 
a  sound  out  but  a  coyote 
singing  to  the  moon. 

We  got  to  the 
ranch  about  four  in 
the  morning.  Mrs. 
Goodnight  was  up, 
making  biscuits. 
She  fed  us  breakfast 

and  waited. 

"We  had  to  resign,"  I  said.  "The 
dudes  are  squirting  phony  blood 
around  so  they  can  claim  they  shot 
the  elk  outside." 

"Why,  land's  sakes,"  she  says, 
"Solong  will  be  so  happy  to  hear 
that.  They  broke  our  contract,  so  we 
keep  the  money.  I'll  go  and  call 
the  Rangers." 

The  weather  was  really  coming 
on  nasty  time  we  went  outside.  Gus 
the  Mule  and  the  stock  showed  up  in 
the  late  afternoon.  Gus  was,  so  help 
me,  grinning. 

The  Search  &  Rescue  folks  went 
up  and  come  down,  without  finding 
more  than  the  camp,  which  was  in 
rags  and  pieces. 

You  remember  that  Ice  Age  feller 
weathered  out  of  the  glacier  in 
Switzerland  not  too  long  back?  Well, 
I  suppose  our  horn  hunters  will 
greatly  resemble  him  when  they  are 
found,  if  anybody  cares  to. 

I  bought  ten  bags  of  Bull  Durham 
for  Gus  the  Mule,  and  a  whole  big 
box  of  raisins.  S8 

Coyote  Jack  writes  novels  and  such 
under  the  name  of  "Peter  Bowen. " 
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In  160 years,  we  haven't 
lost  a  second. 
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Baume  &  Mercier 

GENEVE 

MAiTRES  HORLOGERS  DEPUIS  1830 


(enlarged) 


Stainless  steel  and  18  karat  gold.  Screwback  case 
and  screwdown  crown  assure  water-resistance  to  99  feet. 


SHREVE  &  CO. 

SAN  FRANCISCO  S  JEWELER  SINCE  1852 

POST  &  GRANT,  SAN  FRANCISCO,  (415)  421-2600 
STANFORD  SHOPPING  CENTER,  PALO  ALTO 
BROADWAY  PLAZA  WALNUT  CREEK 
(800)  5  SHREVE 


The  camera  for  those  who  look  at  this  picture  and  think,  "Gosh,  how'd 
they  open  up  the  shadows  without  blowing  out  the  highlights?" 


When  staring  into  the  mouth  of  a 
10  ft.  grizzly  bear,  you  tend  to  think 
about  life.  Limbs.  And  how  handy  legs 
are.  Not  the  fill-flash  ratio  needed  to 
expose  teeth  about  to  rip  your  leg  off. 

Nikon  created  the  N90  specifically 
for  complicated  situations  like  this. 
When  you  have  no  time  to  think.  A 
brown  bear  on  brown  earth,  about  to 
mangle  a  brown  shoe.  So  instead  of 
overexposing  this  picture  like  other 
cameras  might,  the  N90"  works  for 


you,  properly  analyzing  the  situation  determine  the  bear's  reflectance.  And 

and  delivering  an  accurate  exposure.  then  provides  the  precise  amount  of 

Here's  how  it  does  it.  The  3D  Matrix  fill-flash  needed  to  lighten  the  bear's 

Meter  divides  the  scene  into  eight  dark  brown  fur,  without  overexposing 

segments.  It  measures  the  brightness  his  slightly  yellow  teeth, 
in  each  one  of  the  segments  and  then         The  N90  can  give  you  near-perfect 

compares  them  for  contrast.  D-type  exposures  when  other  cameras  would 

lenses  incorporate  the  subject's  distance  be  fooled.  Or,  for  that  matter,  eaten, 
which  allows  the  N90  to  calculate  the        Professionals  trust  the  N90.  So  you 

proper  ambient  light  exposure.  can  too.  Because  it  works  just  as  well 

The  SB-25  Speedlight  fires  a  rapid  on  children  eating  ice  cream  as  it  does 

series  of  imperceptible  pre-flashes  to  on  bears  eating  people. 
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The  N90  System 


Nikon 

We  take  the  worlds 
greatest  pictures: 


See  the  Nikon  N90 .1/  mthoratd  dealtr 


1  it,,*  mmbot  Nikon  A««  Link  Syj 


Greetings  again  from  Gizmo. 
DOCTOR  Gizmo,  if  you  please, 
investigator  extraordinary  into 
affairs  gadgetary,  gewgawkish  and 
geo-positional. 

I  lave  you  heard  about  CD-ROMs? 
Probably.  They  are  shiny  little  com- 
puter disks  that  hold  a  wagonload  of 
information.  The  entire  contents  of 
the  Library  Of  Congress,  for  instance, 
would  fit  on  a  disk  the  size  of  a  Big- 
foot  pizza.  Maybe.  Because  I  have 
been  asked  to  purchase  an  encyclope- 
dia for  the  knowledge-hungry  grand- 
Gizmojds,  I  decided  to  check  out  the 
latest  digital  offerings. 

I  have  played?  scrolled?  flipped 
through?  CD-ROM  encyclopedias: 
Encarta  and  Compton's.  They  arc- 
superb;  even  the  world-weary,  jaded 
Gizmo  was  carried  away.  If  you  will 
indulge  me  in  a  burst  of  youthful 
slang — these  products  are  boss, 
strictly  gear-fab. 

Encarta  is  made  by  Microsoft, 
the  company  founded  by  the 
mega-jillionaire,  Bill  Gates.  Much 
of  the  text  comes  from  Funk  & 
WagnalTs — not  regarded  as  one  of 
the  nation's  premier  encyclope- 
dias— but  text  accounts  for  only 
10%  o f  t h e  information  in  this 


Dr. 


The  Barking  Dog  Alarm — from  an  early 
design  by  the  Bauwauhaus,  perheppsf 


m u I timedia  extra  vaganza. 

For  instance,  the  entry  on  quan- 
tum mechanics  has  a  lecture  excerpt 
from  the  colorful  if  somewhat 
overexposed  Richard  Feynman,  and 
illustrates  a  separate  description  of  the 
Two-Slit  Interference  Pattern  with  a 
marvelous  color  photo.  (I  have  spoken 
to  the  publishers  about  the  omission 
of  my  own  work,  an  oversight  they 
promise  to  correct  in  future  versions.) 

The  Compton's  product,  which  is 
intended  for  use  by  a  slightly 
younger  audience,  has  a  fabulous 
sound  and  video  library.  It  includes 
twitterings  from  Vladimir  Lenin,  live 
rattlesnakes,  and  even  a  brief  clip 
of  a  kamikaze  plane  en  route  to  its 
final  destination.  If  you  look  up  Walt 
Whitman,  you  can  read  and  hear  an 
excerpt  from 
"Song  Of  Myself." 
If  you  look  up 
Beethoven,  you 
will  hear  parr  of 
the  Egmont  Over- 
ture. I  hear  the 
Compton's  video 
"Bacteria  in  Motion"  is  a  shoo-in  for 
an  Oscar  nomination  this  year.  I,  for 
one,  plan  to  vote  for  it. 

Neither  of  these  products  is  hard 
to  use.  If  you  do  any 
work  on  a  computer 
screen,  you  can  browse 
freely  through  both 
encyclopedias.  Cost- 
wise,  they  are  a  good 
I  deal  and  getting  better. 
These  days  you  pay 
about  $500  to  upgrade  a 
computer  for  CD- 
ROMs,  but  soon  most 
computers  will  be  ready- 
made  to  use  them. 

GIZMO  RA  TING:  4 
of  4.  Encarta  '94  will 
cost  only  $00  and  is  even 
av  ailable  free  with  some 
computer  purchases. 
Compton's  now  costs 
$305,  though  some 
retailers  sell  it  for  a  lot 
less.  Both  are  widely 
available,  both  at  com- 
puter specialty  stores, 
and  Vo/Jts-servme.  mass 
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Gizmo 


If  it  doesn't 
interfere  with  air 
traffic  control, 
or  retail  for  at 
least  ten  times 

what  they're 
paying  overseas 
labor  to  manu- 
facture the 
thing,  it  just 
isn't  a  gizmo 
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I'll  always  remember  that 
face.  The  smile  bordering  on 
a  tear.  Silence  as powerful 

HE  ryes  as  lively  as  tne^t 
mond  I  nervously  sRpped 
on  her -finger  And  now 
that  we  have  come  so  far 
together,  perhaps  now  is  the 
moment  to  celebrate  that  love, 
once  again,  with  a  diamond 
as  exceptional  as  our  love. 


Exceptional  woman. 
Exertional  diamond. 


/  Vhile each  diamond  is  unique, 
imond  of  two  carats,  or  more, 
rticularly  rare.  Fewer  than  one 
ent  of  American  women  will  ever 
ish  one.  If  you  are  considering  an 
yrtant  diamond  gift for  your  wife, 
his  ring  featuring  a  brilliantly 
05-carat  center  stone,  learn 
•t  cut,  clarity,  color  and  carat 
hi.  Known  as  the  4&'s,  they  are 
guide  to  a  diamonds  quality 
>alue. 

The  Fire  Within. 
i  a  diamond  is  cut  to  proper 
jrtions,  light  is  reflected  from  one 
to  another  and  dispersed  through 
p  of the stone. 

'ty.  Nature  s  Fingerprint. 
diamonds  contain  tiny,  natural 
narks  called  "inclusions"  The 
'  and  smaller  the  inclusions,  the 
>ey  interfere  with  the  passage 
k 

:  Like  Spring  Water: 
onds  boast  an  infinite  range  of 
.  The  totally  colorless  diamond, 
>er,  allows  white  light  to  pass 
?h  it  effortlessly,  dispersed  as 
7ws  of color. 

r  Weight.  Carob  Tree. 
ord  "carat" originated from 
tree  seeds.  Diamonds  were 
bnally  weighted  against  these 
trail  one  carat  was  standardized 
-fifth  of  a  gram, 

-800-241-9444. 
eyour  complimentary  brochure 


merchandisers,  like  Wal 
Mart  and  Sears. 

Do  YOU  REMEMBER  THE  i 

old  days,  when  people 
felt  secure  in  their  own 
homes?  Ah,  ordnung... To 
ensure  your  domestic  tranquility 
in  today's  world,  you  need  to  hire 
armed  guards,  or  pay  for 
costly  burglar  alarms  that 
go  off  at  some  faraway 
headquarters,  where  a 
minimum-  wage  drone 
may  or  may  not  bother  to 
inform  your  local  con- 
stabulary. Me,  I  prefer  dogs,  prefer- 
ably a  link-fenced  kennel  bulging 
with  hungry,  snarling  rottweilers.  Or 
perhaps  the  $25  Barking  Dog  Alarm, 
from  Teiko. 

Shaped  like  an  overgrown  pad- 
lock and  powered  by  a  9-volt  bat- 
tery, this  vibration-sensitive  alarm 
hangs  over  any  door  handle  in  your 
home.  If  an  intruder  jiggles  the  han- 
dle or  even  treads  nearby,  this 
device  emits  either  a  high-pitched 
siren  wail,  or  a  loud,  computer-syn- 
thesized bark. 

Like  some  dogs,  this  alarm  proves 
to  be  a  tad  excitable.  Sometimes  mere 
room  noise  sets  the  computerized 
hunden  a-baying.  However,  extremism 
in  defense  of  private  property  is  no 
vice  in  my  book.  If  we  can  have  dog 


Starving  feedback:  the 
Phone  Phantom  (here 
magnified  5x)  kills  the 
answering  machine 
when  you  pick  up. 


alarms,  why  not  20- 
decibel  Arnold  Schwarz- 
eneggers booming:  "Ve  vill 
rejoice  in  the  lamentations 
of  your  vimmen!"  That 
would  head  the  burglars  off 
pretty  quickly. 
GIZMO  RATING:  3  of  4. 
Available  for  $24.95  from  The 
Lifestyle  Fascination 
catalog.  800-669-0987. 
American  Kennel  Club 
pedigree  not  included. 


"Since  your  Clock  is  of  Alien 
origin,"  write  the  manufacturers 
of  this  exotic  timepiece... 


Yes,  it  is  true,  as  an 
alert  reader  has  noticed, 
that  I  am  fascinated  by  alternative 
timepieces.  My  all-time  favorite 
was  the  fabulous,  Berlin-made 
Set  Theory  Clock,  gushingly  chroni- 
cled in  this  space  last  year.  Now 
a  young  entrepreneur  in  Los  Ange- 
les is  selling  a  similar  product  called 
the  Alien  Clock.  Gizmo  says — 
how  timely! 

I  love  it.  It  looks  strange, 
strange  enough  to  have  found  a 
place  on  the  set  of  a  major  TV  sci-fi 
show,  no  less.  Using  small,  multi- 
colored lights,  it  tells  time  in  an 
easy-to-understand  color  code.  If 
you  wish,  it  will  flash  a  random, 
"alien"  time  sequence  at  the  push 
of  a  button,  all  the  while  keeping 
track  of  the  actual  time,  right  here 
on  our  little  blue  planet. 

The  manufacturer  informs  us 
that  "since  your  Clock  is  of  Alien 
origin  it  is  especially  sensitive  to 
sharp,  earthly  objects  and  H?0." 
The  little  dears;  they  don't  realize 
that  we  earthlings  lost  our  sense  of 
humor  back  when  Fred  Allen  went 
off  the  air. 

GIZMO  RATING:  4  of  4.  The 
ideal  Christmas  gift  for  your  Venu- 
sian  in-laws!  Call  the  manufacturer 
at  818-837-7559  or  beam  your  fax 
into  deep  Californian  space:  818- 
837-7609.  Cost:  120  earth  dollars. 

So  I  LIKE  KINKY  CLOCKS.  WHAT  ARE  MY 

pet  hates?  Losing  a  prestigious  inter- 
national award  to  an  unqualified 
rival,  like  the  garrulous  Feynman, 
certainly.  But  next  on  my  list  is  arriv- 
ing at  the  phone  just  after  the 


HAMISH 

NOT 

SQUEAMISH 


IT 


has  often  _^»*  ^been  remarked 
that  devotees  of  The  Macallan  Malt 
Whisky  nurture  an  almost  mystical 
belief  in  the  'water  of  life'  qualities  of 
their  favourite  dram.  But  seldom  has  it 
found  such  expression  as  in  the  follow- 
ing true  anecdote  kindly  related  to  us 
by  Mr  C.  Wemyss  of  Ravenhead,  Notts. 

'My  friend  Hamish,  at  a  pre- 
Christmas  party  in  my  garden,  found 
a  fly  had  landed  in  his  glass,  and 
drowned.  "Don't  worry,  Hamish," 
said  I.  "Have  another  Macallan  in  a 
clean  glass."  "I  shall  do  nothing  of  the 
sort,"  he  replied,  removing  the  tiny 
creature  from  his  glass  and  sipping 
the  sherry-gold  elixir. 

"The  Macallan  never  hurt  a  fly,  and 
nor  does  a  fly  hurt  The  Macallan!" 
Ten  minutes  later  indeed  the  insect 
stirred  and  flew  off. 

"There  you  are,"  said  Hamish  tri- 
umphantly. "And  now  you  can  give 
me  a  gnat's  more."  ' 

THE  MACALLAN. 
THE  SINGLE  MALT 
SCOTCH. 


Sole  U.S.A.  Distributor.  Reray Amerique,  Inc.. 
NY.  NY  Scotch  Whisky  86  Proof .43",  Alc./Vol.  ©  1983 


answering  ma- 
chine has  picked 
up.  There  you  are 
screaming  over  the 
tape,  listening  to  your 
silly  message  ("Dr.  Gizmo 
is  unavailable  to  take 
your     call     at  this 
time. ..If  you  would  like 
to  hear  taped  lecture 
excerpts,  please  dial  1-900 
H  E  A  R  -  G  I  Z  . 
while  your  inter- 
locutor wonders: 
why  am  I  calling 
this  dolt? 

The  teeny 
Phone  Phantom 
solves  the  con- 
versationus  inter- 
rupt in  problem 
by  switching  off 
the  answering 
machine  when 
you  pick  up  any 
phone  in  the 
house.  In  addi- 
t  i  o  n  ,  P  h 

Phantom  eliminates 
T  e  1  e  c  o  m  m  unications 
Headache  Number  65:  if 
someone  accidentally  picks 
up  a  Phantom'ed  phone 
while  a  fax  or  modem  is  on 
the  line,  the  transmission 
won't  be  disturbed. 

GIZMO  RATING:  4  of  4.  It's 
small,  it's  cheap,  it  works.  Phone 
Phantom,  $14.95,  from  the  Her- 
rington  catalog,  800-622-5221. 

Do  YOU  E V E R  GET  COLD  FEET?  No, 

not  figuratively  cold  feet,  I  mean 
really  cold  feet,  as  if  you've  been 
retreating  from  Moscow  for  three 
months  in  the  winter — THAT 
kind  of  cold  feet.  Gizmo  has  the 
remedy:  Microwaveable  slippers. 

They're  called  LavaBooties. 
Snugly  engineered  from  "man- 
made  sheepskin,"  these  slippers 
have  a  small  p  ouch  under  the 
tongue — and  right  on  top  of  your 
foot — that  holds  a  microwaveable 
heating  element.  You  pop  the 
little  satchel  in  the  nuke  for  one 
minute,  and  the  bagful  of  super- 


These  Booties 
aren't  made 
for  walkin ' 
(Microwaveable 
LavaBooties) 


secret  sludge  supposedly  radiates 
heat  for  six  hours.  I  put  them  on 
the  other  night,  and  they  kept  me 
warm  through  one  entire  public 
television  broadcast.  That's  the 
functional  equivalent  of  six  hours, 
I'm  sure  you'll  agree. 

GIZMO  RATING:  4  of  4.  Avail- 
able for  $39.95  from  SelfCare  cata- 
log (800-345-3371),  which  also 
offers  a  seat  cushion  called 
LavaBuns  for  $29.95.  Five  minutes 
in  the  nuke,  eight  hours  at  the  sta- 
dium. A  must  for  next  month's  curl- 
ing championships  at  Glacier  Bay. 

An  revoir,  auf wiedersehen ,  and 
goodbye,  meine  kleine  chickadees. 
Remember:  if  it  doesn't  interfere 
with  air  traffic  control,  or  retail  for 
at  least  ten  times  what  they're  pay- 
ing overseas  labor  to  manufacture 
the  thing,  it  just  isn't  a  gizmo.  35 
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After  a  long  love  affair  with  meat, 
people  are  beginning  to  appreciate 
the  liquid  part  of  the  planet  again. 
We're  putting  more  and  more  of  our 
finned  friends  into  our  gullet — an 
average  15  pounds  per  person  annu- 
ally. Sport-fishing  is  also  on  a  tear 
that  would  make  Papa  Hemingway 
smile,  from  the  winsome  arcs  of 
hand-tied  Coachmen  to  a  whining 
reel  tethered  to  a  diving  sailfish.  Our 
newly-found,  watery  ways  are  a  good 
thing,  too:  the  sea's  bounty  is  a  great 
way  to  get  a  low-fat  diet  of  protein 
and  oils  that  appears  to  be  good  for 
your  heart.  And  Lord  knows,  getting 
out  of  the  house  and  back  to  nature 
can  be  a  balm  for  the  soul. 

The  problem  is,  Neptune  seems 
to  be  getting  a  wee  bit  fed  up  with 
Homo  sapiens — and  is  plotting  to  get 
even.  It's  hard  to  argue  that  we  don't 
deserve  it.  After  all,  the  sea  was  the 
womb  of  life  itself,  spawning  the  first 


Second  Opinion 


Neptune's 
Revenge:  the 
poison  in 
poisson 


By  William  F.  Allman 


snippets  of  molecular  biology  bil- 
lions of  years  ago,  nurturing  life's 
progression  over  the  eons  from  one- 
celled  animals  to  fish,  land-crawlers 
and,  eventually,  us.  The  waters' 
bounty  sustained  our  ancient  ances- 
tors and  nurtured  the  nascent  civi- 
lizations springing  up  along  the 
shores  millennia  ago.  And  what  have 
we  given  it  in  return?  Oil  slicks,  foul 
effluents,  barges  of  medical  waste, 
nuclear  fallout  and  the  depleted  pop- 
ulations of  its  denizens. 

Neptune's  revenge  isn't  in  the 
form  of  rising  sea  levels  swamping 
billions  of  dollars  worth  of  shorefront 
estates — though,  depending  on 
whom  you  talk  to,  this  might  indeed 
happen  someday  as  a  result  of  global 
warming.  No,  the  various  forms  of 
vengeance  being  served  up  these 
days  is  far  more  insidious,  lurking 
within  the  pearly  confines  of  an  oys- 
ter shell  or  a  tender,  white-fleshed 
fillet.  None  of  this  sea-borne  punish- 


ment is  particularly  widespread  or 
fatal.  But  it  can  hit  literally  below  the 
belt,  temporarily  taking  a  big  bite  out 
of  one's  elan.  For  those  contemplat- 
ing a  sojourn  down  to  southern 
waters  this  winter  or  simply  staying 
at  home,  pretending  you  are  there, 
here  is  a  field  guide  to  a  few  Scythian 
rocks  to  steer  clear  of: 

Ciguatera  poisoning:  After  a 
recent  Caribbean  cruise,  several 
members  of  the  party  returned  home 
to  a  suite  of  complaints  such  as  itchy 
skin,  numbness  in  the  fingers, 
reversed  sensations  of  hot  and  cold, 
and  overall  malaise.  They  were  ready 
to  dismiss  their  symptoms  as  some 
sort  of  flu  bug  until  a  friend  in  the 
know  suggested  they  had  been  laid 
low  by  eating  fish  tainted  with  a  poi- 
son called  ciguatera.  Though  known 
about  for  years  in  tropical  climes 
such  as  the  South  Pacific  and  the 
Caribbean,  where  the  local  reef  fish 
sometimes  carry 
the  poison,  cig- 
uatera is  relatively 
unheard  of  in  the 
States,  even  a- 
mong  physicians. 
With  people  eat- 
ing more  and 
more  fish,  however,  and  the  boom  in 
air  travel,  ciguatera  is  becoming  more 
widespread.  Thanks  to  the  wonders 
of  the  jet  age,  the  toxin  has  a  chance 
of  appearing  in  reef  fish  imported  to 
the  local  surf  'n'  turf  in  Illinois  or 
Vermont,  not  just  on  some  fancy 
yacht  in  the  Virgin  Islands.  In  fact, 
ciguatera  is  now  the  most  common 
form  of  non-bacterial  food  poisoning 
in  the  United  States,  though  most 
cases  are  concentrated  in  the  Virgin 
Islands,  Hawaii,  and  Florida. 

The  toxin  that  causes  ciguatera  is 
produced  by  a  tiny  reef  organism 
that  lives  among  the  coral  in  tropical 
waters.  As  little  fish  eat  these  tiny 
organisms  and  the  big  fish  eat  the  lit- 
tle fish,  the  poison  moves  up  the 
food  chain  and  becomes  more  and 
more  concentrated.  Since  carnivo- 
rous fish  such  as  barracuda,  grouper, 
amberjack,  snapper,  and  sea  bass  are 
the  top  guns  of  the  reef,  they  are 
most  likely  to  be  packing  a  wallop  of 
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A    Very    B  ritish  Welcome 


the  poison.  The  damn  of  it  is,  there 
isn't  much  one  can  do  about  it.  The 
toxin  is  odorless,  colorless,  tasteless, 
and  doesn't  break  down  with  cook- 
ing or  freezing.  Treatment  for  the 
disease  is,  tor  the  most  part,  "sup- 
portive," which,  in  the  understated 
argot  of  medical  practice,  means  that 
they  can't  do  a  damn  thing  about 
it  either,  except  to  try  to  make  you 
feel  more  comfortable.  Most  of  the 
time  the  symptoms  are  mild  and  last 
only  a  few  weeks. 
Hut  some  cases 
have  been  known  to 
b  e  m  ore  severe, 
persist  for  months 
and  even  recur. 

Recently,  physi- 
cians have  reported 
that  severe  cases  of 
ciguatera  poisoning 
can  be  alleviated  by 
an  intravenous  dose 
of  a  drug  known  as 
mannitol.  Mannitol 
appears  to  work 
only  if  given  soon 
after  the  initial  poi- 
soning, however, 
and  is  not  effective 
against  chronic 
cases.  It  also  carries 
its  own  risk  of  caus- 
ing dehydration, 
not  the  thing  you 
want  if  you  are  hav- 
ing trouble  keeping 
food  down  in  the 
first  place. 

If  a  man  must 
have  his  grouper, 
therefore,  he  is 
forced  to  play  the 
odds.  Fortunately,  the  odds  are  very 
much  in  one's  favor.  Though  there 
are  no  concrete  figures,  it  is  clear  that 
the  toxin  is  quite  rare — the  estimat- 
ed incidence  of  ciguatera  poisoning 
in  Miami  is  1  per  2,000  people,  and 
they  cat  a  lot  of  reef  fish  down  there 
(less  so  now,  since  barracuda  has 
been  banned  because  of  the  risk  of 
ciguatera).  A  recent  National  Acade- 
my of  Science  study  put  the  reported 
number  of  annual  cases  at  fewer  than 
100  nationwide,  though  other  stud- 


ies suggest  that  in  the  South  Pacific, 
at  least,  as  many  as  70%  of  the 
natives  have  been  stricken  at  one 
time  or  another.  Some  researchers 
argue  that — you  guessed  it — the 
increase  in  human  activity  and  pollu- 
tion on  coral  reefs  worldwide  may  be 
causing  an  increase  in  growth  of  the 
offending  organism,  so  we  can 
expect  more.  According  to  the  U.S. 
Food  and  Drug  Administration,  the 
biggest  ciguatera  risk  comes  from 


Neptune  seems  to  be  getting  a  wee  bit  fed  up  with 
Homo  sapiens — and  is  plotting  to  get  even. 


small-scale  and  recreational  fishing. 
Natives  of  reef  areas  often  claim  to 
know  which  part  of  the  ocean  har- 
bor ciguatera-laden  fish  and  which 
do  not.  But  the  claims  are  not  all 
that  reliable,  and  a  less-than- 
scrupulous  captain  of  a  fishing  boat 
may  in  fact  take  clients  to  such  reefs 
precisely  because  they  ate  little 
fished  by  commercial  boats,  and  so 
are  more  likely  to  produce  a  catch 
for  his  patrons. 

There  are  various  folk  practices 


that  supposedly  test  for  the  toxin, 
such  as  sealing  a  fish  in  a  plastic  bag 
along  with  an  onion  and  watching  for 
the  vegetable's  discoloration,  or 
as  one  native  reported,  testing  the 
fish  by  first  "feeding  it  to  his  moth- 
er-in-law." None  of  these  nostrums 
have  proven  effective,  however.  The 
best  rule  of  thumb  is  that  the  bigger 
the  fish,  the  bigger  the  potential  for 
poisoning.  As  the  locals  put  it,  "If  it's 
longer  than  your  arm,  it  can  do  you 
harm."  Grouper 
and  red  snapper 
under  five  pounds 
are  generally  con- 
sidered safe  — 
though,  in  a  restau- 
rant or  fish  market, 
it's  hard  to  tell  how 
big  a  fish  your  fillet 
was  once  part  of. 
Fortunately,  help  is 
on  the  way:  the 
FDA  says  it  is  close 
to  producing  a  test 
for  the  presence  of 
the  toxin,  and  may 
have  something 
available  within  a 
few  years.  Until 
then,  however, 
lovers  of  grouper, 
snapper  and  sea 
bass,  especially  in 
the  sunny  South, 
are  playing  an  ever- 
so-slight  game  of 
piscatorial  roulette. 

Oysters:  There 
was  a  time  when 
having  the  world  as 
your  oyster  was  a 
sign  of  good  for- 
tune. Given  the  state  of  the  world 
these  days,  this  perhaps  is  not  all  that 
it's  cracked  up  to  be.  Oysters  are  like 
the  bag  on  a  vacuum  cleaner:  they 
pump  the  ocean's  bottom  water 
through  their  biological  plumbing, 
along  the  way  collecting  much  of 
whatever  might  be  lurking  in  there. 
Raw  shellfish  have  a  venerable  lega- 
cy of  harboring — rarely — Hepatitis 
A,  which  is  linked  to  human  pollu- 
tion, as  well  as  a  quartet  of  nasty  tox- 
ins known  to  cause  paralysis,  amne- 
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Maybe  this  is  the  year  you 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's ' Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LT1  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 

Chevrolet  Corvette 


>od  on  it. 


:  ia,  stomach  distress  or  nervous  dis- 
orders, which  appear  to  be  connect- 
ed with  blooms  of  red  tide.  In  a  way, 
these  hazards  produce  a  felicitous 
side  effect,  because  concerns  about 
the  safety  of  oysters  and  other  shell- 
fish have  been  one  reason  the  gov- 
ernment keeps  a  very  wary  eye  on 
the  condition  of  the  ocean  waters. 
Indeed,  the  waters  in  which  shell- 
fish are  raised  are  cleaner  than  those 
acceptable  for  swimming. 

Unfortunately,  having  clean 
waters  hasn't  kept  Neptune  from 
concocting  a  bit  more  troubles  to 
slake  his  thirst  for  vengeance. 
According  to  a  recent 
report  from  the  Centers 
for  Disease  Control  and 
Prevention,  a  naturally 
occurring,  unfriendly  bac- 
teria known  as  Vibro  vul- 
nificus occasionally  calls 
oysters  its  home,  particu- 
larly in  the  kind  of  cleaner 
waters  where  shellfish  are 
harvested.  For  healthy 
folks,  ingestion  of  an 
oyster  laced  with  this 
microorganism  typically 
causes  nothing  more  than 
a  bout  of  intestinal  dis- 
tress. But  for  people  with 
liver  ailments  or  de- 
pressed immune  systems, 
the  infection  can  be  fatal. 
According  to  the  CDC,  72 
people  in  Florida  con- 
tracted the  infection  from  oysters 
between  1981  and  1992;  of  the  35 
people  who  died  from  it,  30  had  pre- 
existing medical  problems. 

Several  states,  including  Califor- 
nia and  Louisiana,  now  require  that  a 
sign  is  posted  where  raw  shellfish  are 
served,  warning  those  in  bad  health 
of  the  possible  dangers.  Of  course,  as 
the  numbers  suggest,  for  most  peo- 
ple, contracting  this  disease  is  on  par 
with  winning  the  Florida  state  lot- 
tery. Floridians  typically  eat  10  mil- 
lion raw  oysters  pulled  from  the 
state's  waterways  annually,  and  con- 
sume millions  more  imported  from 
other  states.  The  CDC  calculates 
that  the  risk  of  infection  in  ordinary 
healthy  people  is  less  than  one  in  a 


million.  Still,  for  those  who  are 
queasy,  there  is  an  easy,  bacteria- 
killing  solution  around  this  problem: 
heat.  Oysters  Rockefeller,  anyone? 

Foul  Fishmoncerinc:  The 
increase  in  seafood  consumption 
nationwide  has  opened  up  new 
opportunities  for  merchants  to  offer 
up  something  a  bit  fishy.  A  recent 
study  of  1 13  fresh  fish  samples  from 
sellers  in  Chicago  and  New  York 
City  by  Consumer's  Union,  for 
instance,  found  that  nearly  30%  of 
the  fish  for  sale  was  spoiled,  9%  was 
on  the  verge  of  decay,  and  31%  was 
mislabeled,  typically  upgrading  a 


In  a  way,  these  hazards  produce 
a  felicitous  side  effect,  because 
concerns  about  the  safety  of  oysters 
and  other  shellfish  have  been  one 
reason  the  government  keeps  a 
very  wary  eye  on  the  condition  of  the 
ocean  waters.  Indeed,  the  waters  in 
which  shellfish  are  raised  are  cleaner 
than  those  acceptable  for  swimming. 


lowly  salmon,  for  instance,  to  "Nor- 
wegian" salmon — a  non-existent 
species.  Though  the  sampling  in 
the  study  was  admittedly  skewed, 
the  consumer  advocacy  group's 
advice  to  get  to  know  your  fishmon- 
ger makes  good  sense.  The  FDA  is 
intending  to  follow  that  advice  as 
well:  they  recently  announced  plans 
to  overhaul  their  seafood  inspection 
system,  which  currently  is  far  less 
stringent  than  that  used  for  poultry 
or  beef  producers. 

All  this  may  be  enough  to  make 


many  fish  from  streams  and  lakes  are 
tainted  with  PCBs,  mercury,  DDT, 
and  other  cancer-causing  pesticides. 
Many  states  already  carry  warnings 
to  local  fishermen  not  to  eat  the 
catch  of  the  day.  In  Pennsylvania,  for 
instance,  anglers  now  receive  a  list  of 
tainted  waters  along  with  their  fish- 
ing licenses.  And  Papa's  old  man  in 
the  sea  would  be  disappointed  by 
the  news  that  an  FDA  study  found 
that  20%  of  the  shark  and  swordfish 
they  tested  over  the  past  decade 
contained  levels  of  mercury  above 
federal  standards. 

If  all  this  brings  a  quickening  of 
the  pulse  at  the  local  fish 
store  or  the  back  of  a  day- 
sailer,  it  is  perhaps  best  to 
remember  that  never  in  the 
history  of  the  human 
species  has  getting  food 
been  entirely  risk-free. 
Modern-day  meals  sure 
beat  the  heck  out  of  going 
one-on-one  with  a  mas- 
todon for  dinner,  and  in 
most  cases,  the  risk  might 
be  considered  worth  the 
pleasure:,  after  all,  more 
than  3,000  Japanese  have 
died  over  the  past  century 
eating  puffer  fish,  or  fugu, 
whose  delicate  but  highly 
toxic  corpus  must  be  pre- 
pared by  a  licensed  chef 
who  has  undergone  training 
on  how  to  prepare  and  cook 
the  fish.  And  for  those  who  think 
that  they  can  find  refuge  from  Nep- 
tune's revenge  by  opting  for  a  cou- 
ple of  burgers  on  the  grill,  be 
advised:  last  summer,  the  Depart- 
ment of  Agriculture  unveiled  new 
regulations  requiring  that  raw  beef 
and  chicken  carry  warning  labels.  It 
turns  out  that  these  foods,  too,  have 
the  potential  to  harbor  harmful  bac- 
teria, and  that  improper  handling 
and  undercooking  might  lead  to  a 
bout  of  what  might  be  called 
"Bessie's  revenge."  BS 


you  want  to  go  out  and  catch  your 
own,  but  this  too,  has  its  pitfalls.  A 
recent  study  of  freshwater  streams 
by  the  Environmental  Protection 
Agency  found  that  across  the  nation, 


William  F.  Allman  is  a  science  writer 
living  in  Washington,  D.C.  He  is 
currently  rethinking  his  recipe  for 
bouillabaisse. 
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Come  visit  us  some  day  in  Lynchburg.  (It's  especially  pretty  right  now 


LEAVES  ARE  FALLING  ON  ANOTHER  YEAR  here 
Tennessee,  home  of  Jack  Daniel's  Tennessee  Whiskey. 

We've  been  busier  than  ever  this  year  making  Jack  Daniel' 
for  friends  all  over  the  world.  And,  so  say  our  barrelmen, 
the  pace  won't  slacken  till  Christmas.  But  no  matter  how 
much  whiskey  we  take  from  the  barrel,  we  can  promise 
you  this:  every  drop  is  aged  and  mellowed  to  the  oldtime 
rareness  you  like.  Just  as  it  was  last  year  here  in 
Lynchburg.  And  every  day  of  every  year  since  1866. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 

Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  Natumal  Register  oj  Historic  Places  by  the  United  States  Government 


Self-winding  "MARINE"  watch,  water-resistant,  individually  numbered. 
In  tribute  to  A.-L.  Breguet's  appointment  as  "Horloger  de  la  Marine  Royale"  in  1815. 


cellini 

personality     in     every  piece 
Cellini  at  The  Waldorf  Astoria.  301  Park  Ave.,  New  York,  NY  10022.  212-751-9824. 
Cellini  on  Madison.  509  Madison  Ave.  at  53rd  St.,  New  York,  NY  10022.  212-888-0505. 
To  order  or  for  further  information,  please  call  800-255-3310. 


Aspen:  So  sorry  invitations  from 
Lee  Iacocca,  Cher,  Anne  Bass  and 
Martina  never  materialized.  You  still 
want  to  go  to  Aspen,  you  say? 

Now  there's  a  hotel  that  can 
accommodate  the  chi-chi  ski  crowd 
in  their  usual  style.  The  Ritz-Carlton 
Aspen,  open  only  since  December 
1992,  is  a  far  cry  from  the  Jerome 
Hotel,  the  Little  Nell  and  by-the- 
hour-looking  motels  that  populate 
this  society  skiing  Valhalla. 

From  this  six-story  red  brick  hotel 
snuggled  into  the  western  edge  of 
Aspea  Mountain,  the  gondola  to  the 
summit  is  only  a  three-minute  walk, 
even  in  buckled  ski  boots.  Or  hop 
the  Ritz-Carlton  shuttle  to  nearby 
Aspen  Highlands,  Tiehack  (a.k.a. 
Buttermilk)  and  Snowmass  ski  areas. 

This  is  luxurious  living:  full  gym 
and  spa  facilities  (including  Swedish, 
Shiatsu  and  sports  massages),  a 
sophisticated  yet  hearty  menu  at  the 
Terrace  Restaurant,  and  an  exceedingly 
polite  and  formal  staff.  There's  also 
an  impressive  collection  of  paintings 
by  naturalist  Russell  Chatham  and 
cowboy  water- 
colorist  William 
Matthews,  and 
A.B.  Frost  and 
Currier  &  Ives 
prints. 

From  Novem- 
ber 22  to  Decem- 
ber 19,  the  Ritz-Carlton  Aspen  is 
offering  a  steal  on  early  season  ski- 
ing: a  room  valued  at  $330  plus  two 


your  boards.  Hearty  sandwiches  and 
an  open  bar  in  the  cozy  Club 
Lounge.  A  flute  of  Champage  to 
drink  in  a  bubble  bath.  Or  sitting  by 
the  fire  with  a  Scotch  and  smoked 
trout.  It's  $700  the  first  night,  $640 
each  additional  night,  and  includes 
two  lift  tickets,  two  turtlenecks,  hot 
water  bottles  in  your  bed,  and  morn- 
ing chats  with  an  Aspen  ski  instruc- 
tor. (800-241-3333  or  303-920-3300.) 

— Allison  Moir 

Paris:  Some  hotels  are  legends, 
and  The  Ritz  in  Paris  is  one.  We 
could  go  on  and  on  about  why, but 
superlatives  would  soon  choke  our 
word  processor,  so  for  this  paean  let 
us  cut  to  the  heart  of  the  matter,  or 
namely  the  heart  of  an  artichoke, 
here  layered  with  French  pate.  Prop- 
er French  name:  Milk  Feuilles  de  Foie 
Gras  de  Canard,  Coeur  d'Articliauds  et 
Gele'e  an  Porto. 

We  encountered  this  ambrosial 
delicacy  one  sweet,  late  spring 
evening  dining  in  the  al fresco  court- 
yard of  the  hotel's  Espadon  Restau- 
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The  new  Ritz-Carlton,  Aspen 


lift  tickets  for  $190  per  night. 

Got  the  urge  for  an  Aspen-style 
splurge?  One  price  gives  you  the  run 
of  the  place:  a  healthy  muesli-and- 
muffin  breakfast  before  slapping  on 


rant.  Accompanied  by  a  lightly 
chilled  sancerre  rose,  it  delivers  the 
promise  of  a  first  kiss.  In  the  round- 
ed shape  of  an  inverted 
Champagne  glass,  the  two 
buttery  textures  are  sur- 
rounded by  cubed  bits  of 
port  wine  gelee,  all  rich  and 
meant  to  be  consumed  in 
small  bites.  Our  palate  is 
electrified,  and  the  overall 
effect  is  to  push  up  by  a 
few  notches  our  Gallic  stan- 
dards of  sublime. 

My  wife  and  I  then  drift- 
ed slowly  into  a  perfect 
Paris  night,  giddy  in  the  City  Of 
Light,  as  the  stars  arrived. 

(Hotel  Ritz:  15,  Place  Vendome, 
75001  Paris.  011-33-1-42-60-38-30.) 

— Bob  Laidlaw 


Peak  experiences 
in  Aspen... 

beguiling  palates 
in  Paris... 
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Wordsworth,  Whymper,  Frost, 
Hillary.  Man  has  always  been  drawn 
to  the  virgin  outdoors,  to  the  moun- 
tains and  the  hills  for  the  challenge. 
For  the  simple  physical  act  of  hiking. 
For  the  clear-headedness  of  thought. 
For  the  invigorating  air. 

But  William  Wordsworth  never 
opened  his  backpack  to  find  a  lunch 
of  bulgur  wheat  salad,  cucumber  eru- 
dite and  low-fat  lemon  cookies  as  he 
wandered  the  English  Lake  District. 
Edward  Whymper  never  soaked  in 
an  outdoor  Jacuzzi  as  he  became  the 
first  to  climb  the  Matterhorn  in  1865. 
Poor  Sir  Edmund  never  melted  into 
the  strong  and  gentle  hands  of  a  mas- 
sage therapist  after  a  hard  day  on 
Everest.  And  can  you  imagine 
crotchety  old  Robert  Frost  lounging 
in  a  fluffy  white  bathrobe  as  he- 
penned  his  robust  New  England 
verse? 

These  men,  you  see,  didn't  have 
the  sense  to  hike  with  MountainFit. 

Conceived  six  years  ago  in  Utah's 
Zion  National  Park  by  a  New  York 
film  producer  who  wanted  to  com- 
bine some  of  the  amenities  of  a  spa 
vacation  with  a  hiking  vacation, 
MountainFit  now  takes  a  maximum 
of  14  guests  hiking  through  some  of 
the  country's  most  beautiful  moun- 
tain terrain.  Five-day  "hiking  and  fit- 
ness adventures,"  as  MountainFit 
vacations  are  called,  are  offered  near- 
ly year-round  and  rotate  seasonally 
among  such  glorious  settings  as  the 
Arizona  desert,  the  Haleakala  Crater 
in  Maui  and  Joshua  Tree,  California. 

That's  how  our  group  of  12  found 
ourselves  in  the  Cascade  Mountains 
of  Washington  State  earlier  this  year 
while  the  springtime  wildflowers  were 
in  the  brilliance  of  full  bloom.  We  had 
just  climbed  through  alpine  meadows 
bursting  with  yellow  arrow  leaf  balsam 
root,  through  pine  forests,  and  over 
logs  and  trees  felled  by  a  forest  fire  25 
years  before.  For  all  of  us,  this  was 
cheap  therapy;  for  three  hours  we 
were  basically  alone  with  our 
thoughts,  plodding — step  by  step  by 
thigh-busting  step — to  the  magnifi- 
cent peak  of  Wedge  Mountain. 

Atop  Wedge,  as  we  looked  across 
a  valley  to  the  Enchantment  Range, 
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the  essence  of  poet  William  Blake's 
little  verse — 

Great  things  are  done  when  men  and 
mountains  meet 

This  is  not  done  by  jostling  in  the 
street — 

was  as  clear  as  the  two  ice-blue 
glacial  lakes  shimmering  in  the 
spring-green  valley  below. 

The  goal  of  MountainFit  is  bliss- 
fully basic:  enjoy  the  pleasures  of 
hiking  without  the  pains  of  camping. 
No  sleeping  bags,  no  tents,  no 
freeze-dried  food.  No  two-day  solos 
to  toughen  your  inner  child.  No 
touchy-feely  encounters  with  people 
you'll  never  see  again. 

See  that  mountain?  Go  climb  it,  is 
the  prevailing  attitude  at  Mountain- 
Fit.  In  a  group,  with  your  spouse,  by 
yourself.  At  a  fast,  fat- 
burning  clip  or  at  a  slow 
stroll.  Then  baste  your 
weary  toes,  heels,  calves, 
thighs,  hamstrings,  but- 
tocks in  an  outdoor  Jacuzzi 
before  an  hour-long  san- 
dalwood oil  massage. 

Beyond  the  massage,  though,  you 
won't  find  the  usual  trappings  of  spa 
life — no  gleaming  Nautilus  equip- 
ment or  attendants  escorting  you 
mummified  and  zombie-like  from 
aromatherapy  to  mud  treatment. 
(The  two  massages  included  in  the 
basic  trip  price  were  indulgent 
enough  for  this  shy  and  ticklish  New 
Englander.) 

The  only  event  that  vaguely 
resembles  a  frou-frou  spa  happening 
is  the  morning  stretch.  As  guide 
Diane  led  us  through  a  series  of  basic 
exercises,  we  slowly  woke  up  as  the 
birds  chirped,  as  the  morning  dew 
shook  off  the  field  grass.  For  me,  a 
veteran  of  every  New  York  fitness 
fad  from  Funk  Aerobics  to  Body 
Sculpting,  the  stretches  were  famil- 
iar, designed  to  lengthen  cramped, 
tight  muscles  and  loosen  them  up  for 
another  tough  day's  hike. 

For  Neal,  a  civil  engineer  in  his 
60s,  however,  this  novice  contortion- 
ism  was  tough  to  take  at  dawn.  He 
seemed  baffled  by  straddle  stretches 
and  hurdle  stretches,  by  talk  of  hip 
flexors,  gluteus  medius  and  gluteus 


MountainFit 9  s 
formula  for 
staying  fit: 
take  a  hike! 


By  Allison  Moir 


FYI 


FORBES  35 


maximus.  But  after  a  few  days,  even 
he  grudgingly  admitted  to  the  quiet, 
feline  pleasures  of  limbering  up. 

Foot  Patrol — an  intimate 
encounter  between  a  guide  and  your 
blisters — followed.  I  had  disregarded 
MountainFit's  four-paragraph  "Ode 
To  Good  Hiking  Boots"  on  the 
equipment  list,  and  by  Mile  K  I 
knew,  from  the  hot  spots  on  my  toes 
to  my  rubbed-raw  heels,  why  well- 
worn  boots  were  very  strongly  sug- 
gested. The  result?  I'm  the  proud 
record-holder  for  the  largest  and 


runoff,  through  meadows  verdant 
with  wildflowers,  through  snow  drifts 
seeping  into  the  land.  We  hiked  up 
the  gentle  slope  "Ridge  Run," 
behind  the  Mountain  Home  Lodge 
where  we  stayed;  through  the  green 
tube  of  spring  vegetation  and  up  5,200 
feet  to  the  soaring  peak  of  French 
Ridge;  up  6,000  feet  to  the  burned- 
out  peak  of  Wedge  Mountain  and 
glorious  views  of  the  Enchantment 
Range;  along  the  turquoise  Lake 
Chelan;  behind  a  cowboy  named 
Ray  and  his  horse  Earl  through 


Trail  Mix: 
miles  by  day,  massages 
by  night. 

fastest-developed  blisters.  As 
others  ate  breakfasts  of  low- 
fat  granola,  non-fat  yogurt  and  fresh 
fruit,  I  was  having  donuts.  "Donuts" 
cut  from  moleskin  and  2nd  Skin,  a 
wondrous,  sticky,  protective  film 
made  of  96%  water,  put  on  by  the 
guides  to  protect  my  tender  feet. 

Not  that  that  hindered  me  in 
putting  some  serious  mileage  on  my 
new  boots.  Two  weeks  after  I 
returned  home,  I  received  a  "report 
card"  from  MountainFit  listing  the 
hikes  and  the  miles  trod  each  day. 
GRAND  TOTAL:  44  miles  in  four 
days  on  the  trail,  in  sun,  in  rain,  in 
wind,  along  rivers  rushing  with 
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Devil's  Gulch.  Forty-four  intensely 
varied  miles  later,  I  felt  a  keen  sense 
of  well-being  that  only  glorious 
views,  physical  exhaustion  and 
extremely  clean  living  can  provide. 

MountainFit  is  a  small  enough — 
and  new  enough — company  that 
glitches  still  occur.  During  my  week, 
the  proper  permits  for  hiking  in  the 
Cascade  National  Forest  hadn't  been 
secured,  and  hikes  were  planned  and 
thrown  together  at  the  last  minute. 
The  inexperience  showed. 

I  also  beg  to  differ  with  Mountain- 
Fit's  definition  of  "gourmet  spa  cui- 


sine." I  understand  that  the  regular 
chef  could  not  be  in  the  Cascade 
Mountains  during  the  week  I  was 
there.  I  am  also  sympathetic  to  the 
fact  that  the  stand-in  chef  had  to 
teach  herself  a  crash  course  in  no-fat 
cooking  by  quickly  cribbing  recipes 
from  Cooking  Light  magazine.  But  I 
had  been  looking  forward  to  "spa" 
food,  to  tasty  salsas  and  dips,  flavorful 
grilled  fish  and  meats,  convincingly 
sweet  desserts  and  cookies.  I 
assumed  I  would  learn  how  to  incor- 
porate more  low-fat  cooking  into  my 
own  diet.  But  what 
we  ate  each  night  was 
uninspired,  uninter- 
esting "diet"  food.  I 
knew  I  would  never 
sop  up  a  hearty  boeuf 
bourguignon  or  a  four- 
alarm  chili  con  carne 
with  a  crusty  sour- 
dough baguette  at  a 
spa.  Still,  plain  grilled 
salmon  on  top  of  over- 
cooked angel  hair, 
bland  steamed  green 
beans  with  a  lonely 
lemon  wedge  fol- 
lowed by  a  pear  over- 
poached  in  cinnamon 
were  generally  disap- 
pointing after  a  day 
of  hiking. 

Nor  do  under  pre- 
pared meals  like 
these  encourage  bois- 
terous, light-hearted 
conversation.  Over 
dinner  each  night  I 
learned  haunting  food 
factoids  that  have  followed  me  to 
every  bowl  of  bar  snacks  and  every 
cup  of  coffee  I  have  faced  since. 
Statistic:  seven  almonds  equal 
your  entire  fat  intake  for  one  day. 
Statistic:  one  tablespoon  of  sugar 
has  18  calories. 

"No,  no,  no,  that's  a  teaspoon" 
piped  in  a  perky  Californian.  "Eigh- 
teen calories  a  teaspoon  of  sugar." 

"My  God,"  I  looked  over  at  her, 
amazed.  "Do  you  really  live  like  this?" 

Well,  yes,  she  did,  and  looked 
great  for  it.  If  you  don't  need  to  be 
neurotic  about  your  caloric  intake, 
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Introducing  Allen-Edmonds  lifestyles™  casual  shoes.  Not  just  the  most  comfortable  4  11 

<\llen-Edmonds  ever  made,  the  most  comfortable  shoes  ever  made.  They  j[\  jS^Xl 


can  be  recrafted,  like  all  our  shoes.  Available  in  B,  D,  and  EEE  widths. 
Try  on  the  only  casual  shoes  that  live  up  to  our  name.  1-800-235-2348. (aw) 


Mode    In    Port  VgitlM 


the  legend 
lives  on  -  in  the 
Reverso  "Grande 
Taille". 

Our  master- 
watchmakers 
never  rest 
on  their  laurels. 
Neither  on  our 

160-YEAR 

tradition  of  mak- 
ing the  finest 
mechanical  move- 
ments, nor  on 
the  fame  of  the 
reverso's  revers- 
ible case.  which 
has  now  been 
made  for  more 
than  60  years  in 
the  consistent 
purity  of  the  art 
deco  style.  the 
larger  reverso 
"Grande  Taille" 
already  possesses 
all  the  necessary 
qualities  to 
become  a  high- 
value  collector's 

WATCH. 


REVERSO. 
AVANT-GARDE  SINCE  1931. 


«Jaeger-leCoultrt> 


an  ingeniously 
simple  mechanism 
allows  the  case 
of  the  reverso 
"Grande  Taille" 
to  be  turned  over 
and  reversed, 
when  engraved 
with  your  mono- 
gram, the  reverso 
reveals  with 
exquisite  style 
that  it  is  the  only 
watch  with  two 

FACES. 


FOR  MORE  INFORMATION  ABOUT  WATCHES  FROM  JAEGER-LECOULTRE.  OR  FOR  YOUR  FREE 
COPY  OF  OUR  COMPLETE  CATALOGUE.  CONTAINING  MORE  THAN  200  PAGES  WITH 
DETAILED  INFORMATION   ABOUT  JAEGER-LECOULTRES  HISTORY  AND   PRODUCTS.  CONTACT: 

JAEGER-LECOULTRE.  P.O.  BOX  I6O8.  WINCHESTER.  VA  22604.  TELEPHONE  (800)  JLOTIME 
DE  BOULLE.  5550  PRESTON  RD  .  DALLAS.  TX  (214)  522-2400  •  BETTERIDGE  |EWELERS.  117  GREENWICH  AVE  . 
GREENWICH,  CT  (203)  869-0124  •  MAYORS.  OMNI  MALL  MIAMI.  FL  (305)  358-3800  •  TRADITIONAL  JEWELERS. 
FASHION  ISLAND.  NEWPORT  BEACH.  CA  (714)  721-9010  •  WEMPE  JEWELRY.  700  FIFTH  AVENUE.  NEW  YORK.  NY 
(212)  397-9000  •  PARIS  1925.  1 954  UNION  ST  .  SAN  FRANCISCO.  CA  (41  5)  567- 1925  •  CARROLL  S  FINE  JEWELRY.  1427 
4TH.  AVE  SEATTLE,  WA  (206)  622-91 9 1  •  EDWARD  E  AYRE.  1 050 CONNECTICUT  AVE..  WASHINGTON,  D.C.  (202)  628-3232 


there  is  plenty  to  eat  at  Mountain- 
Fit.  It  all  depends,  of  course,  on 
how  much  you  can  carry  on  your 
back.  You  can  always  pack  peanut 
butter  on  homemade  whole-wheat 
bread;  and  down  in  the  ticky- 
tacky  Bavarian  town  of  Leaven- 
worth, Wash.,  where  the  merchants 
actually  disport  themselves  in 
lederhosen,  you  can  sneak  into  the 
local  brewery  for  an  amber  or  a 
lager.  Call  it  carbo-loading. 

A  word  of  warning:  a  Mountain- 
Fit  vacation  is  not  for  everyone.  Our 
last  hike  along  the  turquoise  Lake 
Chelan  undulated  up  and  down, 
gaining  only  500  feet  all  day.  Rain 
fell  ceaselessly.  Mist  transformed 
the  lake  into  a  huge  Japanese  water- 
color  painting.  Grouse  purred  in 
the  trees.  And  I  didn't  even  mind 
getting  my  portable  Wordsworth 
wet  as  I  looked  for  an  appropriate 
quotation: 

One  impulse  from  a  vernal  wood 

May  teach  you  more  of  man. 

Of  moral  evil  and  of  good, 

Than  all  the  sages  can. 

Back  at  the  lodge,  one  woman, 
exhausted  and  exhilarated  by  our 
13-mile  hike,  called  her  husband  in 
Los  Angeles. 

"Honey,"  he  replied,  after  she 
had  recounted  our  day,  "you  know 
that  would  be  my  hell." 

But  for  her — and  for  me — this 
hell  was  heavenly. 

MountainFit  offers  six-day  hik- 
ing and  fitness  adventures  in 
Sedona,  Arizona;  Mt.  San  Jacinto 
in  Palm  Springs;  red  rock  country 
of  Utah;  Big  Sky  country  of  Mon- 
tana; the  northern  Cascade 
Mountains  in  Washington;  and 
Maui.  Prices  range  from  $1,750- 
$2,250,  depending  on  location, 
and  includes  guided  hikes,  food, 
accommodations,  back  packs  and 
water  bottles,  and  two  massages. 
Additional  massages  are  $50 
each.  A  single  room  is  $300-$500 
additional.  MountainFit,  633 
Battery  Street,  Fifth  Floor,  San 
Francisco,  CA  941 1 1.  800-926- 
5700  or  415-397-6216.  as 


More  Sensible  Than  The  Swedes. 

Who  said  a  car  has  to  be  Swedish  to  be  safe?  Introducing  the  1994  Alfa  Romeo  164LS.  An 
automobile  that  proves  safety  doesn't  necessarily  have  to  come  in  a  box.  Underneath  the 
164's  gorgeous  Pininfarina  exterior  you  will  find  front  and  rear  crumple  zones,  a  driver's  air 
bag,  side-impact  beams  in  each  door,  and  the  latest  Bosch  anti-lock  ABS 
braking  system. 

And  when  you  consider  that  the  164LS  has  free  scheduled  maintenance  for  3  years  or  36,000 
miles* and  more  power  than  the  Saab  9000CDE  Turbo  or  the  Volvo  960,  it  becomes  obvious  that 
the  potent  Alfa  Romeo  164LS  is  as  sensible  as  it  is  beautiful. 

More  Powerful  Than  The  Germans. 

With  210  horsepower,  the  24-valve,  all-aluminum  V6  engine  in  the  164LS  is  even  more  powerfi 
than  the  BMW  525i,  the  Mercedes-Benz  300E  2.8  and  the  Audi  100CS. 

The  164  also  has  the  power  to  endure.  With  computer-controlled  Bosch 
Motronic  fuel-injection,  direct-firing  distributorless  ignition,  a  large  oil 
cooler  and  a  stainless  steel  exhaust  system.  Of  course,  power  has  its  price, 
right?  Not  with  the  Alfa  Romeo  164 LS.  It  also  costs  less.** 


More  Beautiful  Than  You  Imagined. 

As  for  beauty,  the  164's  Pininfarina  styling  speaks  fo 
And  it's  just  as  beautiful  inside,  with  a  complete  leath 
interior,  remote  security,  sunroof,  heated  front 
seats  and  all  the  other  features  you 
expect  in  a  performance  sedan 
of  this  caliber. 

Test  drive  the  new  164 LS.  I 
It  has  the  beauty,  power  and  i 
safety  you're  looking  for  and  it's 
all  in  one  world-class  automobile. 
For  more  information,  or  your 
nearest  dealer,  call  1-800-245-ALFA 

Introducing  the  new  1994  Alfa  Romeo  164LS. 


THE  POWER  TO  EXPRESS  YOURSELF 


*See  your  dealer  for  details.  **Based  on  I  manufacturer's  suggested  retail  price  for  the  164LS  and  1003  manufacturer's  suggested 
retail  prices  for  competitive  makes.  Actual  prices  arc  set  by  dealer  and  may  vary.  ©1993  Alfa  Romeo  Distributors  of  North  America. 
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3     In72  Hours,We'll  Make 
You  Look  Like  You  Ve 
Been  In  Business  10  Years. 


•  : 


- 


Whetker  you're  starting  a  new  business  or  moving  to  a  new  location,  our  trained  consultants  can  solve 
your  problems.  Witk  just  one  quick  pkone  call,  Cortc  an  give  your  kusiness  tke  look  of  success  it  deserves. 


CQRT 

FURNITURE  RENTAL 


You  Handle  Tbe  Business.  We'll  Handle  Tke  Furniture™ 

Call  today  for  the  Cort  Showroom  near  you;  1-800-Q02-CORT.  Over  75  home  and  office  showrooms  from  coast  to  coast. 
In  Houston,  operated  as  Finqer  Furniture  Rental  an  J  in  New  Orleans,  operate  J  as  Weiner-Cort  Furniture  Rental. 


Want  a  sure-fire  way  to  cool  out 
after  a  tough  day  at  the  office — one 
that  doesn't  leave  you  groggy,  wind- 
ed or  smelling  like  smoke?  The 
answer  might  be  flapping  around  in 
your  backyard  right  now. 

"One  of  the  favorite  things  for  my 
wife,  Beth,  and  I  to  do  is  sit  on  the 
back  porch  in  the  evening  and  watch 
the  birds  feed,"  says  William  E. 
Buckley,  56,  a  long-time  fan  of  avian 
appetites  and  chairman  of  Royal 
Insurance  in  Charlotte,  N.C.  "After  a 
stressful  business  day,  I  find  it  very 
gratifying,  very  relaxing." 

Yes,  relaxing  is  the  word  most  bird 
feeders  use  when  discussing  their 
passion;  though  Buckley,  the  proud 
owner  of  a  monster,  all-copper,  24- 
perch,  32-pound  capacity,  $850 
"Estate  Feeder,"  might 
just  as  well  have  used 
ridiculous. 

"Let  me  explain  that," 
he  adds.  "One  of  the 
biggest  battles  in  bird 
feeding  is  the  squirrels. 
And  a  practical,  good- 
looking,  squirrel-proof  feeder  is  hard 
to  come  by.  This  one  sits  high  on  a 
pole,  but  it  doesn't  need  collars  to 
keep  the  squirrels  away  because  it 
has  a  counter-weighted  seed  com- 
partment that  lowers  and  raises 
when  you  need  to  refill  it." 

Yeah,  but  $850}  "I  think  I've 
wasted  $850  on  a  lot  worse  things  in 
my  day,"  Buckley  laughs.  "Probably 
on  golf  clubs." 

Certainly  the  "Estate  Feeder"  is 
the  Rolls-Royce  of  bird  feeding.  But 
you  don't  need  a  bankroll  as  big  as 
Buckley's  to  enjoy  a  little  wildlife  in 
your  own  backyard. 

Once  the  purview  of  little  old 
ladies,  bird  feeding  has  gone 
widespread,  maybe  even  trendy. 
According  to  U.S.  Fish  &  Wildlife, 
it's  the  second-most  popular  hobby 
(right  behind  gardening),  with  63 
million  adherents  shelling  out  some 
$2  billion  annually.  Specialty  stores 
like  Wild  Bird  Centers  and  Wild 
Birds  Unlimited  are  springing  up 
across  the  country.  Bird-feeding 
guides  line  the  shelves  in  book- 
stores. And  landscapers  are  branch- 


ing into  "birdscaping"  to  grab  some 
environmentally  conscious  demand. 

Credit  the  era  we  live  in  for  rais- 
ing our  awareness  of  wild  things  in 
general  and  backyard  birds  in  partic- 
ular. Or  maybe  it's  something  else. 
"To  be  brutally  blunt  about  it,  I 
think  people  who  feed  birds  are 
responding  to  the  same  innate  urges 
that  cause  people  to  want  to  hunt," 
says  Dr.  Al  Ceis,  director  of  research 
for  Wild  Bird  Centers  and  former 
head  of  the  urban  wildlife  research 
program  at  U.S.  Fish  &  Wildlife. 
"Hunters  want  to  be  close  to  ani- 
mals, to  control  them,  see  them,  han- 
dle them.  In  feeding  birds  you're 
almost  doing  the  same  thing." 

Go  ahead — grab  a  highball  of 
whatever,  put  your  feet  up,  and 


watch  as  the  birds  come  zipping  in. 
There  are  the  mourning  doves,  jun- 
cos  and  cardinals  poking  around  for 
the  stuff  that  hits  the  ground.  On  the 
feeder  above  them  are  the  chick- 
adees and  siskins,  the  titmice  and 
house  finches,  the  evening  gros- 
beaks and  white-throated  sparrows, 
bobbing  and  weaving  and  pecking 
away.  Notice  how  the  birds  scan  the 
area  before  coming  in  for  a  landing. 
How  the  woodpeckers  and  chick- 
adees grab  a  mouthful  and  scoot. 
How  the  gold  finches  can't  seem  to 
get  in  anywhere.  And  how  just  about 
everybody  bolts  when  the  blue  jays 
shoot  in,  screeching  their  handsome 
heads  off — nasty  things. 

Hypnotic,  isn't  it? 

"Bird  feeding  is  pseudo-hunting 
because  you  never  know  what's  going 
to  happen,"  says  Norman  Levine,  67, 
president  of  the  Levine  Financial 
Group  in  San  Francisco.  "You  devel- 
op good  friends  with  the  regulars, 
but  every  once  in  a  while  you  see 
something  unusual  going  on." 

Levine's  front-yard  setup  has  it 
all.  He's  got  two  large,  custom-made 
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feeders — one  down  low  for  the  ground 
birds,  the  other  up  high  for  the  rest. 
There's  a  third  feeder  packed  with 
sunflower  seeds  for  the  smaller  birds,  a 
fourth  filled  with  thistle  for  the  gold 
finches,  and  several  hummingbird 
feeders  topped  off  with  nectar.  There 
are  suet  blocks  for  the  chickadees  and 
wrens,  and  flowering  fruit  trees  for  the 
robins  and  cedar  waxwings.  He  even 
has  a  corn  feeder  for  the  squirrels. 

Levine's  seed  bill  runs 
"not  less  than  $25  a  week." 
But  he  says  it's  money  well 
spent.  "I  enjoy  getting  up  in 
the  morning  and  instead  of 
just  drinking  coffee  and 
reading  the  paper,  looking 
out  and  seeing  the  life 
around  me.  There's  always 
something  going  on  that 
most  people  miss." 

The  first  myth  for  the 
fledgling  feeder  to  pop  is  that 
the  birds  need  your  seed. 
They  don't — except  in  extreme 
cold — nor  will  they  become 
dependent  on  your  largess. 
"Birds  have  always  had  an 
evolutionary  strategy  of  keep- 
ing their  options  open,"  says 
Stanley  Temple,  a  wildlife 
ecologist  at  the  University  of 
Wisconsin,  whose  five-year 
study  on  chickadees  found 
that  even  regular  diners  obtain 
only  a  small  proportion  of 
their  energy  from  feeder  food. 

There  are  really  no  wrong 
ways  to  feed:  put  the  food 
out,  and  they  will  come.  There  are, 
however,  plenty  of  better  ways. 

Start  with  the  hardware.  An  aver- 
age, half-way  decent  feeder  goes  for 
around  $30  in  specialty  stores,  less  at 
mass  retailers.  And  there  are  oodles 
to  choose  from:  the  Wild  Bird  Center 
in  Charlotte,  N.C.  (where  Buckley 
bought  his  mega-feeder)  stocks 
about  100  different  models,  from 
general  to  specialized  to  squirrel- 
proof  to  squirrel-friendly. 

Look  for  a  feeder  made  from 
wood,  Lexan  or  some-such  durable 
material,  as  squirrels  will  tear  the 
hell  out  of  cheap  plastic.  It  should 


have  a  large  seed  capacity,  and  a 
seed  compartment  protected  from 
the  elements.  Portal-style  feeders, 
like  Droll  Yankees,  are  best  for 
avoiding  diseases  transmitted  by 
fecal  contamination  of  food-,  and 
every  feeder  should  be  cleaned  regu- 
larly with  bleach  for  the  same  reason. 

There  are  plenty  of  nifty  feeder 
innovations  out  there:  some  work, 
some  don't.  Al  Geis  told  us  about  a 


Placing  your  feeder  near  trees  and 
shrubs  will  keep  marauding  cats  at  bay. 

battery-powered  feeder  on  the  hori- 
zon that,  besides  being  "profoundly 
attractive  to  birds,"  will  "educate 
squirrels  to  get  off  in  a  hurry."  But  he 
also  warned  us  away  from  one 
preloaded  feeder  that,  because  of 
poor  drainage,  turns  the  food  to  mush. 

Same  thing  with  food.  The  best 
all-around  feed  is  black-oil  sunflower 
seeds,  but  the  Wild  Bird  Center  in 
Charlotte  stocks  12  different  vari- 
eties, including  black-oil  and  striped 
sunflowers,  millet,  safflower,  peanut 
bits  and  almonds.  Forget  about  those 
cheap  supermarket  mixtures:  they're 
full  of  wheat,  milo  and  cracked  corn, 


most  of  which  will  quickly  end  up  on 
the  ground.  And  Geis  told  us  there's 
no  commercial  hummingbird  nectar 
that  beats  his  own  homemade  brew: 
four  parts  water,  one  part  sugar. 

So — you  got  your  feeder,  you  got 
your  seed,  you  hang  the  darn  thing 
up... and  the  show  doesn't  quite  live 
up  to  your  expectations.  Time  to  stop 
winging  it. 

"The  successful  bird  feeder 
(  knows  what's  in  his  back- 
yard," says  Geis.  "He  knows 
what  the  birds  like  best,  and 
he  presents  it  in  the  way 
they  want  to  eat  it."  Chick- 
adees and  titmice,  for 
instance,  like  elevated  feed- 
ers, while  fox  sparrows  and 
cardinals  would  rather  not 
leave  the  ground.  Bluebirds 
are  crazy  about  meal  worms. 
Dark-eyed  juncos  like  white 
millet.  And  those  unaggres- 
sive little  gold  finches  will 
happily  turn  upside  down  to 
eat  thistle  seed  from  special 
feeders  designed  to  discour- 
age competitors. 

Arrangement  matters,  too. 
"You  can  put  a  feeder  any- 
place and  attract  birds;  how- 
ever, if  you're  aware  of  their 
needs  you're  going  to  have 
a  lot  more  success,"  says 
Bud  Halla,  a  wildlife  biolo- 
gist and  former  Fish  & 
Game  commissioner  for  the 
state  of  Maryland.  "You're 
going  to  have  water,  and 
you're  going  to  place  the 
feeder  in  an  area  that  protects  the 
birds  from  marauding  cats.  You're 
going  to  put  feeders  near  trees  and 
shrubs  so  they  have  a  place  to  scat- 
ter or  to  rest  between  feeding.  And 
chickadees  and  woodpeckers  will 
take  their  seed  away  to  a  nearby 
tree  to  eat  it.  Well,  why  would  you 
want  them  taking  it  to  your  neigh- 
bor's yard?" 

There  are  only  about  20  species 
of  seed-eaters  that  are  going  to  be 
interested  in  your  feeder  anyway,  so 
if  you  really  want  some  action  out 
there,  get  off  your  butt  and  plant 
some  plants.  Honeysuckle,  moun- 
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Give  her  a  personal  reference. 


Neiman  Marcus 


Also  available  in  Eau  de  Parfum  and  Eau  de  Toilette. 


i  mplete  store  listing  and  illustrated  catalog,  contact  Alden  Shoe  Company,  Dept.  1 122F,  MiddleKirough,  MA  02 M6,  1-800-325-4252. 


With  one  phone  call,  all  of  America  can  rest  easier. 


We  just  made  it  simple  to  find  luxurious  accommodations  almost  anywhere  from  coast  to  coast  at  rates  that  are 
i  dream.  One  phone  call  can  put  you  in  touch  with  over  60  Doubletree  Hotels,  where  you'll  enjoy  impeccable  service, 
)eautifully  appointed  rooms,  swimming  pools,  and  a  variety  of  dining  experiences. 

And,  everywhere  you  travel,  you'll  receive  the  kind  of  special  Doubletree  attention  that  begins  the  very  first  night 
vith  our  welcoming  chocolate  chip  cookies.  So,  if  you're  planning  a  trip  anywhere  from  DC  to  LA,  be  sure  you  make  the 
ight  connection.  Doubletree  Hotels.  It's  a  smart  call. 
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When  your  travels  take  you  to  Canada,  consult  your  travel  professional  or  call  us  for  reservations  at  any  of  26  Canadian  Pacific  Hotels  &  Resorts. 


Happy  Hour  is  a  tad  less  mirthful 
these  days,  what  with  our  govern- 
ment's steady  chipping  away  at  the 
deductibility  of 
b  u  s  i  n  e  s  s  -  r  e  1  a  t  e  d 
fun.  Now,  wjth  the 
Clinton  tax  bill, 
restaurant  wine 
sales  will  be  anoth- 
er casualty — especially  Champagne, 
an  indulgence  that  enjoyed  an 
almost  unprecedented  boom  during 
the  years  before  the  Crash  of  '87.  In 
the  soak-the-rich  '90s,  those  of  us 
who  consider  the  world's  noblest 
sparkling  wine  a  necessity  of  life 
rather  than  an  executive  perk  may 
soon  be  sneaking  the  stuff  by  candle- 
light in  underground  bunkers. 

The  Champagne  world  has 
undergone  some  dizzying  changes  in 
fortune  of  late.  Just  a  few  years  ago, 
when  grapes  were  cheap  and  plenti- 
ful, the  major  Champagne  houses 
were  concerned  that  the  price  of 
their  elixir  had  fallen  within  range  of 
the  hoi  polloi,  and  that  Champagne's 
image  of  exclusivity  was  in  jeopardy. 
But  following  the  expiration  in  1990 


Grape  Juice 


Champagne 
For  Everyone 


By  Stephen  Tanzer 


of  the  contract  between  producers 
and  growers  that  had  ensured  rela- 
tive price  stability  in  the  region  for  a 
generation,  growers  got  greedier  and 
grape  prices  drifted  heavenward. 
Bottle  prices  quickly  followed  suit. 
The  timing  could  not  have  been 
worse.  Under  the  triple  whammy  of 
rising  prices,  a  general  retreat  from 
conspicuous  consumption,  and  eco- 
nomic recession  in  most  bubbly:guz- 
zling  nations.  Champagne  shipments 
plunged  in  1991.  They  have 
remained  moribund  ever  since. 

Yet  today,  oddly  enough,  the 
Champagne  producers  seem  more 
concerned  with  placing  their  wines 
in  the  right  restaurants  than  actually 
selling  it.  Most  U.S.  importers  will  do 
anything  short  of  French-kissing 


sommeliers  to  secure  a  berth  for  theii 
luxury  cuvees  alongside  the  ubiqui- 
tous Dom  Perignon — and  preferably 
priced  $10  higher  than  the  DP.  Then 
goal  is  prestige  and  visibility:  even  ii 
we  working  stiffs  can't  afford  exorbi- 
tantly priced  Champagne  when  din- 
ing out,  we'll  recognize  the  fancy 
names  in  the  privacy  of  our  local 
retail  shops. 

By  and  large,  Champagne  pur 
chases  by  all  but  the  hardcore 
oenophile  tend  to  fall  into  two  cate 
gories.  The  impecunious  shoppei 
rarely  displays  brand  loyalty,  insreat 
grabbing  whatever  familiar  non-vin 
tage  brut  is  a  buck  cheaper  at  tht 
moment.  At  the  other  end  of  tht 
scale,  the  flush  celebrant  will  only  bt 
satisfied  with  the  priciest  bottle  ir 
the  shop.  Both  risk  disappointment 
with  Champagne,  as  with  other  cate 
gories  of  wine,  you  do  not  always  ge 
what  you  pay  for. 

Luckily,  however,  superb  ('ham 
pagne  ran  be  found  in  all  price 
ranges.  So  my  purpose  here  today  i: 
to  see  to  it  that  you  get  your  money': 
worth  this  holiday  season,  no  matte 
what  you're  prepared  to  spend.  Fo 
these  democratic  times,  I  highligh 
below  my  personal  favorites  for  con 
sumers  in  every  tax  bracket.  Yoi 
won't  be  compromising  with  ever 
the  least  expensive  of  the  wine: 
mentioned  below. 

Don't  be  put  off  by  the  suggestet 
full  retail  markups  accompanying  tht 
following  bottles:  the  Americar 
Champagne  marketplace  is  a  battle 
field,  with  discounts  of  10%  to  30% 
or  more,  to  be  found  in  most  majo 
metropolitan  areas.  If  you  shop  whili 
sober,  you  should  not  have  to  pa1; 
anything  approaching  the  prices  list 
ed  below  for  most  wines  from  tht 
larger  Champagne  houses. 

Reasonable:  $30  or  less 

Basic  non-vintage  brut  bottling 
from  Champagne's  dominant  Grand 
Marque  houses  are  generally  compe 
tent  but  unexciting.  For  affordable 
Champagne  with  character,  look  t< 
smaller,  quality-minded  producer: 
like  Cattier,  Ployez-Jacquemart 
Jacques  Selosse,  and  Batiste-Pertois 
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PARSIFAL 


18  K  Gold  and  Steel 


Collection 
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RAYMOND  WEIL 

GENEVE 


Carlyle  &  Co. 

Servic  e.  Cut  And  Polished  To  Perfection. 


For  a  brochure  write  to:  Raymond  Weil,  Dept  AD,  587  Fifth  Avenue,  New  York,  N.  Y.  10017 


•  18  K  Gold  Plated  Case  and  Bracelet 
■  Water  Resistant  to  90  ft..  Mineral  Crystal 
■  Dials  set  with  Lead  Crystal  Stones 
or  Hand  Applied  Roman  Numbers 


RAYMOND  WEIL 

GENEVE 


Our  favorite  of  this  bunch  is  the  non- 
vintage  Cattier  ler  Cru  Brut  ($25), 
which  offers  deep,  biscuity  aromas 
and  a  faint  musky  quality  that  adds 
to  its  appeal.  This  is  a  big,  mouthfill- 
ing,  yet  quite  dry  wine 


of  outstanding  intensity  and  fresh- 
ness, and  one  that  tastes  far  more 
expensive  than  its  shelf  sticker. 
Another  aggressively  priced  Cham- 
pagne made  from  superior  raw  mate- 
rials is  the  non-vintage  Ployez-Jacque- 
mart  Brut  ($26),  whose  remarkably 
complex  aromas  of  lemon,  toast, 
earth  and  spice  are  by  themselves 
worth  the  price  of  admission.  This  is 
a  very  young,  very  dry  wine  with 
sharp-edged  clarity  of  flavor;  the 
enticing  spicy  quality  carries  through 
to  the  wine's  firm  aftertaste. 

It  may  not  be  coincidence  that  a 
couple  of  idiosyncratic  and  very  rich 
all-chardonnay  Champagnes  come 
from  two  of  the  handful  of  tradition- 
alists that  still  ferment 
and  age  their  wines 
in  oak  barrels. 
The  Batiste- Per- 
tois  Blanc  de 
Wanes  Cuvee  de 
Reserve  ($30)  is 
a  mouthfilling, 
even  weighty 
wine  whose  citric 
tones  are  complement- 
ed by  a  suggestion  of  sweet 
vanillin  oakiness.  Though  not  a 
wine  of  great  finesse,  it  is  loaded 
with  flavor  and  character.  Just  as  dis- 
tinctive is  the  Jacques  Se/osse  Blanc  de 
Wanes  Grand  Cru  ($30),  a  wine  with 
rather  wild  aromas  of  coffee,  yeast 
autolvsis,  earth  and  wood,  a  moder- 


ate dosage  like  the  Batiste-Pertois, 
and  a  sumptuous  texture.  While 
more  nuanced  than  the  above,  it's 
currently  a  bit  more  angular,  and 
should  be  better  for  6  to  12 
months  of  aging. 

Other  choice  bottles  for  $30 
or  less:  NV  Bollinger  Special 
Cuvee  Brut  ($30),  NV  Drappier 
Val  des  Demoiselles  Rose'  ($30), 
NV  Pliilipponnat  Royale 
Reserve  Brut  ($25). 

Less  reasonable: 
$3  1  to  $60 

The  two  1985  vintage 
releases  from  Veuve 
Clicquot  are  stun- 
ners. The  Vintage 
Reserve  ($50)  shows  yeasty, 
baked  bread  aromas,  relatively  full 
body,  robust  flavor,  and  a  surprising- 
ly dry,  long  aftertaste.  The  more 
perfumed  Rose  Brut  ($60)  is 
suggestive  of  red  berries, 
with  the  strawberry  and 
raspberry  character  carry- 
ing  through  on  the 
palate.  This  intensely 
fruity,  rich  wine  is  also 
on  the  dry  side  and  suf- 
ficiently assertive  to 
accompany  a  meal. 
Though  not  a  rose,  the 
1985  J.  Lasal/e  Cuvee 
Ange/iuc  ($45)  shares  the  above 
wine's  aromas  of  red  fruit,  throwing 
hints  of  earth  and  yeast  into  the  bar- 
gain. This  is  a  fairly  substantial 
Champagne,  but  brisk  and  dry, 
with  bright  acidity  that  sug- 
gests it  will  improve  with 
further  cellaring. 

The  1982  Piper Hied- 
sieck  Brut  Sauvage  ($36) 
is  shockingly  fresh  for 
1 1  -year-old  bubbly. 
This  no-dosage  Cham- 
pagne offers  toasty, 
emony  aromas  with  a 
hint  of  earthiness;  its  fruit 
is  so  ripe  and  intense  that  the  sugar 
is  not  missed.  (Too  many  producers 
use  heavy  doses  of  sugar  to  cover 
underripeness  or  other  flaws  in  their 
wines;  this  impeccable  Champagne 
has  nothing  to  hide.)  With  its  coffee, 


toffee  and  truffle  scents,  the  chrono- 
logically younger  1985  Bollinger 
Grande  Annee  Brut  ($50)  smells  dis- 
tinctly more  evolved  than  the  Brut 
Sauvage.  On  the  palate,  though,  this 
full-bodied,  very  rich  but  dry  Cham- 
pagne is  vibrant  and  powerfully 
built,  with  a  dry  whiplash  of  a  finish: 
classic  Bollinger  for  fans  of  this 
style.  The  seamless,  at-its-peak 
1985  Drappier  Grande  Sendree  ($58) 
shares  the  mature  coffee  scent  of  the 
Bollinger.  It's  noticeably  sweeter 
than  the  Bollinger,  not  to  mention 
softer  in  the  mouth. 

The  best  blanc  de  blancs  value  in 
this  price  range  is  the  non-vintage 
Larmandier  Cramant  Grand  Cru 
($32.50),  a  very  lively  Champagne 
whose  mouthfilling  yet  refined  fruit 
and  generous,  toasty  aftertaste  come 
as  something  of  a  surprise  following 
its  austere,  minerallv  aromas. 


The  1986  Louis 
Roederer  Blanc  de  Blancs  ($40)  is 
another  harmonious,  very  fresh  all- 
chardonnay  cuvee,  with  good  body  and 
richness,  a  subtle  toasty  character, 
and  lovely,  lingering  flavor. 

The  current  bottling  of  the  Cattier 
Clos  du  Moulin  ($60),  one  of  only  a 
handful  of  Champagnes  made  from  a 
single  vineyard,  is  a  blend  of  juice 
from  the  '82,  '83  and  '85  vintages. 
This  pristine,  faintly  floral  wine  has 
uncommonly  penetrating  fruit  and 
notable  palate  presence  for  a  wine  of 
its  delicacy. 

Other  standouts  in  the  $30-$60 
range:  1988  Deutz  Blanc  de  Blancs 
($50),  1988  Drappier  Carte  d'Or 
Brut  ($38),  1985  Mum  in  Rene  Lalou 
($56),   1988  Perricr-Jouet  Brut 
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'Reserve  Cuvee  ($37),  1988  Taittinger 
Brut  Millesime  ($46 ). 

Unreasonable: 
$61  to  $100 

The  1985  Moet  &  Chandon  Cuvee 
Dom  Perignon  ($90)  is  a  prime 
example  of  Champagne's  high- 
est-profile cuvee de prestige.  This 
pale-colored  wine  offers  citric  and 
mineral  aromas  plus  a  hint  of 
smoked  bacon;  today  it's  aggressive 
and  somewhat  severe,  with  the 
crisp  acidity  typical  of  the  out- 
standing 1985  vintage — a  great 
young  Champagne  that  really  begs 
for  further  cellaring.  Every  bit  as 
impressive,  and  perhaps  more  sub- 
tle, is  the  1985  Laurent-Perrier 
Grande  Steele  ($85),  whose  knockout 
nose  melds  scents  of  cream  soda, 
toast  and  lime.  At  once  rich  and 
racy,  with  great  intensity  and 
length  on  the  palate,  this  is  a  com- 
plete and  compelling  Champagne. 

As  usual,  the  1985  Pol  Roger  Cuvee 
Sir  Winston  Churchill ($99.75)  is  among 
the  handful  of  Champagne  luminar- 
ies. With  its  relentless,  fine  mousse, 
aromas  of  hazelnut,  smoke  and  truffle, 
and  almost  voluptuous  texture,  this 
remarkably  opulent  wine  is  spectacu- 
lar right  now,  a  real  main-course 
Champagne.  Also  larger  than  life  is 
the  1985  Veuve  Clicquot  La  Grande 
Dame  ($100),  which  completes  the  hat 


CRAM  AN  T 

GRAND  CRV 


trick  of  great  '85s  for  this  house.  Its 
complex  yeast  autolysis  aromas,  layers 
of  flavor,  and  fresh  acidity  make  this 
powerful  but  beautifully  balanced 
wine  the  perfect  accompaniment  for 
richly  sauced  seafood  or  fowl  dishes. 


The  refined  1986 
Perrier-Jouet  Fleur  de  Champagne  Rose 
($90)  entices  with  its  pinot  noir- 
dominated  aromas  and  flavors  of 
strawberry  and  raspberry.  This  is  a 
dryer-styled,  medium-bodied  wine 
with  great  persistence  of  flavor — a 
perfect  match  for  cold  salmon  or 
sushi,  but  just  as  gratifying  as  an 
aperitif.  Similarly  flexible  is  the 
steely,  citric,  very  fresh  1985  Gosset 
Grand  Millesime  Rose  ($85),  whose 
cassis  and  raspberry  notes  bring  to 
mind  a  tangy  red  Burgundy. 
The  penetration  and  "cut"  of 
this  classy  rose  rejuvenate 
the  palate. 

Additional  worth-the- 
splurge  Champagnes:  1982 
Bollinger  R.D.  ($100),  1985  Deutz 
Cuvee  William  Deutz  ($75),  1988 
Perrier-Jouet  Fleur  de  Champagne 
($80),  1985  P/ii/ipponnat  Clos  des 
Goisses  ($65),  1985  Piper- Hiedsieck 
Rare  ($80),  1985  Pol  Roger  Brut 
Chardonnay  ($62). 

Beyond  Reason: 
More  than  $  1  00 

Among  the  handful  of  outra- 
geously expensive  Cham- 
pagnes that  make  honest 
attempts  to  justify  their  prices 
are  two  exquisite  roses.  The 
pale  salmon-colored  1982  Lau- 
rent-Perrier Grand  Siecle  Cuvee 
Alexandra  ($120)  seems  no 
more  advanced  than  it  was  two 
years  ago.  This  extremely 
youthful  but  harmonious  Cham- 
pagne offers  deliciously  subtle 
floral  and  red  berry  aromas,  out- 
standing winey  complexity,  and  a 
sappy  quality  that  gives  it  more  tex- 
ture in  the  mouth  than  a  medium- 
bodied  Champagne  has  any  right  to 
possess.  Like  the  '85  Grand  Siecle, 


it's  a  moderately  sweet  brut 
Champagne.  The  1982  Dom 
•  Perignon  Rose  ($260),  whose 
wood  box  alone  must  cost 
more  to  produce  than 
some  non-vintage  bruts, 
boasts  the  tiniest  bubbles 
I've  ever  seen  in  a  Cham- 
pagne (the  result  of  a  long, 
cool  fermentation,  a  sure  sign 
of  quality)  and  the  nuance, 
intensity  and  persistence  of  a  great 
still  wine.  The  aromas  of  strawber- 
ries, smoke  and  earth  are  reminis- 
cent of  a  grand  cru  from  Vosne- 
Romanee.  Though  light  on  its  feet 
as  a  result  of  its  perfect  balance,  this 
is  a  wine  of  great  substance — and 
one  that  demands  to  be  consumed 
with  food. 

Finally,  the  large-scaled,  slowly 
developing  1982  Krug  ($130)  is  a 
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celestial  young  Champagne  destined 
to  be  a  cellar  treasure.  Its  minerally, 
lemon-limey  aromas  take  on  notes  of 
vanilla  and  toast  with  air,  and  this 
creamy  nectar  has  reserves  of  flavor 
and  texture  that  are  downright 
uncanny.  Pardon  me  while  I  slaver. 

Other  costly  gems:  1983  Krug  Clos 
du  Mesnil  ($200),  Krug  Rose  ($1 80), 
1982  Salon  Le  Mesnil  Blanc  de 
Blaaa  ($130). 

S T E p H E N  Tanzer  is  editor  and 
publisher  of  The  New  York  Wine 
Cellar,  a  32-page  bi-monthly  newsletter 
covering  the  world's  fine  wines.  For  a 
2 5% -off  gift  subscription,  send  a  $36 
check  to  Tanzer  Business  Communica- 
tions. Box  392,  Prince  Station.  New 
York.  NY  10012.  Offer  good  through  the 
end  of  1993. 
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A    Champagne  Primer 


(  ill  \\l  l',\(  iNK-M  AK1NG  IS  THE  VINOUS 

equivalent  of  alchemy:  blending 
base  \\  ines  into  something  sublime. 
These  component  wines  come  from 
different  grape  varieties  (chardon- 
nay,  pinot  noir,  and  pinot  meunier) 
and  different  villages  and  vineyards 
(grand  cms,  premier  cms,  and  a 
host  of  lesser  sites).  And 
because  only  four  or  five  liar- 
vests  per  decade  in  thi 
marginal  clime  northeast  of 
Paris  provide  the  raw  mate- 
rials to  make  balanced,  i 
complete  wines,  most  J 
Champagnes  also  com-  | 
bine  two  or  more  vintages.  I 
A  relatively  lean,  high-  1 
acid  vintage,  for  example,  " 
can  be  softened  by  the 
addition  of  some  mellower, 
riper  wine.  Conversely,  wine  " 
from  a  relentlessly  sunny 
year  can  be  given  needed  bad 
bone  and  freshness  through 
judicious  introduction  of  some 
"greener"  juice. 

Blending  across  vintages  is  the 
way  producers  maintain  the  house 
styles  their  customers  have  come  to 
expect.  And,  as  non-vintage  wine 
accounts  for  nearly  four-fifths  of  total 
Champagne  production,  it  is  hardly 
surprising  that  the  reputations  of 
most  major  houses  hinge  on  the  qual- 
ity and  consistency  of  their  non-vin- 
tage blends.  The  other  20%  of 
Champagne  includes  basic  vintage 
wines  (both  white  and  rose)  and  the 
deluxe  flagship  bottlings  that  repre- 
sent, in  theory  at  least,  the  best  wines 
the  Champagne  houses  can  dream 
ip — made  in  painstak- 
i  ng  fashion  from  the 
best  grapes. 

These  cuvees 
de  prestige, 
such  as  Moet  & 
Chandon's  Dom 
Perignon  and  Perri- 
er-Jouet's  Fleur  de 
Champagne,  spend 
considerably  longer  in 
ontact  with  their  lees 


(the  sludge  of  spent  yeast  eells  and 
other  precipitated  solid  matter)  fol- 
lowing the  second,  in-the-bottle  fer- 
mentation that  gives  Champagne  its 
sparkle.  It  is  the  resulting  yeast 
autolysis  character  that  gives  the 
greatest  Champagnes  their  subtlety 
and  complexity  of  aromas  and  fla- 
vors. Instead  of  being  released 


three  to  five 
years  after  the  vin- 
tage— or  even  sooner  in  the  case  of 
strictly  commercial  non-vintage  bot- 
tlings— these  luxury  bottlings  are 
aged  in  Champagne's  deep,  cold 
cellars  for  four  to  nine  years  before 
being  disgorged — that  is,  before  the 
sediment  is  removed  and  the  still- 
dry  wine  is  topped  up  with  a  solu- 
tion of  wine  and  sugar,  the  sugar 
content  of  this  dosage  varying 
according  to  the  intended  sweetness 
of  the  finished  wine.  In  sum,  they're 
intensely  flavored  but  refined,  less 
overtly  fruity,  more  serious  wines. 

W  hile  the  typical  Champagne 
is  a  blend  of  roughly  two-thirds 
red  grapes  and  one-third  white 
(with  the  fruit  pressed  quickly 
but  gently  so  that  the  dark  pinot 
skins  do  not  color  the  juice),  most 
producers  make  at  least  one 
blanc  de  blancs — literally, 
a  white  wine  from  only  white 
grapes,  in  this  case  chardonnay. 
Blanc  de  blancs  Champagne  tends 
to  be  lighter  in  body  and  austere 
when  young,  but  gains  in  bouquet 


and  flavor  with  bottle  age. 

Rose  Champagne  is  normally 
made  by  adding  a  small  percentage 
of  red  wine  to  the  clear  juice,  though 
a  minority  of  roses  get  their  color  as  a 
result  of  skin  contact  during  fermen- 
tation. Nearly  every  major  Cham- 
pagne house  offers  at  least  one  rose, 
but  most  do  it  grudgingly,  in 
response  to  market  demand.  Many 
Champagne  purists  consider  rose  to 
be  a  crime  against  nature. 

The  moment  Champagne  is  dis- 
gorged, the  clock  is  ticking,  and  the 
process  of  oxidation  begins.  The 
best  examples  w  ill  gain  in  aromatic 
complexity,  even  texture,  for 
months  or  even  years,  slowly  mel- 
low ing  as  they  lose  their  acidic  bite, 
then  taking  on  mature  hazelnut  and 
coffee  nuances  and  beginning  to  lose 
their  fizz,  or  mousse.  Finally,  the 
darkening  wines  display  the  nutty, 
sherry-like  notes  of  decay  that  few 
but  the  British  savor.  Poorly  made  or 
poorly  handled  Champagne  can  trav- 
el this  journey  in  a  matter 
of  months,  whereas 
the  greatest 
wines  from 
the  greatest 
vintages  can 
last  a  genera- 
tion  under 
perfect  storage 
conditions.  But 
keep  in  mind  that,  as  a 
rule,  when  the 
Champagne  producers  release  their 
wines  they  consider  them  ready 
to  drink. 

All  but  one  of  the  Champagnes 
highlighted  in  this  article  fall  under 
the  rubric  of  brut — technically 
"raw,"  though  this  style  ranges  in 
actual  taste  from  fairly  dry  to  bone- 
dry.  (Note  that  a  Champagne 
labeled  "extra  sec"  or  "extra  dry"  is 
in  fact  sweeter  than  brut.)  The  only 
thing  dryer  than  brut  is  zero  tfosagi 
or  ultra-brut,  an  indication  that  no 
additional  sugar  has  been  added  to 
the  Champagne  before  it  is  topped 
up  and  sent  on  its  way.  38 
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POSITIVELY  DELICIOUS. 


MINT  FLAVOR 


fn  E  M  B  R  A  N  D  Tl 

I     MOUTH  REFRESHING  Rlhl$£  H 


ALCOHOL-FI 


Cool,  natural  triple-mint 
flavor.  Fights  bacteria 
A  rinse  at  bedtime  helps  pre 
vent  morning  mouth.  If  you've 
1      never  used  a  mouthrinse 
r  before,  here's  one  you'll  want 
to  try.  New  Rembrandt 
Mouth  Refreshing  Rinse 
Positively  irresistible 


J 


TRIPLE  STRENGTH -Makes  48  oz. 

Leaves  Your  Mouth  Cool  and  Clean 
♦ 

Inhibits  Bacterial  Growth 
♦ 

Dentist  Formulated  and  Recommended 

16  fl.  oz. 


POSITIVELY  FREE. 

Simply  purchase  a  5  oz.  tube 
of  Rembrandt®  Whitening 
Toothpaste  and  get  an  8  oz. 
bottle  of  Rembrandt®  Mouth 
Refreshing  Rinse  free.  Imagine, 
cleaner,  whiter  teeth  and 
sparkling  breath.  Practically 
free!  Available  at  most  fine 
stores,  or  call:  1-800-548-3663. 
Offer  good  while  supplies  last. 


0S1TMLY  ALCOHOL-FREE. 


OPEN  YOUR  SOUL 
TO  THE  PRINCEVILLE 
EXPERIENCE. 


MAGNIFICENT  AS  EVER. 


rrmcevi  lie  Hotel.  A  new 
sense   of   luxury  defined 
througk  Hawaiian  accents. 
Unrivalled  golf:  Golf  D  i^est 
rates  our  Prince  Course  numke 
one  in  Hawaii  and  our  27-kole  Mak  ai 
Course  number  five.  Water  sports  ?  Take  your 


ckoice.  And  all  around  us  is 
k     nature  of  suck  an  incre  dikle 
■H^^HSp    magnitude  it  takes  your 
|  kivatk  aua\.  Wkick  may  ke 

wky  so  many  wko  come  to  visit, 
stay  forever.  Tke  Princevi  lie  Hotel. 
Magnificent.  As  ever. 


Princeville  Hotel 

Princeville  Resort,  Kauai 

ITT  Sheraton  Luxury  Collection 


for  I  [otel  reservations,  call  your  travel  planner  or  ITT  Sneraton  at  (800)  325-3535;  or  for  more  information,  call  (800)  826-4400. 


According  to  the  official 
scorecard,  Greg  Norman  turned  in 
a  nifty  final-round  69  at  the  PGA 
Championship  at  the  Inverness 
Club  in  Toledo  in  August,  good  for 
a  first-place  tie  with  Paul  Azinger, 
who  went  on  to  win  the  sudden 
death  playoff. 

By  my  reckoning,  however,  the 
Shark's  final  round  score  should  have 
been  closer  to  89.  Watching  on  TV 
like  the  rest  of  America,  I  counted  at 
least  ten  violations,  worth  two- 
strokes  each,  of  Rule  16-la  by  Nor- 
man on  the  back  nine  alone.  But,  to 
be  fair  to  the  Shark,  I  think  Azinger 
signed  a  wrong  scorecard  for  the 
same  reason,  as  indeed  did  the 
entire  final  round  field  of  74. 

What  is  Rule  16-la?  It's  called 
"Touching  Line  Of  Putt,"  and 
it  says  that  you  must  not  touch 
the  intended  line  of  your  putt 
except  to  move  sand,  loose  soil 
and  other  loose  impediments,  in 
repairing  old  ball  marks  or  hole 
plugs  (remember  this  part),  or  in 
removing  moveable  obstructions, 
which  of  course  is  different  from  a 
loose  impediment. 

On  the  Tour,  Rule  16-la  is  known 
as  the  "spike  mark  rule,"  because 
one  of  the  things  Rule  16-la  says  you 
can't  do  is  tamp  down  any  spike 
marks  that  may  be  in  your  intended 
line  of  putt.  Actually,  on  Tour,  the 
rule  is  often  referred  to  using  a  par- 
ticularly flavorful  adjective  that 
rhymes  with  "truckinV 

However,  being  the  resourceful 
millionaires  that  they  are,  the  Tour 
players  have  found  a  way  around 
Rule  16-la,  and  Greg  Norman's 
final-round  PGA  Championship  per- 
formance was  the  perfect  illustration. 

On  green  after  green  that  Sunday, 
Norman  would  walk  up,  mark  his 
ball  and  affix  those  baby-blue  eagle 
eyes  to  his  intended  line  of  putt. 
And — mirabile  dictu — Norman  man- 
aged to  find  at  least  one  and  some- 
times two  old  ball  marks  or  hole 
plugs  sitting  there  unrepaired. 

So,  being  the  concerned  golfer 
that  he  is,  Norman  would  whip  out 
his  little  ball  plug  repair  tool,  pry  a 
little  turf  up  and  gently  tamp  down 


the  grass  into  smooth  perfection. 

What  he  was  doing,  of  course,  was 
fixing  spike  marks.  I  know  it,  you 
know  it,  his  opponents  know  it 
(because  they  do  it  too),  the  referee 
walking  alongside  knows  it,  and 
even  the  rules  gnomes  in  the  dark 
back  rooms  at  Golf  House  in  New 
Jersey  and  at  the  Royal  &  Ancient  in 
St.  Andrews  know  it.  And  no  one  is 
going  to  walk  up  to  Greg  Norman 
during  the  final  round  of  the  PGA 
Championship  and  say,  "I  say,  old 
chap,  I  believe  that  you  just  violated 
Rule  16-la.  Add  two." 

Why  does  the  world  of  golf  choose 


to  ignore  these  heinous  violations  of 
one  of  the  sacrosanct  Rules?  Because 
sir,  to  paraphrase  Mr.  Bumble,  "the 
rules  is  a  ass... a  idiot!" 

Golfers  like  to  think  that  the  Rules 
Of  Golf  are  unique  to  the  game. 
Clear,  simple,  inviolable,  the  Rules 
dictate  the  basic  tenets  of  the  game, 
and  we  are  supposed  to  enforce  them 
ourselves.  No  whistle-blowing  zebras 
in  Golf.  And  we  are  taught  to  respect 
those  Rules,  first  written  down  back 
in  "ancient,  misty  tymes,"  as  both 
commandment  and  creed. 

In  truth,  the  Rules  are  something 
of  a  mess.  While  they  appear  to  be 
simple  and  clear,  just  34  rules  in  all, 
only  half  of  which  deal  with  condi- 
tions of  playing  the  game,  fitting 
easily  into  a  tidy  little  booklet  that 
slips  into  your  golf  bag,  the  Rules 
are  constantly  debated,  challenged 
and  are  largely  ignored  by  most  of 
us.  Every  year,  perhaps  reflective  of 
our  litigious  society,  the  U.S.  Golf 
Association,  in  association  with  the 
R  &  A,  publishes  a  book  entitled 
Decisions  On  The  Rules  which  usually 
runs  to  500  pages  or  more.  Basically, 
Decisions  attempts  to  calmly  provide 
an  answer  to  thousands  of  geeky 
golfers  who  call  up  and  whine  "well, 
what  if...?"  about  Rule  12-2/3. 


That  the  rules  off 

golf  are  clear, 
simple  and  invio- 
lable—and other 
preferred  lies 


By  Jam  es  Y.  Bar  i  lk  it 


The  Golf  Bag 
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Zs  a  soggy  cigarette  butt  considered  a  loose  impediment  or  a  moveable 
obstruction  if  found  in  a  bunker  under  casual  water? 


Is  a  soggy  cigarette  butt  consid- 
ered a  loose  impediment  or  a  move- 
able obstruction  if  found  in  a  bunker 
under  casual  water?  How  do  I  take 
line-of-sight  relief  if  I'm  legally 
blind?  If  I  putt  the  ball  into  the  hole 
and  then  can't  find  it,  do  I  have  to 
take  stroke  and  distance?  These  are 
the  kinds  of  silliness  that  grown  peo- 
ple at  Golf  House  and  at  the  R&A  in 
St.  Andrews  actually  spend  time 
thinking  about. 

It's  silliness,  because  we  have  all 
become  a  nation  of  anarchists  when 
it  comes  to  the  golf  course.  Oh,  we 
may  practice  the  basic  tenets  of  eti- 
quette, and  let  he  whose  ball  is  away 
to  play  first.  But  what  is  the  first 
question  asked  on  the  first  fairway, 
after  tec  shots  (and  mulligans)  have 
been  struck?  "We  rollin'  'em?" 

The  high  priests  of  golf  have 


inveighed  against  the  apostasy  of 
winter  rules,  preferred  lies,  or 
"rollin'  'em"  from  every  pul- 
pit for  generations.  Yet  these 
edicts  have  been  even  more 
ignored  than  the  papal 
encyclical  Humanae  Vitae. 

Originally  designed  to 
give  golfers  a  nice  piece  of 
turf  to  play  from  in  the 
sparse-growing  winter 
months,  "winter  rules"  now 
cover  365  days  a  year.  Dew 
on  the  grass?  Winter  rules. 
Been  too  hot,  and  the  turf  is 
hard-baked?  Gotta  roll  'em. 
Fairways  been  aerated  in  the 
last  six  months?  Hell,  hardly 
worth  playing  if  you  can't  roll 
the  ball  a  little.  At  my  club  in 
Atlanta,  I  w  as  always  amused 
bv  the  fact  that,  even  in  mid- 


summer, when  the  course  was  at  its 
peak,  we  played  tournaments  under 
lift,  clean  and  place  rules.  I  once  was 
bold  enough  to  ask  why,  and  an  old 
member  smiled.  "Probably  because 
everyone'll  roll  'em  anyway." 

No,  not  only  do  we  choose  to 
ignore  the  rules,  we  tend  to  remain 
blissfully  ignorant  of  the  finer 
points  of  the  law.  This  is  so  when 
we're  faced  with  a  particularly  diffi- 
cult situation,  such  as  where  do  I 
drop  after  getting  relief  from  an 
immovable  obstruction  next  to  a 
hazard  on  the  cart  path... we'll  have 
no  earthly  idea  what  to  do.  So  we 
can  throw  the  ball  into  a  good  posi- 
tion and  hack  on. 

In  truth,  instead  of  being  handed 
down  from  some  Mount  Sinai  Of 
Golf,  the  Rules  are  a  Darwin-esque 
evolutionary  creature  that  must 
either  change  with  the  times,  or 
become  obsolete.  The  U.S.  Golf 
Association  and  the  Royal  & 
Ancient,  as  keepers  of  the  ancient 
flame,  keep  lists  of  rules  questions 
that  pop  up  from  time  to  time  (see 
Decisions)  and  once  every  four  years, 
they  send  committees  to  meet  in 
some  dark,  smoke-filled  room, 
fueled  by  flagons  of  single-malt, 
and  hammer  out  a  trans-Atlantic 
revision. 

Most  of  the  time,  the  revisions 
that  issue  forth  from  this  process  are 
something  less  than  earth-shatter- 


"The  fear  is," says  an  official,  "if you 
allow  golfers  to  touch  the  line  of  putt  that 
they'd  create  a  trough  to  the  hole." 
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Just  watching  guys  trek  across  frozen  glaciers  on  TV 
gives  you  the  chills.  You're  into  more  everyday-type 
challenges.  Like  getting  a  dollar's  worth  of  value  for  every  dollar 
you  spend.  Which  is  why,  if  you're  going  to  spend  it  on  outer 
wear,  you  should  look  for  the  Gore-Tex®  outerwear  hangtag. 

Gore-Tex  outerwear  is  engineered  to  last  years  longer 
than  ordinary  outerwear.  It's  versatile  enough  to  wear  any- 
where, in  any  weather.  And,  of  course,  it's  guaranteed 
waterproof  and  breathable. 

The  truth  is,  you  don't  have  to  be  an  outdoor  fanatic 
to  buy  Gore-Tex  outerwear.  You  have  to  be  a 
quality  fanatic.  For  more  information  on 
Gore™  products,  call  1-800-431-GORE. 
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The  9-1-1  Wood. 
The  perfect  gift  to  get 
you  over  the  river  and 
through  the  woods. 


Introducing  9-1-1  - 
the  ultimate  "Trouble 
Wood"  from  PowerBilt. 
This  club  combines  a 
7  wood  loft  with 
a  5  wood  length  to 
help  golfers  escape 
from  tall  rough  and 
tight  lies. 


Powerfailt 
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ing.  Back  in  the  '80s,  the  Rules 
gnomes  voted  to  allow  us  to  take 
drops  by  merely  holding  out  our 
hands  and  letting  go.  This  replaced 
the  old  method,  which  was  over- 
the-shoulder.  Back  in  1992,  the  last 
time  the  quadrennial  rules  confer- 
ence took  place, 
they  did  a  little 
nip  and  tuck  for 
clarity's  sake,  and 
said  if  you  lean  on 
a  club  when  you 
enter  a  hazard  so 
y  o  u  don't  fall 
down  and  break 
a  leg,  you  won't 
get  slapped  with 
two,  unless  you 
were  slyly  testing 
the  firmness  of 
the  ground  or 
some  such. 

In  general,  the  evolution  of 
change  in  the  Rules  proceeds  slower 
than  the  process  that  transformed 
the  amoeba  into  an  upright  biped. 
Occasionally,  however,  the  joint 


Anglo-American  conference  pro- 
duces some  real  jolts.  In  1952,  for 
instance,  the  single-malt  must  have 
been  especially  strong,  because 
that's  the  year  they  abolished  the 
stymie.  Pre-'52,  if  my  ball  came  to 
rest  on  the  putting  green  between 


"Can  you  imagine,  "gasped  a  senior  USGA 
official,  "how  long  it  would  take  to  complete  a 
round  of  golf  if  we  let  them  (the  PGA  Tour 
players)  tamp  down  all  the  spike  marks?'* 
Yeah,  about  half  the  time  it  takes  while  they 
fix  all  those  imaginary  ball  marks: 


your  ball  and  the  hole... well,  tough 
cookies.  I  didn't  have  to  mark,  and 
you  had  to  figure  out  a  way  to  putt 
around  my  ball,  or  try  a  little  chip  up 
and  over.  The  Brits,  noted  for  their 
drv,  if  not  cruel,  wit,  always  loved 


the  stymie  and  hated  to  sec  it  go.  W< 
logical  Americans  always  hated  it 
even  though  Bob  Jones  attribute! 
his  British  Amateur  win  during  hi 
1930  Grand  Slam  to  a  useful  stymie. 

I  think  it's  obvious  that  Rule  16 
la  is  today's  dinosaur.  I  don't  knov 
what  kind  of  footwear  they  had  bad 
in  the  "ancient  misty  tymes,"  bu 
today,  we  all  wear  spikes.  And 
especially  in  important  tournament 
where  the  committee  likes  to  shav 
the  greens  down  to  the  very  nubs 
the  simple  act  of  walking  across  th 
grass  churns  up  clumps  and  tuft 
and  creases  in  the  turf.  But,  whij 
the  golfer  can  brush  away  sand 
loose  soil,  leaves,  dead  worm 
and  other  trash  and  dig  up  and  fi 
holes,  he  cannot  tamp  down  a  piec 
of  grass. 

A  senior  USGA  rules  official 
when  asked  why  not,  gasped.  "Ca 
you  imagine  how  long  it  would  tak 
to  complete  a  round  of  golf  if  w 
let  them  (the  PGA  Tour  players 
tamp  down  all  the  spike  marks?"  h 
asked.  Yeah,  about  half  the  tim 
it  takes  while  they  fix  all  thos 
imaginary  ball  marks.  Besides,  : 
they  take  too  long,  you  can  slap  'ei 
with  two  for  slow  play.  Nope,  16-1 
is  a  ass. 

Kendra  Graham,  manager  of  rule 
and  competitions  for  the  U.S.  Go 
Association,  has  heard  all  the  spike 
mark  complaint 
but  said  she  sti 
fears  opening 
Pandora's  Box 
golfers  were  a 
lowed  to  tarn 
down  spike  mark 
"The  fear  is  if  yo 
allow  golfers  t 
touch  the  line  ( 
putt  that  they' 
create  a  trough  1 
the  hole,"  sh 
said.  "It  would  pi 
a  lot  of  respons 
bilities  on  the  player  and  take  sport 
manship  out  of  the  game." 

Hmmm.  I  think  the  USGA  hs 
been  hoist  upon  its  own  petan 
If  golfers  are  the  very  paragon  ( 
virtue  that  we  are  supposed  to  b( 
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I  then  why  doesn't  the  USGA  trust 
us  to  differentiate  between  tamping 
down  the  odd  spike-mark  and  goug- 
I  ing  a  trough  in  the  green?  Besides,  we 
I  anarchists  have  been  tamping  spike 
[marks  down  for  years,  despite  the 
■  edict  of  16-1  a,  and  I've  never  seen 
j  anyone  try  to  gouge  a  trough  yet. 

From  time  to  time,  stupid  rules, 
or  stupid  interpretations  of  the  rules, 
turn  up  on  professional  tours.  A  few 
!  years  back  in  San  Diego,  Craig  "The 
Walrus"  Stadler  had  to  play  a  shot 
I  on  his  knees  from  under  a  small  pine 
|  tree.  In  order  to  keep  his  pants  from 
getting  covered  with  dirt  and  sap,  he 
i  laid  down  a  towel  on  the  ground, 
and  was  charged  with  "building  a 
stance"  violating  13-3. 

Down  in  South  Africa,  Nick 
Price  had  his  caddy  move  an  adver- 
I  tising  billboard  that  was  in  the  mid- 
idle  of  the  fairway.  When  his  playing 
partner  opined  that  he  wasn't  sup- 
I  posed  to  do  that,  Price's  caddy  put 
i  the  sign  back  and  Nick  took  line-of- 
!  sight  relief.  The  committee  still 
socked  him  with  two  strokes.  Or 
j  tried  to.  Enraged,  Price  erased  his 
[signature  from  his  scorecard  and 
left.  DQ'd. 

And  who  can  forget  poor  Robert 
De  Vicenzo  back  in  1968,  who 
signed  his  scorecard  for  a  66  instead 
of  the  65  he  fired  on  the  last  day  of 
the  Masters,  a  65  that  he  thought 
was  good  enough  to  tie  with  Bob 
Goalby  for  the  lead,  and  a  65  wit- 
nessed by  millions  on  television, 
thousands  of  fans  lining  the  fairways 
and  by  his  opponent  and  their 
official  scorekeeper.  Nevertheless, 
under  what  was  then  Rule  38-3 
(today  it's  6-6d),  de  Vicenzo's 
incorrect  66  was  accepted  as  his 
final  score,  and  he  lost  by  that  phan- 
tom stroke. 

Nobody  who  was  there,  or  who 
watched  it  on  television,  or  who  has 
seen  the  pictures  of  the  inconsolable 
De  Vicenzo,  head  in  hands,  shoul- 
ders slumped,  can  ever  hold  any 
other  opinion  than  that  Rule  38-3  is  a 
ass... a  idiot,  a? 

James  Y.  B a rt l e tt  stoops  to  con- 
quer, or  at  least  to  impro  ve  /lis  lie. 


THE  DESIGN  FOR  OUR  SHOES 
CAME  FROM  THE  GAME.  THE  STYLE, 
FROM  FIFTH  AVENUE. 


n  ti  game  often  determined 
by  the  slightest  subtleties,  style 
counts.  That's  why  we  import  thread 
from  France  and  leathers  from 
Italy,  England  and  Spain.  Sure, 
it  costs  more 
to  <  rajt  a 
shoe  from 
the  highest 
quality  ma- 
terials, but 
leathei  s  tak- 
en from  mastei  tanners  result 
in  a  shoe  that  looks  just  as  good 
as  it  performs.  Lockstitching  Par- 
isian thread  into  the  soles  keeps 
moisture  \rom  entei  ing  around 
the  base  oj  the  shoe  And  the  all- 


leather  midsole  absorbs  shock,  not 
water,  like  cheaper  cork  midsoles. 
Touring  pro  Gary  Player  seems  to 
appreciate  these  finer  points  -  "I 
have  worn  various  golj  shoes  ...  but 
have  neve i 
worn  a  pan 
that  com- 
pared with 
H  e  a  d  '  s .  " 
So  if  you'i  e 
one  oj  those 

jew  who  knows  there's  more  to  a 
good  game  than  a  perfect  swing, 
we've  got  youi  shoe.  Tor  more 
information  call:  1 -800-888-HEAD. 
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"IVIy  mission  is  to  make  people 
feel  better,  then  collectively  things 
will  change." 

And  why  shouldn't  the  subject  of 
such  weighty  contemplation  be  air- 
line food?  Diana  Fairechild,  a  former 
international  flight  attendant  and  the 
author  of  Jet Smart,  a  hot-selling,  self- 
published  treatise  on  jet  lag,  sounds 
like  a  populist  politician  on  a  roll. 
"There  will  be  enough  of  us  taking 
charge,  not  fearing  that  we  can  get  up 
and  exercise,  not  eating  the  food," 
she  continues.  "At  some  point 
enough  people  will  say,  'No  thanks' 
to  that  chicken  breast,  and  the  air- 
lines will  say,  'Okay,  let's  drop  it!'" 

Wait  a  minute:  drop  the  food? 
Don't  the  airlines  actually  try  to 
entice  us  with  their... er,  fine  cook- 
ing and  finer  selection  of  wines? 
"Truth  be  known,"  Fairechild 
protests,  "that  food  makes  it  harder 

Touring  Pro 

Tirr  iipt  nr  tp  dvtt  to  get  ovcr  iet  lag-  k  s  hard  to  digest 

1J1L  AIll    UI    lJ\iiVfllj     food  at  high  altitudes,  and  serving 

beverages  that  are  diuretics  in  the 
dry  cabin  environment  is  absurd. 
Dropping  the  food  would  save  the 
airlines  money,  and  make  people 
feel  better." 

Food  is  just  one  of  the  many  in- 
flight factors  that  contribute  to  jet 
lag — or  "the  Dragon,"  as  Fairechild 
Exit  "the  dragon":        calls  it  in  her  book.  "The  reason  we 

experience  jet  lag,"  she  writes,  "is 
a  flight  attendant         because  all  our  internal  cycles — 

such  as  temperature,  sleep  patterns, 
tames  jet  lag  sexual  desires,  cravings  for  sweets, 

reactions  to  medications,  suscepti- 
bility to  illnesses,  and  more — are 
disrupted  when  we  travel.  Jet  lag 
forces  every  instrument  in  our 
bodily  orchestra,  from  salivation  to 

  elimination,  to  change  its  tune.  For 

a  while,  our  fleshly  symphony 
By  NEAL  SaNTELMAW         becomes  a  cacophony." 

To  conquer  jet  lag,  then,  the  pas- 
senger must  "face  the  Dragon"  with 
a  properly  prepared  mind  and  body; 


"stalk  the  Dragon,"  by  minimizing 
the  effects  of  cabin  stressors  like 
food,  reduced  airflow,  increased 
radiation,  engine  noise,  and  recircu- 
lated germs  and  tobacco  fumes;  ther 
"tame  the  Dragon"  by  keeping  aii 
travel  stress-  and  exhaustion-free. 

Fairechild's  tips  range  from  the 
obvious  to... the  not-so-obvious.  Feci 
sw  elling  from  low  pressure  at  higr 
altitudes?  "Buy  travel  shoes  whicl 
are  half  a  size  too  big."  Cigarette 
smoke  bothering  you  on  an  interna 
tional  flight?  "Breathe  through  -< 
water-soaked  hanky  and  keep  eyes 
closed."  Feeling  rattled  from  all  tha 
noise?  "Fling  [yourself]  headlonj 
into  the  various  sounds. ..Feel  safe 
knowing  the  origins. ..Listen  to  the 
subtle  rhythms,  too."  And  if  a  foreigr 
government,  such  as  New  Zealand 
insists  on  nailing  you  with  pesticide: 
before  you  deplane,  "clean  luggage 
before  carrying  into  bedroom... [and 
join  the  worldwide  wave  protesting 
pesticide  spray." 

Her  tips  come  as  much  from  expe 
rience  as  from  experts.  The  twair 
don't  always  agree.  For  instance:  sci 
entists,  she  says,  insist  that  passen 
gers  flying  north  or  south  don't  suffe 
from  jet  lag.  But  by  her  owr 
research — which  includes  a  couple 
hundred  round  trips  up  and  down  the 
globe — Fairechild  believes  flyinf 
longitudinally  upsets  the  body': 
water  balance.  "When  we  displace 
ourselves  hemispherically  (by  je 
travel)  from  a  familiar  magnetu 
field,"  she  writes,  "...we  feel  a; 
though  we  have  become  unplugged.' 
Her  advice  to  get  back  on  a  magneti< 
track  after  landing?  "Sleep  in  a  bee 
aligned  with  the  Earth's  north/soutl 
axis,  with  the  crown  of  your  heac 
towards  the  North  Pole." 

Gotcha. 

Take  her  advice  or  leave  it 
Fairechild,  49,  at  least  knows  how  te 
handle  those  long,  internal  clock-jar 
ring  trips.  Hired  fresh  out  of  college 
by  Pan  Am  in  1966,  she  spent  21 
years  as  an  international  flight  atten 
dant,  or  stewardess,  or  "stew,"  as  the\ 
used  to  be  known  in  the  trade.  He 
primary  flight  pattern  was  across  the 
Pacific,  but  also  around  the  globe 
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i  lonolulu  to  Tokyo  to  Hong  Kong  to 
Bangkok  to  Delhi;  then,  "depending 
on  world  wars  and  things,"  either 
Karachi,  Beirut  or  Istanbul;  then  on  to 
Frankfurt,  London,  L.A.  and,  finally, 
Honolulu  again.  The  route  would 
take  eight  or  nine  days,  and 
Faireehild  flew  it  over  100  times. 

Ask  her  about  the  old  days,  when 
stewardesses  had  that  eertain 
something,  and  Faireehild  gets 
dreamy.  "It  was  a  different  thing," 
she  gushes.  "We  had  five  fittings  for 
our  designer  uniforms.  Make-up 
artists  would  come  in.  We  would  go 
around  the  world  and  stay  in  Pan 
Am-owned  hotels.  We  were  met  by 
limousines  at  the  airport,  treat 
ed  very  elegantly." 

And  now?  "I  was  read- 
ing in  Frequent  Flyer 
magazine  the  other  day 
about  a  new  plane 
called  the  BAe  Jet- 
stream 41.  And  in  that 
plane  the  flight  atten- 
dants' jumpseats  are 
in  the  lavatory."  She  | 
busts  out  laughing  at 
the  ridiculousness  of  it 
all.  "I  think  the  mentality 
of  how  airlines  fee 
about  flight  attendants 
now  could  be  summed  up 
in  those  jumpseats." 

Even  in  the  glory  days  of 
the  '60s  and  early  '70s,  flight- 
attending  was  no  easy  thing. 
And  the  job  only  got  worse 
after  deregulation,  as  the  airlines 
began  cramming  in  seats  and  cutting 
out  crew.  "I  often  thought  of  us  as 
like  football  players,"  she  recalls, 
"like,  once  you've  been  through  this, 
you  can  do  anything." 

Well,  an  airplane  cabin  ain't  no 
gridiron.  But  schlepping  drinks  and 
pleasing  passengers  can  certainly  be 
more  rigorous  than,  say,  sitting 
behind  a  desk  all  day.  Among  the 
common  ailments  Faireehild  says 
flight  attendants  endure  are  black- 
and-blue  thighs  from  bumping  arm 
rests  along  narrow  aisles;  saggy- 
baggy  eyes  from  long  hours  and  lack 
of  sleep;  "jet  belly,"  from  having 
their  intestines  forced  down  while 


walking  around  after  take-off;  and 
repetitive  stress  injury  from  pushing 
food  carts,  which  have  handles  that 
must  be  depressed  in  order  to  move 
them.  And  flight  attendants  suffer 
the  same  cabin  stresses  that  passen- 
gers do,  only  they  have  to  deal  with 
them  standing  up. 

Then  there  are  the  passengers 
themselves,  and  their  various  eccen- 
tricities. "There  was  always  the 
drunk,"  recalls  Faireehild,  "always 
someone  smoking  where  he 
shouldn't  be,  always  some  kind  of 
discipline  thing  going  on. 
It's  not  unheard  of  for  an 


Flight  attendants  suffer  the  same  stresses  as 
passengers,  only  they  have  to  deal  with  them 
standing  up.  Then  there  are  the  passengers... 


"Irate"  or  "Previously  Mishandled" 
passenger  to  punch  out  a  flight 
attendant.  That  never  happened  to 
Faireehild,  but  once  a  huffy,  Type-A 
American  businessman  started 
launching  cocktail-napkin  spitballs 
at  her  when  she  wouldn't  give  him 
more  attention. 

Passengers  from  the  South  Pacific- 
were  always  "unusually  sweet  and 
kind."  Touring  Japanese  men  used 
to  take  their  pants  off  and  sit  through 
the  flight  in  their  underwear.  And 
Australians  were  the  heaviest  of 
heavy  drinkers:  "You'd  come  around 
and  they'd  order  three  beers  and  two 
bourbons  each,  right  off  the  bat." 

Pleasing  passengers  isn't  the  only 


thing  the  cabin  help  has  to  worr} 
about.  "The  primary  responsibility 
of  a  flight  attendant  is  to  handle  ar 
emergency,"  says  Faireehild 
"That's  always  on  your  mind."  Anc 
for  good  reason:  while  a  pilot  niigh 
have  to  memorize  the  emergency 
procedures  for  just  one  type  of  plane 
flight  attendents  have  to  know  al 
airline's  entire  fleet.  The  owger 
bottle,  for  instance,  might  be  in  one 
place  on  a  DC-10,  in  another  on  ; 
DC-10-10,  in  another  on  a  747,  anc 
in  yet  another  on  a  747-400. 

Prepare  to  be  shocked:  Faire 
child  admits  that  flight  attendant; 
do  only  as  well  as  they  can 
"When  I  was  with  Pan  An 
they  gave  us  this  emergency 
training,  and  it  wa: 
'kk  known  that  nobody 
I  could  memorize  al 
f  this  stuff,"  she  recalls 
"The  guy  who  woulc 
"  teach  it  would  stamp  hi: 
foot  when  he  said  some 
thing  that  was  going  to  b( 
^  on  the  test,  and  that's  hov 
|we  all  got  through  it." 

Faireehild  was  perma 
P  nently  grounded  back  ir 
f  1987,  a  casualty,  she  says,  o 
too  many  pesticide  dousing: 
faraway  lands.  Whatever— 
now  she's  living  the  good  life  ii 
rural  Maui,  relaxed  and  refreshed 
orders  for  her  book  pouring  in  ove 
the  phone.  Whether  or  not  you'J 
be  partial  to  some  of  her  New  Age 
rhetoric.  Jet  Smart  is  full  of  usefu 
tips  for  faraway  flyers.  (You  can  orde 
one  for  $14.95,  shipped.  Call:  800 
524-8477.)  She  says  she's  working  or 
a  second  book,  though  she  won't  tel 
us  the  subject. 

So,  we  asked,  if  flight  attendant: 
are  so  harried  and  stressed,  how  car 
our  impatient  business  traveler-read 
ers"get  some  satisfaction  at  35,00$ 
feet?  Well,  she  told  us,  not  by  snap 
ping  your  fingers.  "The  secret  of  hov 
to  get  what  you  want  out  of  a  stew 
ardess  is  to  acknowledge  how  bus> 
they  are,  and  say  something  like 
'When  you  have  a  little  time,  may 
have  this?"  If  you  ask  like  that,  you'l 
jump  to  the  head  of  the  line."  38 
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N  e  v  e  r    m  i  s  s 


a n other    O . 


There's  a  lot  to  gain  with  the  new  Olympus 


IS-2:  a  superb 


ED  glass, 


iff e rent  £ 


16-element  lens  with 
^3 5-13 5mm  zoom 
"J^^  capability,  7 
creative  expo- 


sure  modes,  plus  %J  ly  1 1 1|J  LtO 

photos  with  superior  clarity,  contrast,  and  color. 
Of  course,  you  also  have  a  lotto  lose:  a  couple  of 
pounds  of  extra  lenses  and  all  your  old  precon- 


AN  AMERICAN  LEGACY 

Sam  Strang,  a  Virginia  native,  is  a  sports  marketing  executive  who  ardently  follows  American  politics.  He  carries  the  Coach  Diplomat  Briefcase, 
No.  5353,  $496,  made  with  an  inside  organizational  panel,  a  solid  brass  combination  lock  and  fine  natural  leather  that  becomes  more  beautiful 
vvith  time.  To  order,  or  for  a  complimentary  catalogue,  call  800  262-2411.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 


(excessories-his) 


ccum 


others  engage  in  heli-skiing,  and  Christmas  shopping  the  day  after 
Thanksgiving;  you  lounge,  stocking-footed,  by  the  fire  and  the  VCR. 
As  for  jibes  about  your  "cold  feet"  and  your  unwillingness  to  brave 
the  elements?  Tell  them  to  put  a  sock  in  it.  -  M  a  rk  Grischke 


Left  to  right:  Wool  boot  sock,  $17.50,  by  Polo/Ralph  Lauren  Hosiery,  at  Macy's,  New  York;  Nordstrom,  Seattle;  and 
select  Blooming-dale's.  Ribbed  cotton  sock,  $19.50,  at  Paul  Smith,  New  York,  212-627-9770.  Cashmere  argyle  sock, 
9,  at  Paul  Stuart,  New  York,  800-678-8278.  Ribbed  cashmere  sock,  $125,  at  Sulka,  New  York,  Chicago  and 
erly  Hills.  Cotton/nylon  sock  by  Whyte  &  Smith,  $18,  at  New  Republic  Clothier,  New  York,  212-219-3005. 
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ARE  TRADEMARKS  OWNED  8Y  V&S  VIN  &  SPRIT  AB^1993  V&S^/t (J & T  AB  I^POfH"! D  B Y  C AR I UJ] N^iMPO RTER S ,^LT[X 'tEAN tC K ,  N J. 


AUDEMARS  PIGUET 

The  master  watchmaker. 


Manual  m<  <vement. 


'epeater  watch  with  Jumping  Hours. 


Audemars  Piguet  has  written  some  of 
the  most  important  chapters  in  the 
last  century  of  watchmaking  history, 
honouring  the  philosophy  of  its 
founders,  Jules  Audemars  and 
Edward  Piguet :  always  innovate, 
always  excel. 


It  has  stayed  in  step  with  changing 
times.  But  the  tradition  remains  true,  jj 
The  company's  total  commitment  to  this 


The  Dual  Time  The  first  wristwatch  ever  to  indicate  two 
time-zones  by  means  of  a  single  automatic  movement 


philosophy  has  enabled  our  master  watch- 
makers to  create  some  of  the  greatest  mecha- 
nical watches  ever  made. 
It's  more  than  a  craft.  It's  a  passion. 


They  use  skills  and  secrets  passed  down  fron 
generation  to  generation,  most  often  fron 
father  to  son. 

Each  of  the  watches  displayed  here  is  totalh 
different,  totally  distinctive  in  style  and  func 
tion,  yet  they  share  unsurpassed  expertise. 


The  Star  Wheel  Three  superimposed  sapphire  discs  reveal  the  hou 
minutes  are  displayed  graduated  along  the  arc  of  a  cira 


They  are  all  individual,  hand-assembled  piece? 
destined  for  a  limited  and  demanding  circle  c 
connoisseurs  for  whom  an  Audemars  Pigue 
watch  becomes  a  collector's  piece  the  day  i 
is  made. 


The  first  Tourhillon  wristwach  with  automatic  moveme, 

The  smallest  ever  mat 


AUDEMARS  PlGUET 

The  master  watchmaker. 


JBSes 


The  original  Automatic  Petpetual  Calendar,  a  masterpiece  as  yet  unrivalled  in  the  world. 


Our  master  watchmakers  have  always  been 
a  little  ahead  of  their  time. 


700  fifth  Avenue  (corner  of  55th  street)  new  York,  ny  10019 

For  information  and  catalog,  please  write  or  call.  212-397-9000 
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by  F  u  ii  d  e  rick  Waterman 

I  i.  L  u  s  r  it  a  r  ions   is  v  L  o  it  In  Lom;. 


A  hardy  bund  of 
not-so-p r  o p e r  B< >  s  t  o  n ian s 

is  parrying,  on  the 
sacred  art  of  st  ory  Veiling. 


T 

^^^^  e  v  e  r  a  I 


evera I  years 
ago,  at  a  small  shop  in  Paris. . . "  No,  too 
pedestrian. 

"Down  a  little.  Street  in  Paris...  " 
Sounds  like  a  tourist  guide. 

"On  a  small  side  street  in  Paris,  near 
one  of  the  boulevards. . . "  Closer. 

"Down  a  small  side  street  in  Paris,  off 
the  Boulevard  Montparnasse,  there  is  a 
curious  little  shop ..."  Got  it,        '.> . 


"Sir?" 

Startled,  you  turn  away  from  your  office  window. 

"Yes?" 

"Here  are  the  Michigan  contracts.  Also,  Mr.  Withers 
is  on  line  two;  he  wants  to  talk  about  his  will  again.  And 
the  new  partner  says  his  office  isn't  big  enough." 

You  slip  Paris  into  a  mental  pocket  and  spread  out  the 
contracts  on  your  desk. 

"Thanks.  And  I  think  that  our  new  partner  deserves  a 
new  client — put  Mr.  Withers  through  to  him." 

"With  pleasure." 

t  six  o'clock,  you  leave  the  office  and 
trudge  through  the  snow,  across 
Boston  Common.  You  walk  down  an 
alley  to  a  locked  door  and  press  a  but- 
ton labeled  "Rats."  A  buzzer  sounds,  and  you  enter. 

At  the  bottom  of  the  rickety  stairs,  you  hear  faint 
laughter;  by  the  second  flight,  the  hum  of  voices;  by  the 
third  flight,  you  hear  words  and  the  crackle  of  the  wood- 
burning  stove.  "There's  a  man  who  needs  a  martini."  a 
voice  says,  and  a  glass  is  pressed  into  your  hand.  You've 
reached  the  haven  of  the  India  Wharf  Rats. 

The  two-room  brick  garret  feels  like  an  old  sailor's 
den.  Pictures  of  schooners  and  frigates  line  the  walls, 
a  miniature  L/.S.S.  Constitution  sits  on  a  window  ledge, 
and  a  yellowed  Old  Glory 
with  two  bullet  holes  hangs 
high  above  a  battered 
piano.  The  dining  table 
is    long,    narrow  and 
warped — there  isn't  an 
even  spot  on  it.  Down  the 
middle  are  a  dozen  lit  can- 
dles, dripping  onto  wax- 
shrouded  gin  bottles. 

This  is  the  rustic  draw- 
ing room  of  the  India  Wharf 
Rats.  Here,  after  dinner, 
brandy  is  poured  and  cigars 
are  smoked  —  it  is  the 
raconteurs'  time.  But  if  you 
dine  with  the  Rats  you 

must  sing  for  your  supper,  and,  be  warned,  you  had 
better  be  good. 

"Shortly  after  the  end  o  f  the  Crimean  War,  I  was  invited  to 
the  estate  of  the  Contessa  Rochefort. . .  " 

"In  the  last  years  of  my  mother-in-law 's  regime. . . " 

"//  was  off  the  coast  of  Swans  Island  in  Maine. . . " 

One  by  one.  the  Rats  stand  and  deliver  the  memo- 
rized misadventures  of  Captain  Carstairs,  Willard 
Freethy,  Mr.  Bangs  and  others.  For  one  night  a  month, 
the  Rats  step  back  a  century,  when  entertainment  began 
not  with  the  push  of  a  button  but  with  a  chair  being 
pushed  back. 

From  the  head  of  the  table,  one  Rat  calls,  at  random, 
the  names  of  Rats  and  guests.  Stories  are  best  when  sea- 


Stories  are  best  when  seasoned 
with  an  accent ,  and  so  Down  East,  Proper 
Brit,  Scottish,  and  French-Canadian  are 
followed  by  Cockney,  Yiddish,  German  and 

Caribbean.  If  the  DN  had  a  sense  of 
humor,  this  is  what  it  would  sound  like. 


soned  with  an  accent,  and  so  Down  East,  Proper  Brit 
Scottish,  and  French-Canadian  are  followed  b} 
Cockney,  Yiddish,  German  and  Caribbean.  If  the  U.N 
had  a  sense  of  humor,  this  is  what  it  would  sound  like. 

You  are  a  guest,  and,  as  you  listen  for  your  name,  youi 
story  keeps  looping  through  your  mind.  "Relax!  Be  con- 
fident!"— a  voice  says  inside  your  head.  "You're  going  tc 
botch  it!" — another  voice  answers.  Casually,  you  wip< 
your  palms  again  on  a  napkin.  And  you  wait. 

The  Rats'  tastes  run  to  wing  tips,  blue  chips  and  Ton 
Clancy,  but  they  are  gentlemen  with  a  touch  o 
court  jester. 

"We  are  a  very  civilized  bunch  of  fellows."  savs  Ra 
Berlin,  a  member  of  the  publicity-shy  group,  "and  per 
haps  the  India  Wharf  Rats  evolved  because  of  that  oU 
Puritan,  Boston  Brahmin  ethic.  They  needed  a  plac< 
they  could  go  and  shed  their  Boston  skins." 

In  1886,  two  Boston  lawyers  named  Wheelwright  anc 
Butler  were  walking  the  docks  of  India  Wharf,  searchin; 
for  witnesses  on  a  case.  They  entered  a  building  w  hen 
old  sea  captains  liked  to  sit,  looking  out  over  the  harbor 
telling  yarns  and  singing  chanteys.  Wheelwright  an< 
Butler  recognized  a  good  thing  and  engaged  rooms,  thei 
persuaded  a  collection  of  entertaining  friends  with  "gas 
tronomic  taste"  to  join  them  for  regular  dinners.  Thu 
were  born  the  India  Wharf  Rats. 

As  you  look  around  t h < 
table,  perhaps  half  of  the  4: 
current  members  are  pre 
sent.  Among  them  are  a  for 
mer  lieutenant  governor 
the  head  of  one  of  Boston' 
top  law  firms,  and  a  minis 
ter  who  runs  missions  ii 
rural  Canada.  No  onj 
applies  to  the  Rats:  here 
the  office  seeks  the  man 
The  usual  passwords  ti 
clubs — w  ealth,  position  am 
power — fail  to  impress 
Instead,  if  a  guest  tells 
good  story,  he  might  b 
invited  back.  If  he's  a  sue 
cess  at  three  or  four  dinners,  he  might  get  a  phone  call  ii 
May,  telling  him  to  get  his  dues  paid  up. 

You  listen  to  the  stories  of  "Nanny  Plums"  and  "Th 
Citroen,"  and  the  saga  of  "The  Contessa  Rochefort  an 
Tim  Rogan."  No  one  stumbles  or  searches  for  w  ords 
You  wait  and  worry. 

True  New  Englanders,  the  Rats  revere  tradition 
Upon  arrival,  every  member  exhanges  his  suit  jacket  fc 
a  cook's  apron;  every  dinner  starts  with  chowder  (th 
recipe  debate  of  fried  bacon  vs.  salt  pork  occasionall 
flares);  and  hearty  fare  is  always  served  (ratatouille  ha 
yet  to  reach  the  menu).  Along  one  wall  are  100-plus  pic 
tures  of  deceased  members.  "The  point  of  it  all,"  note 
one  of  the  oldest  members,  "is  to  stav  off  the  wall." 
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The  Rats  could  be  any 
group  that  ever  gathered 
around  a  campfire  or  during 
evening  watch  at  sea.  Voices 
at  night,  spinning  tales.  That's 
the  way  it  always  was. 

Not  a  word  of  The  Iliad  or 
The  Odyssey  was  written  down 
by  Homer,  who  recited  the 
epic  poems  from  memory 
because  he  lived  in  pre-liter- 
ate  Greece,  at  about  1000  B.C. 
Six  hundred  years  later, 
Socrates  was  upset  by  the  new 
fad — writing — that  threatened 
the  storytellers'  tradition.  He 
declared:  "The  discovery  of 
the  alphabet  will  create  forget- 
fulness  in  the  learners'  souls 
because  they  will  not  use  their 
memories."  (May  the  ghost  of 
Socrates  never  hear  of  satellite 
dishes  and  VCRs.) 

"Raconteurs,  way  back  in 
the  tribal  days,  kept  the  histo- 
ry of  the  tribe,"  says  Rat 
Woodard.  "The  Incas,  for  example,  had  no  writing, 
so  things  were  passed  on  by  telling  stories  and 
singing  songs." 

In  the  British  Isles,  several  13th-century  entre- 
preneurs opened  storytelling  schools.  On  the  Continent, 
bards  and  minstrels  controlled  the  story  market  for  a  few 
centuries  but  were  put  out  of  business  by  literacy  and 
Gutenberg's  printing  press.  Ivan  the  Terrible,  who 
enjoyed  the  full  privileges  of  a  tyrant,  kept  his  own 
"Late,  Late  Show" — three  storytellers  were  always  on 
hand  to  while  away  his  insomnia.  Today,  Ivan  would  be 
clicking  his  way  through  63  cable  channels.  And  that,  the 
Rats  feel,  is  the  problem. 

"TV  is  instant  gratification,  providing  constant  noise 
and  requiring  no  reaction,"  says  Rat  Dane.  "You  just  lie 
there,  and  it  all  gets  thrown  at  you.  What's  satisfying 
about  watching  a  television  show?  Nothing.  And,  you 
haven't  done  anything  to  make  someone  else  feel  good. 
It's  a  real  joy  to  work  on  a  story  and  then  have  a  group  of 
people  enjoy  it." 

The  Rats  value  stories  (quaint  or  bawdy),  songs  (same 
option)  and  even  sentimental  poems.  A  locker-room 
one-liner,  if  tried,  would  play  to  stony  silence.  You,  at 
least,  did  not  make  that  mistake.  You  did  research;  you 
were  prepared. 

"Ninety  percent  of  what  you  hear  these  days  is  sound- 
bite humor,"  according  to  Rat  Rowland.  "There  were  a 
ton  of  jokes  about  Pee  Wee  Herman,  but  those  gags  are 
all  forgotten  because  they're  only  funny  while  the  picture 
is  still  fresh.  The  punch  line  is  everything,  and  it's  less 
funny  the  second  and  third  time  you  hear  it. 


"I've  heard  some  stories  a 
dozen  times  and  I  hope  I  hear 
them  another  dozen,"  says 
Rowland.  "A  good  storyteller 
is  entertaining  the  entire  time 
he's  on  his  feet.  He  might  give 
you  10  or  15  laughs  before  he 
gets  to  the  end." 

"A  raconteur  is  someone 
who  takes  an  ordinary  recount- 
ing and  makes  a  marvelous 
tale  out  of  it,"  says  Rat 
Humphrey.  "So  many  people 
hear  a  story  and  just  spit  it 
back  out  the  way  they  got  it. 
There's  the  difference;  they 
aren't  having  fun  thinking 
about  it." 

"You  take  a  three-line  story 
that  has  no  meat  on  it  and  you 
flesh  it  out,"  explains  Row- 
land. "With  a  story,  as  opposed 
to  a  quick  joke,  you  need  to 
have  real  people  in  real  places. 
Instead  of:  'This  guy  said  ...', 
it's  'Willard  Freethy  was 
standing  behind  the  counter  at  his  general  store  up  in 
Center  Harbor...'  You  personalize  a  story  so  that  it's 
totally  believable.  Then  you  figure  out  how  to  get  a  few 
chuckles  as  you're  going  along  and  work  on  the  dialect 
and  phrasing.  Everything  has  to  sound  as  if  it  happened 
this  morning  and  you  were  right  there  watching  it." 

During  the  plague  of  political  correctness,  all  humor 
has  been  under  suspicion.  Attitudes  and  punch  lines, 
even  inflections,  are  rigorously  scrutinized  by  the  move- 
ment's hilariously  grim-faced  soldiers. 

"I've  heard  people  say  it  wasn't  politically  correct  to 
tell  stories  in  dialects,"  says  Rat  Brewer,  "that  it  was 
making  fun  of  someone's  accent  and  not  a  nice  thing  to 
do.  But,  the  fact  that  we  all  speak  differently  is  part  of 
the  richness  of  life." 

Tastes  change  and  what  was  boffo  for  Chaucer, 
Shakespeare  or  Mark  Twain  might  not  elicit  a  smile 
today.  A  few  centuries  make  a  difference.  Or  even  a 
few  years. 

"I  try  to  avoid  any  really  ethnically  pejorative  stories," 
says  Humphrey.  "I'm  just  not  as  amused  by  that  as  I 
used  to  be.  It's  not  that  I'm  any  Great  Democrat,  but,  in 
our  world  today,  those  things  aren't  as  funny  as  they 
were  once  perceived  to  be." 

The  raconteur's  image  is  tied  to  men's  clubs  and 
English  drawing  rooms  ("I'm  reminded  of  a  time  back  in 
India..."),  but  there  have  been  some  extraordinary 
exceptions.  Fiction's  finest  storyteller  was 
Scheherazade,  whose  life  was  spared  for  1,001  Arabian 
nights  because  the  enthralled  king  wanted  to  hear  the 
end  of  each  story.  In  1816  in  Switzerland,  four  English 


The  Importance  of  Truth 


The  Welsh  actor  Richard  Burton, 
while  entertaining  guests  aboard  his 
yacht,  once  told  how  his  father  lost  a 
leg  in  a  mining  accident  under- 
ground, but  nevertheless  carried  on 
cutting  coal  until  retirement,  and 
remained  as  strong  as  a  pit  pony  and 
an  awesome  drinker.  Fellow  coun- 
tryman and  actor  Stanley  Baker,  also 
a  guest  on  board,  listened  with 
mounting  annoyance  and  disbelief 
until  he  burst  out:  "That  wasn't  your 
father,  you  bastard — that  was  mine!" 

Burton  turned  to  him  and  said 
calmly:  "What  does  it  matter  whose 
father  it  was?" 

-  from  "Burton  Stories" 
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Noel  Coward 

(If  Fred  Astaire  were 
a  raconteur  ...) 

Ar temus  Ward 


Ar temus  Ward 

(Admired  by  Twain  as  a 
lover  of  words  and  the  master 
of  the  pause.) 

Lad v  Tree 

(During  the  Boer  War 
began  performances  by  saying: 
"Now,  I  want  you 
all  to  picture  me  as  a  very 
old  cab  driver.") 


Damon  Rvnyon 

(Hung  out  with  Broadway's 
gamblers,  then  turned 
.    them  into  Guys  And  Dolls.) 

Voltaire 

(Pursued  conversation  with 
the  same  style  as  he  went  deer- 
hunting,  which  he 
always  did  from  a  carriage..) 

Robert  Bencklev 

"  (The  least  venomous  of 
the  Algonquin  Round  Table's 
sophisticates  and  the  best 
storyteller.) 

Samuel  Johnson 

(One  of  the  supreme  talkers 


in  history,  he  thought  a  man's 
|    understanding  was  "justly  mea- 
sured by  his  mirth.") 

Oscar  Wilde 

I    (Winston  Churchill  intended  to 
J?    spend  the  first  millenium  of  his 
afterlife  listening  to  Wilde.) 


Brendan  Behan 

(Occasionally  delivered 
four-  or  five-hour  monologues 
in  bars  or  drawing  rooms.) 

David  Niven 

(As  he  told  stories  of  British 
military  idiots,  "his  eye  became 

a  terrible  kind  of  blue,  and 
grew  in  size  at  the  expense  of 
the  other" —  Peter  Ustinov.) 

Mark  Twain 


Will  Rogers 

(Nicknamed  "Rabbit," 
because  "anyone  who  gabbed 
as  much  as  I  did  had 


travelers  agreed  that  each  would  make  up  a  story  for  the 
others'  entertainment — the  contribution  from  18-year- 
old  Mary  Shelley  was  Frankenstein. 

Raconteurs  are  always  alert  for  good  material  and  the 
Rats  listen  carefully  to  each  other,  eager  to  steal  the  best 
stories  and  perform  them  elsewhere. 

"Rat  Roberts"  comes  the  call  from  the  head  of 
the  table. 

A  call,  lean  man  stands  up  and  slowly  takes  a  sip 
of  brandy. 


inside,  and  then  Blue  got  hold  of  some  of  that  burnt  horse  flesh. 

"'But,  Henry,  how  did  the  house  catch  on  fire?' 

"'Well,  sir,  it  was  the  candles.  They  caught  onto  the  cur 
tains. ' 

"'Candles'.  Henry,  we've  never  allowed  candles  in  the  houst 
Why  wi  re  they  lit?' 

'"Well.  sir.  the  candles,  they  were  ringed  all  around  the  coj 
fin.' 

"'The  coffin!  My  God,  who  died?' 

"'Well,  sir,  it  was  you 


"Mr.  Jonas  P.  Beauregard 
was  the  owner  of  a  thousand- 
acre  farm  in  the  Carolinas, " 
Roberts  begins,  in  the 
drawled  cadence  of  a 
Southerner.  "One  spring,  he 
was  called  away  to  New  York 
for  business.  More  than  a 
month  went  by  before  he  could 
get  home.  When  he  arrived  at 
the  train  station,  his  foreman, 
Henry,  was  there  to  meet  him. 

"'It's  a  pleasure  to  see 
you,  sir. ' 

"'It's  always  good  to  be 
back,  Henry.  Any  news?' 

'"No,  sir,'  said  Henry 
as  he  started  the  car.  '  There 
ain't  been  no  news.  It's  all 
been  quiet. ' 

"They  drove  for  a  ways 
before  Henry  said,  hesitantly. 
'Well,  sir,  there  is  one  piece  of 
news.  And  I'm  afraid  it's 
sad.'"  Roberts  drawl  turns 
mournful.  "'It's  about  your 
dog.  Blue.  He  died. ' 

"'Blue!'  said  Mr.  Beau- 
regard. 'Why,  when  I  left,  he 
was  chasing  rabbits  and  keep- 
ing the  cat  up  in  the  apple  tree. 
How  did  he  die?' 

'"Well,  sir,  it  was  from 
eating  burnt  horse  flesh. ' 

"'Henry,  how  did  he  get 
ahold  of  that?' 

'"Well,  sir,  it  was  after  the  barn  burned  down.  You  see, 
some  of  the  horses  were  killed. ' 
'"Some  of  them?' 

'"Well,  most  of  them.  sir.  I'm  afraid  you  lost  all  the 
Tennessee  walkers  and  all  but  two  of  the  quarter  horses. ' 

"Mr.  Beauregard  was  stunned.  After  some  minutes,  he  said, 
'Tell  me,  Henry,  how  did  the  fire  start?' 

'"Well,  sir,  it  was  the  sparks — they  flew  from  the  house. ' 

" ' The  house?  W  hat  are  you  saying — the  house  burned?' 

'"Yes,  sir,  that's  how  it  all  began.  The  house  caught  on  fire, 
the  sparks  flew  to  the  barn,  some  of  the  horses  were  caught 


Advice   r  r  o  m  Twain 


"The  humorous  story  is  American,  the 
comic  story  is  English,  the  witty  story  is 
French.  The  humorous  story  depends  for 
its    effect    upon    the    manner    of  the 
telling... [it]  may  be  spun  out  to  great 
length,  and  may  wander  around  as  much 
as  it  pleases,  and  arrive  nowhere  in  par- 
ticular; but  the  comic  and 
witty  stories  must  be 
brief  and  end  with  a 
point.  The  humorous 
story    bubbles  gently 
along,  the  others  burst. 

"The  humorous  story  is 
strictly  a  work  of  art- 
high  and  delicate  art —  J' 
and  only  an  artist  can  tell  it;  but  no  art  is 
necessary  in  telling  the  comic  and  the 
witty  story;  anybody  can  do  it. 

"The  humorous  story  is  told  gravely;  the 
teller  does  his  best  to  conceal  the  fact  that 
he  even  dimly  suspects  that  there  is  any- 
thing funny  about  it...." 

— from  Twain's  essay 
"How  To  Tell  A  Story" 


mother-in-law.  It  was  a  tern 
ble  thing. ' 

'"She  had  the  constitution 
of  a  mule!  What  killed  her?' 
'"It  was  the  shock,  sir. ' 
"'The  shock  of  what?' 
"'Well,  sir,  it  was  th 
shock  of  your  wife  runnin 
away  with  the  chauffeur. ' 

"Mr.  Beauregard  wa 
speechless,"  Roberts  say 
slowly,  clearly  touched  b 
Beauregard's  sorrow 
Then,  after  a  pause  of  sev 
eral  seconds,  he  adds: 

'"But,  outside  of  that,  si) 
and  your  dog  Blue,  there  ain 
been  no  news. "' 

Roberts  does  not  smil< 
He  just  takes  another  si] 
of  brandy  and  sits  down. 

You  hear  your  name 
"Don't  rush.  Be  cool."  ycj 
tell  yourself.  You  stand  uf 
casually  push  your  chai 
under  the  table  and  pre 
tend  you  are  all  alone 
looking  out  your  offic 
window.  The  story  work; 
Five  minutes  later,  yo 
sit  down  to  the  soun 
of  applause. 

"Nice  work,"  a  voic 
says. 

"Thanks." 

At  the  end  of  dinner,  after  the  stories  are  done  ani 
the  candles  put  out.  the  Rats  always  linger  a  little  befor 
heading  back  down  the  stairs,  down  to  the  20th  century 

And,  you  hope  that  as  they  turn  up  their  collars  an 
walk  through  the  snow,  the  India  Wharf  Rats  are  repeal 
ing  to  themselves: 

"Down  a  small  sidestreet  in  Paris,  off  the  Boulevar 
Montparnasse,  there  is  a  curious  little  shop.. .  " 

Frederick  Waterman  thinks  of  himself,  with  some  Justin 
as  "The  Bard  Of  Scituate"  (Mass.).  He  hopes  to  restore  th 
oral  tradition  to  tin  New  World. 


FORBES 


FYI 


The  Greatest 
Living  Raconteur 

Actor,  playwright,  linguist,  mime — 
Peter  Ustinov  is  a  one-man  dramatis  personae. 


A 


conversation 
kith  Peter  Ustinov  is 
prowded  with  other 
ipeople. 

Ronald  Reagan  and 
Margaret  Thatcher 
appear,  then  Winston 
Churchill.  God  and  St. 
Peter  show  up,  fol- 
lowed by  Tolstoy, 
Harold  Lloyd  and  Jack 
Benny.  A  pro  wrestler 
and  a  Romanian  cab 
driver  living  in  Canada 
do  cameos,  along  with 
numerous  others. 
Talking  with  Ustinov- 
is  like  being  with  a 
clever  friend  as  he  wan- 
ders through  a  cos- 
tume shop,  trying  on 
the  masks. 

"Imitation  has  noth- 
ing to  do  with  the  externals,  really,"  he  says;  "they  come 
later.  It's  imitating  the  mentality,  so  it's  much  more  sub- 
tle, much  more  complicated.  You  can't  do  Ronnie 
Reagan  without  getting  inside  all  of  that  endless  fidget 
and  desire  to  please,  that  ingratiating  kind  of..."  He  hes- 
itates, searching  for  the  best  word,  then  chooses  an 
image:  "If  he  were  a  little  dog,  he'd  be  licking  you  all  the 
time,  which  would  drive  you  mad.  And  Mitterrand,  for 
instance,  is  a  big,  kind  of  visible  grey  eminence,"  says 
Ustinov,  straightening  himself  into  the  French  presi- 
dent's dour  detachment. 

It  is  easy  to  argue  that  Ustinov  is  the  world's  finest 
living  raconteur.  Along  with  a  lethal  gift  for  mimicry,  he 


is  a  linguist  who  lifts 
accents  from  every- 
where, including  the 
eight  languages  he 
speaks;  as  a  playwright, 
he  can  provide  the  right 
dramatic  touches  for 
a  story;  and,  as  an  actor 
he  has  earned  two 
Oscars;  so,  the  deck  is 
stacked  rather  heavily  in 
his  favor. 

One  night  in  New- 
Zealand,  Ustinov  had  to 
prove  exactly  how  good 
he  could  be. 

"I  took  my  one-man 
show  to  Australia  and 
New  Zealand  two  years 
ago,  and  one  of  the 
places  we  played  was  a 
town  called  Invercargill. 
It  is  the  nearest  civilized 
point  to  the  South  Pole,  with  a  theater  that  is  only  played 
in  four  or  five  times  a  year. 

"In  the  middle  of  the  performance,  all  the  lights  went 
out.  including  the  exit  signs,  everything — we  were  in 
ink.  My  immediate  reaction  was  to  fear  a  panic  of  some 
sort,  so  I  said  to  them  in  the  dark:  'The  performance 
goes  on,  but  from  now  on,  I'm  on  radio.  You're  having  a 
sleepless  night  and  you  switch  the  bedside  radio  on — I 
happen  to  be  on  it.  Ready?  Here  goes...' 

"I  did  the  next  20  minutes  in  pitch  blackness,  using 
vocal  quirks  and  things  like  that  to  compensate  for  the 
fact  I  couldn't  be  seen.  It  was  a  test  of  instant  blindness, 
if  you  like,  and  I  got  more  laughs  than  when  they  could 


FY  I 


FORBES  77 


see  me.  When  the  lights  went  on  again,  it  wasn't  at  all 
the  same  thing,"  he  says.  "1  regretted  that  the  lights 
never  went  out  again." 

Ustinov,  72,  has  the  mien  of  a  benevolent,  greying 
hear  who  has  just  remembered  something  amusing. 
In  conversation,  he  paints  word  pictures,  and  he  enjoys 
the  options  on  his  palette.  A  true  raconteur,  he  avers, 
takes  "a  voluptuous  pleasure  in  the  possibilities  of 
the  language." 

A  long  story  can  be  enchanting  as  it  unfolds  "if  the 
audience  attaches  to  the  characters,"  says  Ustinov,  but  "a 
really  succinct  story"  deserves  respect  for  its  economy. 

"The  most  brilliant  I  ever  heard  was  from  a  taxi  driv- 
er in  Toronto  who  was  driving  me  across  the  snow  to  the 
airport.  He  was  a  Romanian  refugee,  but  he'd  been  in 
Canada  long  enough  to  know  the  Robert  Service 
rhythms,  and  he  suddenly  said  to  me:  'I  lost  my  wife,' 
and  I  prepared  to  be  very...  'to  my  best  friend,  Jim.  I 
don't  care  about  her,  but  I  sure  miss  him.  Well,  thank 
God  I  still  got  Mother.'  That  is  perfect  to  me,  because 
you  understand  the  point  of  view  of  the  wife,  the  lover, 
him  and  the  mother.  It  puts  them  all  into  context  in  the 
most  economical  way  ever. 

"The  best  raconteurs  have  the  ability  to  be  succinct 
and  also,  of  course,  to  be  tragi-comic,  because  you 
musn't  be  frightened  of  moving  people.  That's  a  differ- 
ence between  a  stand-up  comic  and  a  raconteur.  A 
raconteur  should  extract  the  pith  out  of  life,  in  a  sense. 


without  being  too  pompous.  He  should  really  give  you 
sense  of  what  life's  all  about." 

Told  of  an  India  Wharf  Rat  who,  after  being  calll 
upon  to  speak,  stands  and,  in  silence,  slowly  flexes  h 
hands  and  wrists  for  several  seconds,  Ustinov  respond 
with  admiration. 

"That's  the  secret  of  acting — you  have  to  reduc 
everything  to  absolute  stillness  because  that  gives  th 
map  a  scale.  If  you're  absolutely  still,  when  you  move, 
registers;  if  you  move  the  whole  time,  nothing  register 
To  learn  the  art  of  being  completely  supine  is  frightfully 
frightfully  important.  The  man  who  did  that,  it  mean 
absolutely,  he's  an  artist." 

Although  actors  seem  well-equipped  to  be  racoj 
teurs,  according  to  Ustinov,  it  isn't  really  in  the 
makeup. 

"Actors,  on  the  whole,  are  often  extremely  shy  pe( 
pie;  there  are,  in  fact,  cases  of  actors  who  stammer  an 
whose  stammering  disappears  when  they  give  a  pcrfo 
mance.  The  people  who  are  really  exhibitionists  ai 
lawyers,  politicians,  people  who  enjoy  being  themselve 
which  I  think  we  don't." 

Ustinov  has  been  spared  the  possibility  of  excessiv 
pride  in  his  high  status  as  a  raconteur.  His  father  ws 
a  well-known  journalist  in  London  with  a  gift  fc 
storytelling. 

Smiling,  Ustinov  recalls  Rebecca  West's  observatio 
"that  I  was  very  good — but  not  up  to  my  father."  B8 


OWN  AN  ORIGINAL 

PIECE  OF 
AMERICAN  HISTORY 

Imagine  displaying  in  your  home  or  office 
an  original  letter  or  document  signed  by 
Abraham  Lincoln;  George  Washington. 
Thomas  Jefferson,  Robert  E.  Lee  or  George 
Armstrong  Custer!  Now  you  can  own  such 
an  authentic  piece  of  American  history! 

Profiles  in  History  is  the  nation's  leading 
dealer  of  premium  quality  autographs, 
maintaining  the  finest  selection  of  original 
letters,  historical  documents  and  vintage 
signed  photographs  to  be  found  anywhere, 
at  surprisingly  modest  costs. 

All  material  comes  with  our  lifetime 
guarantee  of  authenticity. 

You  owe  it  to  yourself  to  find  out  more 
about  this  exciting  field! 

Call  toll  free 
1-800-942-8856 

Fully-illustrated  catalogues  issued  quarterly  by 

subscription.  Inquiries  welcome. 

PROFILES  IN  HISTORY 
34S  North  Maple  Drive,  Suite  202, 
Beverly  Hills,  CA  902 10 


A  three-year  old  boy  saluting 
at  his  father's  funeral. 


A  woman  crying  over 
the  body  of  a  student  shot 
by  the  National  Guard. 


An  American  President  lifting  his 
pet  beagle  up  by  its  ears. 


A  lone  student  standing 
in  front  of  four  tanks. 
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3  Nikon  Inc. 

If  you  can  picture  it  in  your  head, 
it  was  probably  taken  with  a  Nikon. 


Nikon. 

We  take  the  worlds  greatest  pictures:' 


Could  Glenfiddich  ever  be  any  smoother 
Perhaps  if  served  over  a  little  ice. 


The  perfect  holiday  gift. 

to  send  a  gift  of  glenfiddich  anywhere  in  the  u.s..  call  1-800-238-4373. 

Single  malt  scotch  with  extraordinary  character. 
Distilled  and  bottled  by  the  Grant  family  since  1887. 


Void  where  prohibited,  bottled  in  Scotland.  43%  alc/Vol  <86  proof).  ©William  grant  <fc  Sons  Inc.,  new  York,  NY  10020. 


Where  a  man  can  watch  his  little 
ones  learn  the  joys — and  dangers — of 
scuba  diving  while  treating  himself 
to  the  best  bonefishing  in  the  world. 
(Not  a  bad  combination.) 

By  Geoffrey  Norman 


land 


By  rolling  over,  onto  my  back,  I  WAS  able  to  watch 
my  daughter's  progress  down  the  anchor  line.  With  all 
the  diving  equipment — tank,  vest,  weight  belt  and  regu- 
lator— draped  on  her,  she  seemed  suddenly  small  and 
somewhat  frail,  though  she  had  just  turned  12  the  day 
before,  and  was  quick  to  remind  you  that  she  was  no  kid. 
Kevin,  who  had  trained  her  for  this  moment,  swam  next 
to  her,  not  touching  her  but  ready  to  help.  She  pinched 
her  nose  and  blew  to  equalize,  the  way  he  had  taught 
her,  and  kicked  so  the  action  of  her  fins  pushed  her 
deeper  into  the  blue  Caribbean  water.  Just  ahead  of  her, 
face  to  the  surface,  I  watched  as  she  passed  through  30 
feet,  then  40,  and  50.  All  the  way  to  the  edge  of  the  wall, 
some  70  feet  down. 

Her  eyes  looked  big  through  the  mask,  but  there  was 
nothing  close  to  haste  or  urgency  in  her  movements.  She 
was  calm  and  in  control.  When  I  gave  her  the  okay  sign, 
she  shot  one  back  with  a  kind  of  nonchalance  that,  if  we 
had  been  on  land,  would  have  come  out,  "Everything's 
cool,  Dad.  Just  chill." 

Even  though  Kevin  was  with  us,  and  there  was  no 
chance  at  all  that  he  would  let  us  stay  down  too  long,  I 
checked  my  air  and  then  my  daughter's.  Then  I  set  the 
bezel  on  my  watch.  We  had  some  25  minutes  to  spend 
down  here,  together. 

We  spent  it  swimming  out  over  the  wall  and  gazing 
down  into  the  vast  blue  depth  of  more  than  1,000  fath- 
oms, feeling  a  pleasant  sense  of  vertigo  and  an  almost 
irresistible  urge  to  go  deeper.  My  daughter  spotted  a 
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large  barracuda,  hanging  motionless  on  the  deep  side  of 
the  wall.  It  had  the  face  of  an  alert  Doberman;  the  shape 
and  color  of  a  well-used  fighting  knife.  My  daughter 
approached  it  without  fear,  and  when  she  got  too  close, 
the  fish  somehow  swam  off  five  or  six  feet  without  mak- 
ing a  motion. 

We  saw  a  large  sting  ray — perhaps  three  feet  across  at 
the  wingtips — and  hovered  above  it  as  it  moved  like  a 
bird  over  the  bottom,  trailed  by  a  small  pilot  fish-.  When 
the  ray  moved  on,  we  found  a  feisty  damselfish  that 
charged  out  of  a  crevice  in  a  large  formation  of  brain 
coral,  making  the  sort  of  threatening  gestures  that,  if  it 


'There  was  nothing  here,"  remembers  one  early  settler, 
"except  empty  beach  and  this  endless,  beautiful  reef." 


had  been  the  barracuda,  would  have  chased  us  back 
aboard  the  boat.  There  were  other  small  fish — chromis 
and  beaugregories,  tangs  and  angelfish — which  we  stud- 
ied and  admired  until  I  was  down  to  500  psi  of  air  and  it 
was  time  to  go  back  up. 

I  followed  her  up  the  anchor  line  to  15  feet,  where  we 
made  a  two-minute  safety  stop.  Then  I  held  her  fins 
while  she  climbed  the  ladder  and  got  herself  awkwardly 
aboard  the  boat.  By  the  time  I  got  myself  aboard,  some- 
body had  already  helped  her  get  most  of  the  gear  off.  She 
looked  at  me,  dripping  wet  and  smiling,  and  said,  with 
real  feeling,  "That  was  awesome." 

As  payoffs  go,  it  ranked  with  hitting  the  pick-six  at 
Saratoga.  Awesome,  indeed. 


We  had  been  talking,  in  our  family,  about  a  divk  vac; 
tion  for  years  and  actually  planning  this  one  tor  week; 
Family  vacations  probably  deliver  the  promised  good 
about  as  often  as  second  honeymoons,  but  both  of  m 
daughters  wanted  to  learn  to  dive,  and  it  was  my  job  t 
come  up  with  a  resort  that  I  would  feel  confident  aboi 
turning  them  over  to  for  training.  One  in  a  location  w  her 
the  diving  would  be  good  and  where  we  could  all  enjo 
ourselves  when  we  were  not  in  the  water.  Also,  I  didn 
want  to  go  too  far,  spend  too  lavishly,  or  feel  too  muc 
like  the  tourist.  Other  than  that... I  wasn't  particular. 
So  we  went  to  Andros,  the  largest  of  all  the  Baham 
Islands,  and  the  one,  among  thos 
that  are  populated  at  all,  with  th 
lowest  population  density.  Andro' 
the  large  blob  that  shows  up  on  th 
radar  just  over  a  hundred  miles  ea! 
of  Miami,  is  1,600  square  miles,  a  li 
tie  bit  bigger  than  Rhode  Islanc 
and  is  home  to  about  9,000  souls.  A 
of  the  settlements  are  on  the  ea: 
coast  of  the  island.  The  west  side 
barren,  a  maze  of  inlets  and  creek 
twisted  mangroves,  runty  pines,  an 
stunted  palms.  And  of  some  mer 
ace.  The  Bahamian  authoritie 
warned  boaters  away  from  the  we: 
side  of  Andros  a  few  years  bad 
since  it  was  a  good  place  to  ru 
across  pirates  or  stumble  into  a  dru 
deal.  That  danger  does  not  seem  s 
acute  these  days. 

Still,  it  looked  thoroughly  inho: 
pitable  as  we  flew  over  it,  at  two  c 
three  thousand  feet,  and  on  int 
Andros  Town,  or  Fresh  Creek,  on 
of  the  small  settlements  on  the  ea: 
coast  where  there  is  some  farmin 
and  fishing  and  very  little  else.  N 
shopping,  no  gambling,  no  nigh 
life.  The  cruise  ships  do  not  come  t 
Andros.  The  barrier  reef — secon 
longest  in  the  world — makes  th 
navigation  too  treacherous  and,  anyway,  there  is  nothin 
of  interest  to  tourists  on  the  island.  Nothing  to  justify  th 
strain  of  carrying  around  your  credit  card.  Nassau,  2 
minutes  further  east,  is  the  place  for  that.  At  night,  fror 
Andros,  you  can  see  the  lights  of  Nassau  and  be  glad  th« 
you  are  not  there. 

The  reef  might  be  an  undeniable  hazard  to  navigator: 
but  it  looked  more  like  Eden  to  Dick  Birch,  a  Canadia 
who  had  been  a  military  diver  and  spent  most  of  his  tim 
underwater  in  drysuits.  It  was  that  or  freeze.  When  h 
came  to  Andros,  in  the  late  '50s,  he  knew  that  he  ha 
found  paradise. 

"There  was  nothing  here,  except  empty  beac 
and  this  beautiful,  endless  reef,"  Birch  savs.  stil 
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marveling  over  the  fact,  30  years  later. 

Birch  set  out  to  make  a  home  and  a  resort  there  and  do 
it  almost  invisibly.  Using  strictly  local  materials — the 
Andros  pine  is  so  dense  you'd  think  it  was  mahogany — 
and  a  lot  of  his  own  labor,  he  built  a  line  of  small  cabins, 
up  the  beach  and  in  the  trees  so  that  just  about  the  only 
thing  you  see  from  the  water  is  the  boat  dock.  The  coast 
appears  slightly  concave  where  he  built.  This  slight 
scoop  is  called  "Small  Hope  Bay."  Birch  couldn't 
improve  on  that,  so  he  called  his  business  "Small  Hope 
Bay  Lodge"  and  made  himself  available  to  divers.  He 
also  married  liberally  and  adopted  generously.  He  has  a 
large  extended  family,  most  of  which  is  still  connected 
with  the  resort.  Birch  is  now  semi-retired,  but  around. 
His  adopted  son  Peter,  and  the  present  Mrs.  Birch, 
Mona,  run  the  resort. 

From  the  beginning,  Birch  showed  a  respect  border- 
ing on  reverence  for  the  resource  he  had  discovered.  In 
the  '50s  and  early  '60s,  if  you  were  a  diver,  that  implied, 
almost  automatically,  that  you  were  also  a  spearfisher- 
man.  In  1962,  Birch  banned  spearfishing. 

"I'd  done  my  share,"  he  says,  "but  I  saw  that  it 
wouldn't  take  long  to  wipe  out  some  fish  on  the  reef. 
And  people  came  to  see  the  fish." 

But  first,  you  had  to  know  how  to  dive.  Not  everybody 
did,  of  course,  so  Birch  told  people  that  if  they  came  to 
Small  Hope,  someone  would  teach  them.  The  teaching  is 
done  with  the  same  gentle,  patient  spirit  that  is  the  pre- 
vailing mood  at  Small  Hope.  At  two  in  the  afternoon,  after 
lunch,  diving  instruction  is  offered  down  on  the  boat 
dock.  Kids  are  most  cer- 
tainly encouraged  to 
attend.  Mine  couldn't  wait. 

They  sat  on  a  bench, 
halfway  down  the  dock, 
while  Kevin  showed  them 
the  equipment  and  ex- 
plained how  to  use  it.  An 
Englishman  and  an  enthu- 
siast, Kevin  had  a  way  with 
kids.  With  people  in  gen- 
eral, actually,  but  especial- 
ly with  kids.  He  put  them 
at  their  ease,  and  he  talked  their  language. 

"It's  about  breathing,  actually,"  he  would  say.  "Any- 
one here  had  any  experience  with  breathing?" 

The  instructions  on  the  dock  were  basic  enough.  No 
mention  of  Bernoulli's  principle.  The  work  in  the  shal- 
low water  below  the  dock  was  also  basic,  but  Kevin  did 
not  take  shortcuts,  and  he  did  not  accept  anything  less 
than  perfection.  When  one  of  his  pupils  failed  to  clear 
her  mask  underwater... "Well,  now,  this  is  your  lucky 
day.  You  get  to  do  that  again." 

Kevin  would  not  pass  on  a  diver  who  could  not  go 
under,  remove  his  mask  and  take  his  regulator  from  his 
mouth,  then  put  the  regulator  back  in  his  mouth,  the 
mask  back  on  his  face,  and  clear  both.  Everyone  also  had 


to  demonstrate  buddy  breathing  and  the  basic  hand  sig- 
nals. The  instruction  covered  the  essentials,  and  in  the 
eyes  of  one  concerned  father,  made  sure  divers  knew 
proper  procedures  and  why  they  were  important.  The 
kids  trusted  Kevin  and,  more  to  the  point,  so  did  I,  espe- 
cially when  I  saw  that  he  could  be  firm  as  well  as  gentle. 

It  happened  after  he  had  passed  on  Hadley — my 
younger  daughter — in  shallow  water,  and  she  was  ready  to 
make  her  first  open-water  dive.  We  were  anchored  over  a 
relatively  shallow  spot  of  coral,  30  or  40  feet,  on  the  morn- 
ing after  she  had  taken  the  course  on  the  dock.  Kevin  said 
she  had  to  do  it  all  again,  where  her  feet  couldn't  touch 
bottom,  and  then  he  would  let  her  go  diving. 

"It's  your  check-out,  see,"  he  said,  inflecting  every 
word  with  enthusiasm.  "Just  like  the  tests  you  take  in 
school.  Only  more  fun.  And  if  you  get  an  A,  you  get  to  go 
diving."  Hadley  listened  attentively  to  all  this.  But  she 
seemed  apprehensive,  as  she  suited  up.  So  I  gave  her 
some  sound,  fatherly  advice. 

"Just  relax,"  I  said. 

I  got  a  look  I  remembered  from  the  time  I  tried  to 
explain  long  division.  Then  Hadley  went  over  the  side 
and  was  on  her  own. 

I  watched  the  bubbles,  and  I  could  make  out  the 
shape  of  Kevin  and  Hadley,  through  the  blue  surface,  as 
they  went  through  the  drills.  It  seemed  like  it  was  taking 
too  long. 

I  waited,  full  of  the  helplessness  that  is  the  lot  of 
every  parent.  I  would  have  done  it  for  her,  if  I  could 
have.  But  it  just  doesn't  work  that  way.  From  the  snubs 

in  kindergarten  to  college 
acceptances.  Clearing  a 
mask  and  regulator  was 
just  one  more  step  on  that 
trail. 

Hadley  surfaced.  Chok- 
ing. 

I  helped  her  aboard. 
"Are  you  all  right?" 
"No,"  she  said,  more 
mad    than  frightened, 
which  was  reassuring.  She 
had  gotten  a  nose  full  of 
water  when  she  tried  to  clear  her  mask.  Reflexively 
breathed  in  before  she  forced  the  water  out.  She  didn't 
dive  that  morning.  Her  mother  comforted  her  until 
Kevin  came  up  from  the  dive,  sat  next  to  her,  and  said, 
"You  come  down  to  the  dock,  this  afternoon  at  two,  Miss 
Hadley,  and  we'll  straighten  this  out." 
She  nodded  glumly. 

"Bummer  for  you,  I  know,"  Kevin  said.  "But  I  get  to 
spend  the  afternoon  with  a  beautiful  lady  in  a  bathing 
suit.  Nothing  I  like  better." 

Actually,  it  was  a  double  bummer.  Bad  enough  to 
have  missed  out  on  the  dive.  Worse,  much  worse, 
that  her  sister  had  passed  the  check-out  and  gone 
down  with  the  other  divers.  Brooke  is  almost  three 


The  curse  of  the  "family  vaca- 
tion" is  that  there  are  so  few 
activities  from  which  you  can 
take  the  same  pleasure.  But  we 
were  all  high  on  diving. 
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years  older  and  had  a  little  experience,  but  still... 

Kevin  worked  with  her  all  afternoon  in  the  shallow 
water,  and  the  next  morning  we  were  out  over  a  different 
spot  on  the  reef,  in  60  feet  of  water. 

"All  right,  Hadley,"  Kevin  said,  "once  more  into  the 
breach  and  all  that." 

She  nodded.  This  time,  Hadley  looked  more  grim 
than  apprehensive,  as  she  suited  up.  She  would  clear  that 
mask  or  drown  trying. 

I  went  in  the  water  to  watch  the  proceedings. 

When  Hadley  swam  up  to  Kevin  to  begin  her  check- 
out, he  took  a  slate  out  of  his  vest  and  wrote  a  single  word 
on  it — "Relax."  She  read  the  word,  and  he  gave  her  the 
okay  sign.  She  returned  it.  Then  they  went  to  work. 

I  watched,  and  when  they  came  to  the  part  where  she 
had  to  take  her  regulator  out  of  her  mouth  and  her  mask 
off  her  face,  I  wanted  to  close  my  eyes. 

But  I  watched,  and  when  Hadley  had  cleared  her  mask 


'Dad,"  my  older  daughter  said  to  me  with  some  seriousness. 
"Dad,  we  have  to  do  this  every  year." 


and  given  Kevin  the  okay  sign,  he  gave  her  a  hug  and 
pointed  her  my  way.  He  could  have  asked  me  for  anything 
then.  I  might  have  even  sworn  an  oath  to  the  Queen. 

With  the  check-out  accomplished,  we  dove  every  day 
for  the  rest  of  the  week.  There  were  shallow  dives  on 
vast  fields  of  elkhorn  and  staghorn  coral,  where  we  saw 
all  manner  of  small,  vivid  tropical  fish,  and  Hadley,  who 
li ad  developed  the  sharpest  eyes  of  an}  diver  at  the 
resort  that  week,  found  a  school  of  squid  which  she  fol- 
lowed for  ten  minutes  or  so.  There  were  deeper  dives, 
including  one  down  a  trench  that  ran  between  two  high 
w  alls  of  coral.  We  did  a  little  fish-feeding  on  that  one, 
and  attracted  a  vast  school  of  yellowtail  snapper  and,  near 
the  end  of  the  dive,  a  large  nurse  shark.  Hadley  and  I 


missed  the  shark,  but  Brooke  and  her  mother  saw  it 
which  made  them  one  up  on  us. 

We  dove  on  an  old  barge  which  Birch  had  bought  for  a 
hundred  dollars  and  used  to  move  materials  back  when 
he  was  building  the  resort.  He  then  sunk  it  for  a  reel 
because  he  couldn't  think  of  any  better  service  it  could 
provide  than  a  home  for  fish.  The  barge  was  homesteac 
to  several  very  large,  pugnacious-looking  grouper.  And,  ii 
you  were  the  right  size,  you  could  swim  inside  through  £ 
cargo  hatch  and  then  out  through  the  rusting  wheel- 
house.  (We  have  a  video,  now,  of  I  ladley  doing  that.) 

We  made  every  dive  and  discussed  everything  we  saw 
with  the  kind  of  mutual  enthusiasm  and  wonder  that  life 
sometimes  leeches  out  of  family  relationships.  You  dea 
with  each  other  every  day,  over  the  ordinary  business  oi 
living,  and  you  tend  to  forget  how  much  delight  you  take 
in  each  other's  company,  how  much  the  pleasure  and  jo\ 
of  one,  infects  all  the  others.  How  much  you  are  a  family 

The  curse  of  the  "family  vaca- 
tion"  is  that  there  are  so  few 
activities  from  which  you  car 
all  take  the  same  pleasure.  Bui 
we  were  all  high  on  diving.  A 
little  giddy  with  the  "other- 
ness" of  it  and,  I  suppose,  the 
small  measure  of  risk,  and  the 
knowledge  that  most  places  ir 
the  world  would  not  let  12-  anc 
15-year-olds  do  any  real  diving 
So  we  talked  and  sang  on  the 
dive  boat,  and  continued  tc 
talk  and  sing  in  the  hot  tut 
where  we  warmed  up  after  <. 
dive.  We  ate  hungrily — fresr 
lobster  or  grouper,  virtually 
every  night  for  dinner — and  we 
played  checkers,  hearts  anc 
backgammon  at  night,  while 
the  trades  rattled  the  palms  out 
side  and  the  lights  of  Nassat 
glowed  like  the  fires  of  Gomor 
rah  on  the  eastern  horizon. 
"Dad,"  my  older  daughter  said  to  me  with  some  seri 
ousness,  one  night  when  we  were  walking  back  to  ou 
cabin,  looking  up  at  the  sky  full  of  stars  and  breathing 
the  clean  salt  air,  "Dad,  we  have  to  do  this  every  year 
from  now  on." 

I  told  her  I  didn't  see  why  not.  Small  Hope  had  beer 
going  for  more  than  30  years  already,  so  there  was  ne 
good  reason  to  think  it  would  not  be  around  for  anothei 
50  years.  I  figure  you  can  dive  until  you  are  90. 

Of  course,  like  all  good  things,  it  came  to  an  end.  Foi 
my  wife  and  daughters,  anyway.  School  was  starting 
back  up,  and  they  had  to  get  home.  They  said  theii 
goodbyes  to  Kevin  and  Brad  and  the  other  divers  who 
had  taught  them  so  well  and  carefully.  Bought  some 
postcards  and  souvenirs.  For  me,  theit  departure  meani 
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a  chance  to  sample  the  other  world-class  sporting 
opportunity  available  on  Andros.  I  went  after  bonefish. 

I  had  seen  bonefish  feeding  on  the  flats  out  in  front  of 
the  resort,  small  fish  of  a  pound  or  two.  But  there  was  a 
man  at  the  lodge,  a  doctor  from  Colorado,  who  had  come 
with  his  wife.  She  was  there  for  the  diving:  he  left  every 
morning,  early,  to  meet  his  guide  at  Carghill  Creek, 
about  30  miles  south,  for  a  day  of  bonefishing.  He  w  as 
a  serious  angler  who  had  been  to  all  the  places  in  the 
world  one  goes  to  catch  bonefish.  He  had  been  to 
the  Yucatan,  the  Florida  Keys,  Christmas  Island,  Belize 
and  Venezuela. 

"Right  here,"  he  said 
with  some  solemnity  at  din- 
ner one  night,  "is  the  best 
bonefishing  in  the  world." 

By  what  measure,  I 
asked. 

"Quality.  You  can  catch 
a  lot  offish — just  like  in 
the  Yucatan — but  you  can 
also  catch  big  fish.  The 
kind  of  fish  you  see  in  the 
Keys.  When  the  first 
20- pou  nil  bonefish  is 
landed  on  a  fly  rod,  it'll  be- 
on  Andros." 

And,  he  added,  he 
planned  to  be  the  angler 
who  landed  that  fish. 

I  wished  him  well  and 
figured  I'd  settle  for  two 
ten-pounders.  For  now. 

So  I  left  Small  Hope 
and  checked  into  the 
Andros  Island  Bonefish 
Club.  On  the  first  morn- 
ing, w  hile  I  waited  for  my 
guide  to  arrive,  I  examined 
the  photographs  on  the 
dining-room  wall.  Most  of 
them  were  of  strangers 
holding  large  bonefish  or 
tarpon  and  grinning  into 
the  camera.  But  I  recog- 
nized some  of  the  people.  There  was  Lefty  Kreh,  consid- 
ered the  finest  fly  caster  alive  by  many.  Kreh  w  rites 
about  fly  fishing  and  has  conducted  clinics  everywhere. 
He  is  authority  to  most  serious  anglers.  And  there  was 
Ted  Williams,  the  baseball  immortal,  who  has  a  reputa- 
tion for  bringing  the  same  kind  of  perfectionism  to  fly 
fishing  that  made  him  that  last  player  to  hit  over  .400  in  a 
regular  season.  For  Kreh  to  be  here  was  one  thing — he 
fishes  everywhere  because  it  is  his  job.  Williams  picks 
his  spots,  and  his  standards  are  strict. 

My  guide  was  Dennis  Leadon,  w  hose  brother  Rupert 
tuns  the  resort.  Rupert  Leadon,  I  knew,  has  had  a  repu- 


When  the  first  20-pound  bonefish  is  landed  on  a  fly  rod,' 
says  one  veteran  angler,  "it'll  be  on  Andros." 


tation,  for  years  now,  as  one  of  the  best  bonefish  guides 
in  the  world.  Dennis  let  me  know  that  he  was  prcttv 
hot,  himself. 

"We'll  find  fish,  mon.  Don't  you  worry.  I'll  find  them 
for  you." 

He  wanted  to  know  about  mv  casting,  and  I  told  him 
it  was  adequate.  I  was  more  worried  about  my  ability  to 
see  the  fish.  It  was  overcast,  the  kind  of  light  that  turns 
the  surface  of  the  water  an  impenetrable  lead  color  so 
that  even  with  glare-cutting  glasses,  it  is  next  to  impossi- 
ble to  see  the  fish. 

"Don't  be  worrying,  mon.  I'll  find  them.  And  I'll 

find  them  where  you  can 
see  them." 

Well,  you  like  confi- 
dence, especialb  in  a  fish- 
ing guide.  We  took  off  in 
the  little  Id-foot  Dolphin 
skiff,  cleaned  up  for  fly 
fishing  and  poling  the 
flats,  and  powered  by  a  40- 
horse  Yamaha.  We  tan  for 
30  minutes,  up  the  coast 
and  out  to  a  small  key 
grow  n  up  in  mangroves. 

"Got  a  nice  white  bot- 
tom, here.''  Dennis  said. 
"Make  it  easy  for  you  to 
see  the  fish." 

I  tieil  a  Gotcha  —  the 
preferred  pattern  here — to 
the  ten -pound  tippet, 
stripped  line  and  coiled  it 
on  the  platform.  There 
was  not  much  wind.  But 
the  water  looked  flat  and 
dense  as  Georgia  blacktop. 

"Got  a  fish  at  11 
o'clock,"  Dennis  said 
softly. 

I  peered  at  the  water. 
"I  low  far?" 
"60  feet." 

1  looked  haul  anil  made 
a  false  east. 

"Lined  him,"  Dennis  saiil  at  about  the  time  I  made 
the  fish,  swimming  hard  for  deep  water  and  pushing 
a  w  ake. 

"Sorry,"  I  said. 

"It  happens." 

It  was  an  hour  before  I  saw  my  first  fish.  Dennis  saw 
half  a  dozen  but  m\  e\es  were  out  of  practice.  Then,  I 
began  to  come  around.  I  missed  a  couple  of  shots  at  nice, 
cruising  fish. 

'A  on  not  trying  to  knock  him  out.  mon,"  I  Jennis  said 
with  some  exasperation,  after  I'll  dropped  the  fl\  on  top 
of  one  fish.  "Lead  him  a  little." 
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1  put  the  fly  four  feet  from  the  nose  of  the  next  fish. 

"Good  cast,"  Dennis  whispered.  "Short  strip." 

I  took  up  six  inches  of  line  and  the  gray  shape  of  the 
bonefish  seemed  to  brighten  with  anticipation  as  it 
moved  toward  the  fly. 

"Another  strip." 

1  did  what  I  was  told  and  felt  myself  going  tense.  This 
is  the  quality  of  bonefish 
that  brings  anglers  to  a 
fever.  It  is  like  hunting. 
You  stalk  the  flats  and  you 
see  your  quarry.  You  take 
him  from  ambush.  At  that 
moment,  I  felt  the  same 
keen  urgency  that  surges 
through  me  when  I  am  on  a 
deer  trail  and  first  hear  the 
sound  of  feet  moving  the 
dry  leaves. 

The  fish  was  on  the  fly. 

"Long  strip." 

Hooked  up.  The  fish  turned  for  the  mangroves  and 
ran  75  yards  of  line  off  the  reel  in  a  couple  of  seconds. 
This  is  another  element  of  the  passion  for  bonefish — 
that  first  startlingly  fast  and  powerful  run.  For  a  few 
seconds  I  was  connected  to  that  fish  by  a  lot  more  than 


nylon  and  braided  Dacron. 

"Nice  fish.  Maybe  eight  pounds,"  Dennis  said  when  | 
got  him  to  the  boat. 

He  released  the  fish  quickly  and  cleanly.  We'd  seer 
several  sharks  on  the  flat. 

That  was  the  first  of  many  we  caught  that  morning,  al 
cruising  fish,  and  all  spotted  by  Dennis  long  before 

could  make  them  out.  Bu 
at  the  end  of  the  day,  on  ; 
falling  tide  and  a  vast  sand^ 
flat  ringed  by  mangroves 
we  found  tailing  fish.  I  go 
out  of  the  skiff  and  wadec 
from  one  fish  to  another  a 
the  sun  dropped  behinc 
the  low  line  of  the  island 
Joshua  himself  never  want 
ed  a  sun  to  set  more  slowly 
"The  fish  you  missed,"  Dennis  said  when  I  was  bad 
in  the  boat,  and  we  were  hurrying  to  make  it  back  to  th< 
lodge  before  dark. 

"Yes,"  I  said.  I  had  snatched  the  fly  from  the  mouth  o 
one  very  good  fish,  striking  too  early. 
"Big  fish,  mon.  Probably  12  pounds." 
"Yeah,  well..."  I  said  inconclusively.  It  had  been  th< 
kind  of  day  when  the  pain  of  missing  what  would  hav< 


By  the  end  of  four  days,  my 
guide  and  I  were  absolutely 
lethal;  I  had  actually  lost  track 
of  how  many  fish  I  had  caught. 
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been  the  biggest  bonefish  I'd  ever  caught  was  entirely 
bearable.  I'd  never  had  such  a  good  day  of  bonefishing. 

And  the  days  got  better.  Dennis  put  me  on  fish  every 
day,  and  my  eyes  learned  to  pick  up  the  watery  shape  of 
a  fish  within  water  until,  now  and  again,  I  would  spot  a 
fish  before  he  did.  We  saw  schools  offish.  Some  very 
large  fish.  Tailing  fish.  Mudding  fish.  Cruising  fish.  We 
had  sharks  come  up  on  the  flats  to  chase  hooked  fish.  I 
made  some  fine,  long,  well-aimed  casts.  And... I  wrapped 
one  fly  around  the  push  pole  and  lost  one  fish  when  the 
slack  line  got  tangled  in  my  feet. 

We  went  through  one  of  the  bites  to  the  western  side 
of  the  island,  the  bleak,  dangerous  coast  where  the  flats 
spread  out,  square  mile  after  square  mile,  no  other  sign 
of  humanity  visible  anywhere,  except  for  the  twisted 
metal  wreckage  of  a  small  plane,  left  on  a  nameless 
beach  by  the  drug  smugglers  who  no  longer  needed  it. 

By  the  end  of  the  four  days,  Dennis  and  I  were  lethal, 
and  I  had  actually  lost  track  of  how  many  fish  I  had 
caught.  I  remembered  one  or  two  of  them  with  absolute 
clarity.  Long  casts  that  fell  just  right  and  gave  me  the 
sense  that  I  wasn't  a  total  impostor  at  the  same  club 
where  Ted  Williams  came  to  fish. 

A  cold  front  had  blown  in  on  the  morning  when  I  left. 
I  Dennis  said  it  was  a  good  day  to  leave.  "No  fish  on  the 
flats,  mon." 


I  gazed  down  at  the  maze  of  little  inlets  and  man- 
groves as  the  plane  climbed  over  Fresh  Creek.  Then  at 
the  Small  Hope  dock.  The  island  did  not  look  like  much. 
And,  true,  it  does  not  have  much.  But  the  two  things  it 
does  have... well,  they  are  what  President  Perot  would 
call  "world  class."  S3 

KEY  INFORMATION 

The  winter  season  at  Small  Hope  Bay  Lodge  runs 
December  19-April  9.  Rates:  $150  per  night/per  per- 
son based  on  two  adults,  including  tax,  service  charge, 
an  introductory  scuba  course,  and  all  meals,  drinks 
and  airport  transfers.  Children  are  $40  per  night, 
teens  $70.  Dive  packages  start  at  $600.  Call:  305-359- 
8240;  Fax:  305-359-8241. 

Andros  Island  Bonefish  Club  is  available  through 
Frontiers  International.  The  seven-night/six-day 
package  runs  $1,745  per  person,  double  occupancy. 
Includes  shared  guide,  accommodations,  meals,  air- 
port transfers.  Drinks  and  taxes  not  included.  Call: 
800-245-1950;  Fax:  412-935-5388. 
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;er  are  the  latest  of  many 
[ires.  And  when  you  cradle 
finy  phone  in  your  hand, 
\\  wonder  how,  at  only 
unces,  it  can  deliver  a  full 
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hour  of  talk  time  (or  2]/2  hours 
with  the  high-capacity  battery). 

And  while  you're  shopping 
for  diamonds,  be  sure  to  look  at 
the  DiamondTel  M-14  mobile 


and  92T  transportable  phones. 

For  more  information,  call 
Mitsubishi  Electronics  America, 
Inc.  (708)  298-9223. 


A  DiamondTel 


©1993  Mitsubishi  Electronics  America,  Inc.  800  Biermann  Court,  Mount  Prospect,  1L  60056. 


By 

Jones 


Back  when  I  was  a  young  driver — 
three  or  four  million  years  ago — I'd 
race  anything  with  wheels.  I  never 
had  any  trouble  getting  excited  about 
a  race  and  I  still  don't.  Something  about  the  race 
track — the  cars  and  people  who  drive  them  and  work 
on  them — gets  me  going.  I  get  a  pump  from  engine 
noise  and  the  smell  of  oil  and  gasoline  the  same  way 
some  people  like  to  listen  to  birds  and  sniff  the 
daisies.  I  can  still  lose  myself  at  the  track. 

But  these  days,  some  races  are  more  interesting  than 
others,  and  early  last  October  they  ran  a  race  in  Phoenix 
that  I  wouldn't  have  missed  for  anything.  It  was  the  last 
time  for  the  OTP  cars,  but  that  wasn't  what  made  it  such 
a  big  deal  for  me.  Things  change  in  racing  and  the  dif- 
ferent classes  of  cars... well,  they  come  and  go.  I  didn't 

The  Adventures  of 


SUPM 


feel  anything  special  for  the  GTP  (Grand  Touring  Pro- 
totype) cars.  But  my  boy  P.J.  was  driving  one  at 
Phoenix,  and  that  made  it  one  of  the  two  most  important 
races  in  the  world  that  weekend.  (The  other  one  was  in 
Ohio  where  my  younger  son,  Page,  was  racing  midgets.) 

Seeing  P.J.  run  was  a  good  enough  reason  to  head 
down  to  Phoenix  but  if  I  needed  more  excuses,  I 
had  plenty  of  them.  In  the  first  place,  P.J.  had  a  real 
good  shot  at  winning  and  it  is  always  more  fun  when 
your  favorite  driver  wins  the  race.  On  top  of  that,  the 
man  in  charge  of  the  team  P.J.  drives  for  is  my  old  rac- 
ing rival  and  teammate,  Dan  Gurney.  I  always  like  to 
sec  Dan.  He  is  a  great  driver  and  a  gentleman.  When 
P.J.  started  driving  GTP,  it  made  me  and  my  wife  feel 
good  to  know  that  he  was  working  for  Dan. 
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And  then,  there  was  one  last  sweetener.  The  Gur- 
ney  team  races  Toyota  cars.  The  buzz  lately  among  us 
automotive  journalists  has  been  about  the  new  Toyota 
machine — the  Supra.  It  is  a  high-performance  sports 
car  that  is  supposed  to  be  a  real  winner.  So  hot  you 
have  to  be  careful  not  to  blow  your  o\\  n  doors  off  when 
you  accelerate. 

I  figured  I  had  a  responsibility  to  get  my  hands  on 
one  of  those  cars  and 
take  it  out  for  a  test 
ride.  That's  why 
they  make  automo- 
tive journalists.  And 
if  1  was  going  to  be 
testing  a  Toyota  car, 
why  not  do  it  where 
I  was  going  to 
watch  other  Toyota 
cars  race? 

So  after  a  call  or 
two,  I  had  made 
arrangements  for  a 
brand-new  Supra 
to  test-drive  while 
I  was  in  Phoenix 
for  the  weekend — 
going  to  the  races 
and  playing  a  little 
charity   golf.  (I 
don't  know  how  I 
stand  it.) 


and 


The  Toyota  cars  had  a  lot  a 
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of  car  you  can  buy  and  take 


the  track  more  than  M)  minutes. 

"Wasn't  me,"  I  said,  and  I  tried  to  explain  about  th 
fellow  bringing  the  car  over  from  Los  Angeles. 

Gurney  just  shook  his  head  and  smiled. 

"Sure,  sure." 

"When  J  break  one,"  I  finally  said,  "nobody  drives 
again." 

Then  I  changed  the  subject  and  asked  him  ho' 
things  were  going  in  practice. 

"Great,"  h 
said.  "And  P.J. 
running  quid 
Real  quick.  He' 
probably  beat  Jua 
for  the  pole." 

Now  "Juan"  i 
Juan  Miguel  Far 
gio  II,  nephew  c 
the  great  Argentin 
an  Formula  On 
driver.  The  Toyot 
team  has  some  pre 
ty  rich  racing  blood 
Juan  is  the  nurr 
ber  one  driver  an 
P.J. — who  is  a  lc 
younger — is  th 
number  two.  Whe 
P.J.  first  started  dri\ 
ing  for  Dan,  he  wa 


going  for  them, 


to  the  mall." 


But  you  know  what  they  say  about  the  best-laid 

plans.  If  everything  went  according  to  plan,  then  they 
would  never  have  to  run  a  race.  It  wasn't  in  my  plans — 
and  it  sure  wasn't  in  Toyota's — for  the  Supra  to  get 
banged  up  on  the  way  over  from  Los  Angeles.  The  man 
whose  job  it  was  to  deliver  it  had  hit  something  on  the 
way  and  when  it  was  dropped  off  at  my  hotel,  the  front 
end  looked  like  somebody  had  been  after  it  with  a  tire 
iron.  It  was  just  caved  in. 

Now,  I  have  banged  up  a  car  or  two  myself,  so  the  first 
thing  I  thought  was,  "Well,  I  want  to  make  sure  they 
know  I  didn't  do  it." 

There  was  no  problem  with  the  Toyota  people.  In  fact, 
they  were  real  apologetic  about  the  whole  thing.  I  told 
them  not  to  worry.  I  could  look  at  the  car  from  the  right 
angle  and  still  know  if  it  had  great  lines.  And  a  little  body 
damage  wasn't  going  to  hurt  the  way  it  drove.  Just  as  long 
as  they  didn't  think  I  was  the  one  tearing  up  their  cars. 

Not  at  all,  they  said.  The  thought  never  crossed 
our  minds. 

Which  was  more  than  you  could  say  for  my  old  friend 
Gurney  and  the  other  boys  out  at  the  track. 

"Hey,  Rufus,"  Gurney  said,  when  he  saw  me.  "I 
understand  you  broke  one  of  our  cars." 

I  don't  know  how  he'd  heard  about  it.  I  hadn't  been  at 


supposed  to  han 
back  and  let  Juan  win  the  race.  But  he  was  supposed  t 
stay  close  enough  that  if  Juan  had  trouble  and  had  t 
drop  out,  he  could  make  a  run  and  try  to  win  the  race  s 
the  team  would  get  the  points.  It  is  a  tough  thing  for  an 
racer  to  do.  You  want  to  race  to  win.  And  I  expect  it  wt 
especially  hard  for  a  driver  with  P.J.'s  genes.  I'd  turne 
down  a  chance  to  drive  Formula  One  for  Colin  Char, 
man,  because  part  of  the  deal  was  that  I'd  be  his  numb* 
two  driver  and  Jimmy  Clark  number  one.  I  couldn't  fa 
ture  being  number  two  behind  anyone,  not  even  Clark. 

But  P.J.  did  what  Dan  w  anted  until  the  middle  of  th 
'92  season.  By  then,  there  just  wasn't  any  question  th< 
Toyota  had  the  car.  They  were  leaving  everyone  els 
behind.  Beating  them  so  bad  that  the  rules  were  change 
to  make  the  races  more  competitive.  They  restricted  th 
air  the  Toyotas  could  take  in  and  added  weight  but  th 
only  difference  it  made  was  to  slow  the  cars  down  in  th 
straight.  Before  that,  they'd  probably  been  the  faste; 
race  cars  in  the  world.  After  the  rules  changed,  the  corr 
petition  could  hang  with  them  in  the  straight,  but  in  th 
turns,  the  Toyotas  ate  everybody's  lunch.  Dan  finall 
told  Juan  and  P.J.  to  go  out  there  and  race,  just  don't  ge 
careless  and  knock  each  other  out  of  the  race. 
After  that  P.J.  started  winning  a  few. 
The  Toyota  cars  had  a  lot  going  for  them,  and  a  lot  c 
that  has  filtered  down  to  the  kind  of  car  vou  can  buv  an 
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cake  to  the  mall — or  bang  up  between  Los  Angeles  and 
Phoenix.  The  Camry  has  the  same  basic  block  that  you 
find  in  the  GTP  car,  for  instance.  And  the  Supra,  like  I 
was  driving,  gets  a  whole  lot  from  the  racing  side  of 
things.  The  Supra  is  real  good  on  weight,  for  one 
thing.  When  they  were 
designing  it,  they  did 
everything  they  could  to 
cur  excess  weight  and, 
therefore,  build  up  the 
power-to-weight  ratio. 

The   brakes   in  the 
Supra,  w  hich  are  terrific, 
also  improved  a  lot  from 
what  they  did  with  the 
GTP  cars.  The  brakes  in 
the  GTP  were  so  good  last 
year  that  the  rules  were 
changed  and  they  were 
made  illegal.  P.J.  told  me 
that  before  the  change, 
when  you  put  your  foot  on 
the  brakes,  the  car  stopped 
so  fast  it  pulled  the  sweat 
right  off  your  skin.  The 
Supra  brakes  feel  almost 
that  good. 

That's  something  about 
racing  that  a  lot  of  people 
overlook.  It  is  a  great  way  to 
learn  about  cars  and  to  come 
up  with  new  technology. 
The  rear-view  mirror,  just 
for  example,  is  a  racing  inno- 
vation. Came  out  of  Indi- 
anapolis. And  there  are  a  lot 
more  that  aren't  so  obvious. 
Little  things  that  you  try  in 
racing,  because  any  little 
edge  is  worth  it.  When  they 
work,  they  go  into  produc- 
tion cars.  That's  one  reason 
why  companies  like  Toyota 
are  willing  to  spend  the 
money  it  takes  to  race. 

The  drivers,  thou  gh , 

don't  really  care  about  mak- 
ing your  car  more  fun  to 
drive.  As  far  as  they  are  con- 
cerned, you're  on  your  own 
out  there.  What  they  want  to  do  is  go  fast  and  win  races. 
In  qualifying,  P.J.  went  fast  enough  to  win  the  pole.  I 
w  atched  from  the  top  of  one  of  the  Toyota  trucks 
parked  in  the  infield,  and  like  to  have  a  heart  attack 
when  he  went  off  the  track,  trying  to  pass  a  Porsche  he 
didn't  need  to  pass. 


Parnelli  takes 
the  heat  from 
former  rival 
Dan  Curney 
(above). 
(Center  and 
below)  The 
racing  team 
sends  P.J. 
Jones  to  the 
winner's 
circle. 


Reminded  me  of  someone  I  used  to  be. 
"Good  work,"  I  told  him  later  on.  "But  when  you  race  i 
tomorrow,  do  me  a  favor  and  try  to  keep  in  on  the  track." 
"You  mean  the  black  part?"  he  said. 

I'd  driven  the  Supr 
down  into  the  infield  an 
parked  in  the  garage  ares 
It  got  a  lot  of  attentio 
there  and  everybody  kep 
asking  what  I'd  done  t 
the  front  of  the  car.  I  trie 
to  explain  that  it  wasn' 
me.  Finally  Bill  Kato 
and  a  couple  of  the  othe 
Toyota  mechanics  decid 
ed  they  had  to  do  some 
thing  about  the  front  c 
the  car  just  so  I  wouldn 
have  to  keep  trying  t 
explain  it.  Bill  is  another  ol 
buddy  of  mine.  He  worke 
for  me  when  I  had  an  Ind 
team,  back  in  the  '70s.  Now  h 
works  for  Dan. 

The  Toyota  people  pulle 
and  pushed  on  the  front  of  th 
car  until  the  big  dents  wer 
smoothed  out.  They  used  due 
tape  to  cover  the  worst  of  th 
small  dents.  I  didn't  feel  so  ba 
driving  back  to  the  hotel  tha 
night.  In  the  dark  you  couldn' 
tell  the  car  had  been  broken. 

And  it  sure  didn't  drive  like  i 
had  been.  The  car  I'd  been  give 
had  a  normally  aspirated  engine 
and  it  still  delivered  good  powei 
The  turbo  model  produce 
almost  50%  more  horsepowe 
and  Vi  again  as  much  torque 
Even  without  driving  it,  I  ca 
tell  you  that  when  they  call  it 
///'^//-performance  car,  the 
aren't  blowing  smoke. 

The  transmission  was  tighi 
and  the  splits  between  th 
gears  in  the  five-speed  bo 
were  real  clean.  The  respons 
was  quick  and,  like  I  said,  th 
brakes  were  real  strong.  Th 
interior  is  clean  and  unclut 
tered.  The  Supra  is  one  of  those  cars  you  just  can' 
help  opening  up,  just  so  you  can  see  what  it  will  do. 
can't,  anyway. 

I  once  set  a  couple  of  records  for  fast  laps  at  th 
Phoenix  track.  That  was  back  in  the  early  '60s.  I  migh 
have  set  some  outside  the  track,  in  the  earlv  '90s,  too. 
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ONCE  YOU'VE  STAYED  AT  THE 
HOTEL  MILLENIUM, 
"SWIMMING  WITH  THE  SHARKS" 
TAKES  ON  A  WHOLE  NEW  MEANING. 


Let's  face  it.  Business  travel  and  stress  go 
together  as  naturally  as  bankers  and  3-piece 
suits.  But  you  do  it,  because  that's  what  it 
takes.  So  you  need  a  hotel  that  plays  by  your 
rules.  Well,  it's  here.  The  Hotel  Millenium — 
the  first  business  hotel  with  a  Wall  Street 
address  and  a  Wall  Street  philosophy: 
nothing's  unreasonable,  including  the  im- 
possible. A  fresh  shirt  at  2  a.m.?  A  perfectly 
grilled  steak  at  3?  A  personal  computer 
delivered  to  your  room?  We  do  it  all.  Every 
day.  24  hours  a  day.  Because  we  know  we 
can't  do  away  with  the  stress  of  business. 
But  we  can  arm  you  with  every  executive 
requirement.  Including  serenity. 

When  you're  ready  to  experience  execu- 
tive travel  the  way  you  want  it,  where  you 
want  it,  call  (800)  835-2220,  (212)  693-2001 
or  your  travel  planner 


THE  HOTEL 


MILLENIUM 

IT'S  ABOUT  TIME. 


For  reservations,  call  (800)  835-2220 

The  Hotel  Millenium,  55  Church  Street 

New  York,  NY  10007 

Across  from  the  World  Trade  Center 


But  the  real  action  was  inside  the  track.  P.J.  led  the 
last  GTP  race  for  the  first  15  or  20  minutes  until  he  got 
too  close  to  a  Porsche.  The  front  end  of  his  car  was  bent 
up,  just  like  my  Supra.  The  difference  was,  he  couldn't 
stop  and  patch  things  up  with  some  duct  tape.  There 
was  an  aluminum  plate  under  the  nose  of  the  car  that 
was  brushing  the  surface  on  the  track  for  the  rest  of  the 
race.  Since  they  were  running  at  night,  there  were 
sparks  coming  off  that  plate  and  just  sort  of  curling 
around  P.J.'s  car  like  the  tail  of  some  kind  of  comet. 
Anytime  I  lost  track  of  P.J.'s  car — like  when  it  w  as  dow  n 
at  the  back  straight  or  something — all  I  had  to  do  was 
look  for  the  sparks. 

Juan  took  the  lead  right  after  P.J.  bumped  the 
Porsche.  In  fact,  the  Porsche  bumped  him  in  the  same 
turn.  Then  Juan  spun  in  turn  one  a  few  laps  later,  and 
P.J.  got  past  him  and  took  the  lead  again.  Juan  spun  in 
the  same  spot  on  the  next  lap  and  had  to  go  into  the  pits. 
A  driver  named  Fangio  doesn't  spin  in  the  same  place  on 
kick-to-back  laps,  unless  there  is  something  wrong  with 
the  car.  By  the  time  he  was  back  on  the  track,  P.J.  had  a 
two-lap  lead,  and  the  Toyotas,  as  usual,  were  just  bury- 
ing the  competition. 

So  it  looked  pretty  good.  But  I  had  been  on  the  pole 
enough  times,  and  led  enough  races,  where  something 
had  happened  to  keep  me  from  winning.  It  wasn't  going 
to  be  over  until  they  had  run  the  whole  race.  They  ran 


two  hours,  and  whoever  was  in  front  when  the  time  wa 
up,  he  was  the  winner. 

Things  were  still  looking  good  w  ith  about  15  minute 
to  go.  Juan  didn't  really  have  a  chance  but  had  made  u 
most  of  a  lap  and  w  as  right  behind  P.J.  and  trying  to  pas: 
He  came  high  on  turn  one.  right  below  where  I  wa 
watching,  and  they  hit.  They  both  spun  into  the  grus' 
and  P.J.  went  all  the  way  out  across  the  oval  and  kisse 
the  wall. 

My  knees  nearly  gave  out. 

But  P.J.  gathered  it  back  up.  So  did  Juan.  And  the 
both  finished  the  race,  probably  in  better  shape  than 
did.  P.J.  took  the  checkered  flag  in  the  last  GTP  race. 

After  the  inter\  iews  and  such  at  the  finish  line.  I  wer 
back  to  the  garage  where  they  were  loading  the  cars  int 
trucks.  They'll  wind  up  in  museums. 

I  talked  with  P.J.  and  Dan.  Called  Juan  a  name  or  tw 
then  gave  him  a  hug.  I  stayed  an  hour  and  probabl 
would  have  stayed  longer  except  I  had  to  get  in  my  Supi 
and  go  meet  some  people  for  dinner.  It  was  hard  to  lcav 

So  if  anyone  ever  wants  to  hear  a  good  reason  for  ra» 
ing,  I  can  give  him  two.  One  of  them  is  that  it  help 
companies  like  Toyota  come  up  with  cars  like  th 
Supra.  And  the  other  is... nights  like  that  one  i 
Phoenix.  There  isn't  any  feeling  like  the  one  around  th 
winning  team  after  a  race.  Especially  w  hen  everyone  c 
the  team  know  s  that  this  is  the  last  time.  B8 


YOUR  OWN 
PERSONAL  TRAINER 
AT  THE  PUSH 
OF  A  BUTTON. 


Now  you  can  get  professional  fitness  training  in  your  own  home  with  the  Cross  Train 
fromProform.  aUPEntcn  motivation.  With  Cross  Trainer's 
"personal  trainer"  pane!,  you  no  longer  have  to  psyche  yourself  up  for  a  workout.  Ju 
press  the  muscle  group  you  want  to  exercise  and  the  "personal  trainer"  panel  shows 
you  the  exact  exercises  you  need. 


It  even  recommends  specific 
reps,  sets,  and  weight.  And  as  you  train,  the  "personal  trainer"  panel  monitors  your  workout.  With  Cross 
Trainer's  motivating  "personal  trainer"  panel,  you'll  stick  with  the  program  and  get  the 
toned  and  balanced  physique  you've  always  wanted,  program  your 
OWIM  ROUTINE  With  Cross  Trainer's  unique  "SMART  CARD",  you  can 
program  your  own  personalized  routine  to  improve  your  performance  in  a 
particular  sport.  TfST&L  ecjcrv  fitness?:.  Cross  Trainer's  design 
provides  a  total  body  workout  in  one  compact,  easy-to-use  unit.  8y  combining 
cardiovascular  exercise  with  concentrated  muscle  toning  and  building,  the  Proform 
3ross  Trainer  conditions  your  entire  body  better  than  any  other  home  fitness  system. 
We  guarantee  it.  Use  the  Cross  Trainer  for  30 

days  in  your  home.  And  if  for  any  reason  you're  not  totally  satisfied,  Proform  will 
give  you  a  full  refund.  iNCRECncu-Y  LOW  PRiOir    The  Cross  Trainer  can  be  yours  for  only 
$49.95  per  month.  Call  today,  and  start  building 
the  ideal  body  with  your  own  personal  trainer. 


CROSS^TRAI  NERe 


fo.take 


of  this  offer,  call  toll  free: 


ONLY 


1-BOO-B77-B357  ext.  K124 


PER  MONTH.  PRO-FORA 


gjHSHgJBI     6am-  8pm  Mon-Fri.  8am-12gm  Sat  MST 
Me&press    Maior  credit  cards  accepted/ (interest  rate  will 
laMai     vary  with  credit  card  used  for  purchase) 


PROFORM  Fitness  Products.  Inc.'  - 
A  subsidiary  of  Weider  Hearth  &  Fitness.  Inc 
.  ©1993  All  rights  reserved 
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Drama 

WHITE  MISCHIEF  1 1987) — A  smart  'n' 
steamy  adaptation  of  the  story  surround- 
ing the  murder  of  Lord  Erroll  in  Kenya 
in  the  1930s.  Brilliantly  captures  the 
creepy  decadence  of  the  British  expat 
colony.  No  wonder  they  lost  the  empire. 

ADVISE  AND  CONSENT  ( 1962) — What 
could  be  juicier — or  more  timeless — than 
a  good,  filthy,  mudslinging  Washington 
confirmation  battle  over  whether  or  not 
Henry  Fonda  gets  to  be  Secretary  Of 
RVFOMoA  State?  Favorite  part: 
in  Charles  Laughton's 

•  ^fljVluejls  rumpled-but-lethal 
Southern  senator. 


THE    QUIET  MAN 

(  1  952  (  —  Haunted 
prize-fighter  returns  to 
the  Auld  Sod.  John 
Ford  directed  John 
Wayne,  Maureen 
O'Hara,  Ward  Bond. 
Victor  McLaglen, 
Barry  Fitzgerald.  How  could  he  miss? 

MOUNTAINS    OF    THE  MOON 

(1989)— Sir  Richard  Burton  and  John 
Hanning  Speke  set  out  to  discover  the 
source  of  the  Nile.  Beautiful,  savage, 
weird.  And  you  thought  a  travel  horror 
story  was  lost  luggage  at  Frankfurt. 

robin  and  MARIAN  (1976) — Sean 
Connery  as  the  aging  Robin  Hood  (and  a 
darn  sight  better  than  Kevin  Costner's 


un-aging  Robin  Hood,  for  our  money): 
Audrey  Hepburn  as  the  aging-but-still- 
to-die-for  Maid  Marian. 

LA  FEMME  NIKITA  (1991) — Wild — 
and  we  do  mean,  wild — and  noir — and 
boy  do  we  mean,  noir — flick  about  a 
leggy  French  gangstress  who's  recruited 
as  an  assassin  by  a  super  secrete  govern- 
ment agency.  Strap  yourself  in  tight. 

THREE  DAYS  OF  THE  CONDOR 

(1975) — Slick,  paranoid,  post- Watergate 
thriller  about  a  CI A-within-the-CIA 
that  decides  to  kill  Robert  Redford 
and  Faye  Dunaway.  Dumb,  but  very 
well  done. 

F/x  (1985) — Namesakes  Bryan  Brown 
and  Brian  Dennehy  team  up  to  outwit 
the  bad  guys  in  this  clever  and  very  lik- 
able thriller  about  a  special  effects  man 
and  a  tough,  overweight  cop. 

THE  SHOP  AROUND  THE  CORNER 

(1940) — Ernst  Lubitsch  directed  Jimmy- 
Stewart  and  Margaret 
Sullavan  as  feuding 
employees  who  turn  out 
to  be  unwitting  corre- 
spondents in  a  column- 
for-the-lovelorn.  Love 
blooms.  Magic,  old- 
fashioned  stuff. 

HOUSE  OF  GAMES 

(1987)— David  Mamet 
wrote  and  directed  this 
"who's-conning-whom," 


an  odd  tale  of  a  psychiatrist  who  takes  a 
gamble  with  her  own  values. 

CHINATOWN  {1974) — Nichol- 
son and  Dunaway  in  a  superbly  rendered 
moral  tale  of  greed  in  Los  Angeles  of  the 
'30s.  Great  John  Huston,  too. 

WITNESS  FOR  THE  PROSECUTION 

(1957) — A  real  courtroom  thriller  that 
combines  an  Agatha  Christie  plot  with 
Marlene  Dietrich.  Tyrone  Power  and 
Charles  Laughton.  all  at  the  top  of  their 
form.  We  rest  our  case. 

hud  (1963) — In  one  of  his  rare  bad  guy 
roles,  Paul  Newman  is  superb  as  the  rot- 
ten son  who  makes  trouble  for  everyone. 
From  a  Larry  McMurtry  novel. 

JEREMIAH  JOHNSON  [1972) — 
Robert  Redford  was  never  more  hirsute 
than  in  this  fine,  small  picture  of  a 
mountain  man  battling  the  elements — 
and  the  none-too-friendly  Native 
Americans — of  the  Old  W  est. 
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White  Mischief 
Advise  And  Consent 
The  Quiet  Man 
Mountains  Of  The  Moon 
Robin  And  Marian 
La  Femme  Nikita 
Three  Days  Of  The  Condor 
FIX 

The  Shop  Around  The  Corner 
House  Of  Games 


Chinatown 
Witness  For  The  Prosecution 
Hud 

Jeremiah  Johnson 
Atlantic  City 
To  Have  And  Have  Not 
The  Grifters 
('rimes  And  Misdemeanors 
The  Shooting  Parry 
The  Red  Shoes 


ATLANTIC  CITY  (1981) — Burt 
Lancaster  excels  as  a  small-time  mobster 
who  finally  scores,  in  this  wry  Louis 
Malle  picture. 

TO  HAVE  AND  HAVE  NOT  (1945)— 

Casablanca  in  the  Caribbean.  "You  know 
how  to  whistle,  don't  you,  Steve?  You 
jusi  put  your  lips  together  and..." 

the  grifters  (1990) — So  darkly 
playful.  John  Cusack  is  caught  between 
two  deadly  women,  mother  Anjelica 
Huston  and  lover  Annette  Bening,  in 
this  taut,  sexy  Stephen  Frears  adaptation 
of  the  James  Thompson  novel. 


CRIMES  A 


ND  MISDEMEANORS 

(1989)— If  this  had  been 
anyone  else's  third  or 
fourth  picture,  a  cascade 
of  Oscars  would  have  fol- 
lowed. Instead,  it  was 
Woody  Allen's  25th — 
and  one  of  his  best. 


THE  SHOOTING 
PARTY  (1984)— 
Upper-class  Edwar- 
dian England  in  all  its 
neurasthenia  and  dis- 
sipation, on  the  eve  of 
the  Great  War.  James  Mason,  in  his  final 
role,  leads  an  expert  cast. 

the  RED  shoes  (1948) — A  glam- 
orous battle  for  one  woman's  feet — and 
her  soul.  Hans  Christian  Andersen  had 
the  idea,  but  he  never  could  have  imag- 
ined the  costumes,  the  choreography,  or 
anything  close  to  Moira  Shearer. 

Comedy 

object  of  beauty  (1991) — Sexy 
Andie  MacDowell  and  an  uncharacteris- 
tically suave  John  Malkovich  as  two  hap- 
less Yank  yuppies  stuck  in  an  expensive 
London  hotel  and  unable  to  pay  the  bill. 
Bonus:  nude  Andie  calls  room  service. 

water  (1985) — Michael  Caine  as  a 
down-and-out  Brit  ambassador  to  a 
Caribbean  island.  U.S.  oil  drilling  firm 
accidentally  strikes  mineral  water, 


threatening  the  French. 
Superpowers  converge.  Hil- 
arious. Produced  by  former 
Beatle  George  Harrison. 

smile  (1975)— Michael 
Ritchie's  killingly  funny 
"Young  American  Miss"  beau- 
ty pageant,  as  run  by  a  glad- 
handing  Bruce  Dern  and  an 
uptight  Barbara  Feldon. 
Footnote:  Melanie  Griffith's  first  movie 


Action 

damn     the  defian" 

(1962)— C  a  p  t  a  i  n  Ale 
Guinness  copes  witl 
Napoleon's  fleet,  a  sadistic  firs 
mate,  and  a  mutinous  crew 
Loosely  based  on  the  Britisl 
mutinies  of  1797.  Great  man  c 
war  battle  scenes. 


RUGGLES  OF  RED  GAP  (1935)— 
Charles  Laughton  as  an  English  butler 
whose  gentleman  loses  him  in  a  poker 
game  to  a  rough-hewn  but  egalitarian 
cowboy.  A  five-carat  charmer,  and  virtu- 
ally unknown. 

A  TAXING  WOMAN  (1987) — Sharp, 
funny  and  unpredictable  story  of  an 
undercover  revenue  agent  who  traps  tax 
cheats  in  ingenious  ways.  The  "love 
hotel"  operator  scenes  are  delightful. 

THE  LADY  EVE  (1941) — Barbara 
Stanwyck  and  Henry  Fonda  in  one 
of  life's  sure-fire  great  films.  Best 
moment:  Eugene  Pallette  howling, 
"Where's  my  breakfast!" 

THE  PALM  BEACH  STORY  {1942)  — 
Another  Preston  Sturges  classic  with  Joel 
McCrea  and  Claudette  Colbert. 
Delightful  Rudy  Vallee  as  John  D. 
Hackensacker  III  (read  Rockefeller). 
Favorite  scene:  Claudette  on  the 
overnight  train  with  the  drunken  mem- 
bers of  the  Ale  and  Quail  Club. 

SULLIVAN'S  TRAVELS  (1941) — 

Encore  Preston  Sturges,  Joel  McCrea 
aussi  as  a  Hollywood  director  who's 
decided  to  get  a  life.  Tragi-comedy. 

HOPE  AND  GLORY  (1987) — A  honey 
of  a  memoir  of  a  boy  growing  up  in 
London  of  the  Blitz.  For  him  and  his 
mates,  war  was  bliss.  Ian  Bannen  as 
the  irascible,  still-randy  grandfather 
is  killing. 

SOAPDISH  (1991) — Sally  Field  as  a 
hysterical  soap  opera  diva  of  a  certain 
  age,  Kevin  Kline  as  her 
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I  dumped  lover  co-star. 
I  Laugh-out-loud  funny. 


I 


Object  Of  Beauty 
Water 
Smile 
Ruggles  Of  Red  Gap 
A  Taxing  Woman 
The  Lady  Eve 
The  Palm  Beach  Story 
Sullivan's  Travels 
Hope  And  Glory 
Soapdish 
The  Three  Musketeers  & 


The  Four  Musketeers 
Damn  The  Defiant 

PT-109 
In  Which  We  Serve 
The  Man  Who  Would  Be  King 
The  Enemy  Bchm 
Run  Silent,  Run  Deep 
Wild  Hearts  Gan't  Be  Broken 
The  Rocketeer 
Willy  Wonka  And  The 
Chocolate  Factory 


THE  THREE  MUSKE- 
TEERS; THE  FOUR 
MUSKETEERS  (1973, 
1974) — The  "star-stud- 
ded cast"  approach 
actually  works  in  these 
delicious  film  versions 
of    Dumas'  wonder 


I 
I 

I  boys.  En  garde 


PT  109  (1963) — Dated,  sure,  buc  as 
piece  of  celluloid  hagiography,  irre 
sistible  in  a  camp  sort  of  way.  Wh 
haven't  they  done  a  remake  of  this} 

IN  WHICH  WE  SERVE  (1942) — No« 
Coward's  fictionalized  account  of  Lor 
Mountbatten's  naval  exploits  in  WWII 
Makes  you  want  to  stand  up  and  sin 
"God  Save  The  King." 

THE  MAN  WHO  WOULD  BE  KINI 

(1975) — The  greatest  movie  ever  mad( 
period.  Sean  Connery  and  Michae 
Caine  in  John  Huston's  version  of  th 
Kipling  short  story  about  two  roguisl 
19th-century  ex-British  army  ranker 
who  set  off  to  conquer  their  own  empirt 

THE  ENEMY  BELOW;  RUN  SILEN1 
RUN  DEEP  (1957,  1958) — Tough,  gritt 
WWII  sub  stories.  Respectively,  Cui 
Jurgens  vs.  Robert  Mitchum  and  Bui 
Lancaster  vs.  Clark  Gable.  Real  men,  re; 
action.  To  dive  for. 


Family 

wild  hearts 
can't  be  bro- 
KEN (1991)— IK  16- 
year-old    girl  be- 
comes  a   rider  of 
"diving  horses"  (off 
a  platform  into  a 
tank)  during  the 
Depression.  Our 
selves,  we'd  rather 
have  sold  apples 
on  street  corners, 
inspiring  fun. 


Saga 


Hope 
Glory*  i 


But  good,  clea 


THE  ROCKETEER  (1991) — Nic 
young  people  vs.  the  Nazis  in  pre-Valle 
Girl  California.  Great  special  effects — £ 
you  might  expect  from  Disney — plus 
toothsome  heroine  Dad  can  enjoy. 

WILLY  WONKA  AND  TH 
CHOCOLATE  FACTORY  (1971) — 1 
this  a  film  for  children  or  adults?  Roal 
Dahl's  great  short  novel  features  Gen 
Wilder  as  the  engagingly  misanthropi 
Wonka.  BS 

Ri  >bert  Forbes  spends  more  time  than  I 
cares  to  admit  screening  videos. 
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At  any  given  moment 
half  the  world  is  enjoying  Black. 


Ultimately,  there's  Black, 


12  YEAR  OLD  SCOTCH 


,   T  - 


The  Glrcier  express 


By   BARNABY   CONRAD  III 

Illustrations  By   R  .    KENTON  NELSON 

DOING  THE  SWISS  HEPS  WELL  HND  TRUE 

The  Matterhorn  is  a  snow-covered  mountain  4,478  meters  high,  and  it  is  the 
most  distinctive  peak  in  Switzerland .  The  Swiss  call  it  the  Secret  Bank  Account 
Of  Heaven.  Near  a  glacial  crevasse  on  the  northern  slope  lies  a  leopa?~d  skin 
coat.  No  one  has  explained  what  the  owner  of  the  leopard  skin  coat  was  seeking 
at  that  altitude,  or  if  it  was  just  another  case  of  reckless  social  climbing. 

— from  The  Snows  Of  The  Matterhorn,  an  unpublished  manuscript  by  Ernest  Hemingway  and  Judith  Krantz. 


As  the  Hotel  Mont-Cervin's  horse-drawn 
carriage  rattled  down  the  main  street  of 
Zermatt,  you  looked  up  at  the  high  crest  of  the 
Matterhorn  for  the  last  time,  and  then  you 
were  at  the  train  station,  sending  the  good  heavy  luggage 
cart  through  a  phalanx  of  women  in  fur  coats  and  sun- 
glasses who  moved  like  lionesses  around  a  wounded 
wildebeest.  They  did  not  feel  the  way  you  did  about  the 
English  climbers  who  had  died  on  the  mountain,  nor  did 
they  understand  utilizing  schnapps  for  medicinal  pur- 
poses only  on  the  last  run  down  Schwarzsee  with  the 
bridge-playing  baroness  who  affectionately  called  you 
Meine  kleine  dummy,  but  tomorrow  you  would  be  sober 
and  the  women  in  fur  coats  would  still  be  contemplating 
liposuction  after  Fritz  the  ski  instructor  told  them  to 
bend  ze  kneez  even  after  midnight,  and  then  you 
stepped  onto  the  train  to  St.  Moritz,  hefting  the  big  200- 
centimeter  Dynastars  that  were  custom-made  to  pursue 
social  lions,  snow  bunnies  and  trust  fund  vampires 
among  the  moguls  as  big  as  white  elephants.... 

Thank  heavens  Hemingway  and  Judith  Krantz  never 
collaborated  on  a  story  set  in  Switzerland,  but  they  both 


would  have  enjoyed  the  skiing  in  Zermatt,  the  literary 
celebrity  of  Klosters,  and  the  hyper-glitz  of  St.  Moritz.  On 
a  true  Swiss  ski  safari  there  is  really  only  one  way  to  go:  by 
Glacier  Express,  a  train  that  links  these  marvelous  resorts 
(one  reaches  Klosters  through  Davos)  in  an  unforgettable 
290-kilometer  journey  across  the  scenic  spine  of  the  Alps. 

The  only  one  who  loves  trains  more  than  a  child  is  an 
adult  (me)  who  is  bored  by  cars  and  airplanes.  There  was 
a  contagious  sense  of  adventure — and  just  a  dash  of 
social  pretension — in  the  Zermatt  train  station  as  fur- 
coated  matrons  and  Swiss  backpackers  lugged  skis  and 
luggage  aboard  the  six  gleaming  red  cars  of  the  Glacier 
Express.  I  found  my  reserved  seat  in  car  21,  surrounded 
by  Erench  and  Swiss  travelers,  and  settled  in  for  the 
seven-and-a-half  hour  trip. 

Till'.  Glacier  Express  is  operated  by  three  railway 
companies,  the  Furka-Oberalp  Railway,  the  Brigue- 
Visp-Zermatt  Railway  and  the  Rhaetian  Railway.  In 
linking  the  Matterhorn  to  the  Bernina,  and  the  River 
Rhone  to  the  River  Rhine,  the  narrow-gauge  train  cross- 
es sonic  ,i()()  bridges,  passes  through  91  tunnels,  and  reach- 
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cs  altitudes  of  just  over 
2,000  meters.  Not  much 
has  changed  since  the 
route  opened  in  1928, 
and  it  is  a  chugging 
journey  of  switchbacks 
more  appropriately  ne- 
gotiated by  a  string  of 
pack  mules. 

Across  the  aisle  from 
me  sat  an  older  woman 
in  a  mink  coat  with  a 
pug  on  a  leash.  From 
Venezuela,  she  had  vis- 
ited friends  in  Zermatt, 
and  was  now  meeting 
her  husband  in  St. 
Moritz.  The  pug,  look- 
ing a  bit  like  Peter 
Lorre  on  Alpo,  was  shy 
hut  inquisitive  and 
allowed  me  to  scratch 
him  behind  the  ears. 
The  woman  smiled  at 
me,  fellow  pug-lover.  "His  name  Jose." 

Just  as  the  train  was  about  to  pull  out,  a 
Frenchwoman  in  sunglasses  and  leopard  fur  coat  board- 
ed and  came  down  the  aisle.  Jose  flew  into  a  barking 
rage.  He  leapt  towards  the  Frenchwoman,  but  the  leash 
caught  him  up  short,  like  a  yo-yo. 

"Chien  mechant"  muttered  the  Frenchwoman. 

"Jose,  cdyateF  said  the  Venezuelan  woman  jerking 
the  leash.  "So  sorry." 

As  the  leopard  coat  swished  down  the  aisle,  passen- 
gers gave  Jose  the  disapproving  look  that  is  a  genetic 
instinct  of  the  Swiss,  and  then  turned  back  to  their  news- 
papers. Why,  I  asked  the  Venezuelan,  had  Jose  become 
so  excitadol 

"He  no  like  leopard." 

"Why  he  no  like?"  The  Desi  Arnaz  diction  was 
contagious. 

"1  lc  have  bad  time  with  ya-goo-ar." 
"Ya-goo-ar?" 

"A  big  leopard.  The  spots." 
"Ah,  jaguar.  Where?" 

"We  go  to  the  jungle.  To  petting  zoo.  Baby  ya-goo-ar 
scretching  Jose.  Here."  Turning  the  pug  around,  she 
showed  me  faint  scars  on  his  flank.  "Now  he  no  like 
spots.  Pobrecito.  But  he  like  chocolate."  She  unwrapped  a 
piece  of  Toblerone  and  held  it  up  so  that  the  pug  danced 
on  his  hind  legs  with  open  jaws  salivating.  "Zees  pog 
loooffff  dat  Sweess  chocolate!" 

Wk  descended  the  Visp  Ri\ek  valley,  a  wild  gorge 
full  of  rushing  water  and  steep  drop-offs,  and  I  heard  a 
ratcheting  sound  under  the  floor.  It  was  the  rack-and- 
pinion  system  that  prevents  runaways.  We  reached  Brig 


On  a  true  Swiss  ski  safari  there  is  really  only  one  way  to  go:  by  Glacier  Express,  an 
unforgettable  290-kilometer  journey  across  the  scenic  spine  of  the  Alps. 


an  hour-and-a-half  later.  More  skiers  boarded,  and  th 
train  opened  up  the  throttle  as  we  crossed  the  Rhon 
River.  Small  villages  flew  by,  each  highlighted  with 
church  steeple.  For  several  miles  we  paralleled  a  cros 
country  ski  race  in  progress.  Reaching  Andermatt  at 
p.m.,  there  was  a  slight  delay  as  the  restaurant  car  w: 
attached,  then  we  headed  up  the  Oberalp  pass  with  th 
rack-and-pinion  grinding  away.  The  view  back  down  I 
Andermatt  and  its  valley  was  breathtaking. 

Lunch  was  announced  for  one-thirty.  In  the  dinir 
car  I  was  seated  across  from  a  bearded  man  who  bore 
striking  resemblance  to  the  comedian  Robin  Williams, 
friendly  Swiss,  he  insisted  on  pouring  me  a  glass  from  h 
own  wine  bottle.  "We  share!"  Hansjorg  Roegy  was 
high-school  math  teacher  on  his  way  home  to  Ziiric 
after  leading  a  school  tour  in  the  Alps.  He  confessed  l 
loving  the  Glacier  Express  "Why  take  car  when  all  th 
beauty  is  available?"  he  said,  sweeping  his  hand  over  th 
vista,  framed  in  our  window  like  a  Swiss  travel  poster. 

We  began  with  a  soup  course — bouillon — ladled  by 
waiter  with  comic  grace  as  the  train  rocked  back  an 
forth.  "Is  funny,  no?"  Hansjorg  was  an  amateur  be< 
keeper,  and  in  the  summers  transports  his  hives  on  vac; 
tion  with  him.  By  train?  "I  wish  to  do  so,  but  can  yo 
imagine  if  they  got  loose?  Big  problems!  Gotz  nauT 

The  main  course  was  sliced  veal,  mashed  potatoc 
and  zucchini,  rather  plain  but  nourishing.  We  drank 
simple  Maienfelder  Pinot  Noir,  "made  near  Chur — bj 
train  station  on  this  route,"  said  Hansjorg.  A  cheese  plai 
arrived,  followed  by  chocolate  mousse.  And  this  w< 
topped  off  with  tiny  snifters  of  Poire  William,  which  th 
waiter  poured  in  an  exhibitionist  manner.  Filling  th 
glass,  he  pulled  the  bottle  ever  higher,  until  a  stream  < 


!  i  IRBES 


FY  I 


liquid  nearly  a  meter  long  trickled  into  the  glass — even 
with  the  train  rocking.  "It's  like  a  horse  pissing  with 
radar  system,"  chuckled  Hansjorg.  (Score  two  points  for 
unexpected  Swiss  humor.)  We  had  three  liqueurs  each — 
"It's  good  for  the  health,"  said  Hansjorg — and  it  wasn't 
long  before  the  gorgeous  Alpine  scenery  took  on  the 
heart-warming  aspect  of  a  Disney  film  backdrop.  Life 
was  good  and  growing  fuzzier  by  the  minute. 

Across  the  aisle  sat  four  Swiss  Army  regulars  armed  with 
enormous  automatic  rifles.  They  had 
just  come  from  a  winter  sports  com- 
petition involving  several  divisions 
of  the  Swiss  Army.  After  buying  a 
round  of  beer  for  the  soldiers,  one 
of  them  pinned  a  clunky  marks- 
manship    medal     from  the 
Wetterkamp  sports  activities  on 
my  shirt.  "Thanks,"  I  said,  "but 
does  it  have  a  nail-clipper  anc 
tweezers?"  (Actually,  I'd  been 
hoping  for  a  knife.)  Another  sol- 
dier tore  his  insignia  numerals  off 
his  lapels  and  handed  them  to 
me  as  a  gift.  That  was  worth 
another  round  of  Poire  Williams, 
for  international  relations  and 
"medicinal  purposes  only." 

We  were  now  rolling  across 

the  valley  of  the  upper  Rhine, 

looping  through  gorges  and 

forested  glades.  At  Reichenau 

the  train  separated,  with  the 

front  half  going  to  Chur  anc 

Davos  (and  the  connection 

for  Klosters)  and  the  back 
ihalf  going  to  St.  Moritz. 

Here    Hansjorg   and  I 
I  waved  goodbye. 

The  train  began  to  climb 
i again  as  the  mountains  of 

the   Engadine   rose  up 

around  us.  Traversing  a 
i  bridge,  I  made  the  mistake 

of  looking  down  a  500-foot 
[gorge  and  felt  a  swirl  of 
(vertigo.  With  another  Poire 

■  William  "for  medicinal  purposes  only,"  my  confidence 
in  Swiss  engineering  was  restored.  Then  the  scenery 
opened  onto  a  long  valley.  At  the  end  of  it  I  saw  the 
hotels  and  church  spires  of  St.  Moritz  backed  up  by 

I  mountains  of  great  beauty. 

At  the  train  station  I  got  my  bags  down  to  the  plat- 

Iform,  and  was  met  by  a  liveried  chauffeur  from  the 
Suvretta  House.  "How  did  you  recognize  me?"  I  asked, 

]  thinking  my  Tyrolean  hat  would  offer  camouflage. 
"Your  hat,  sir,"  he  said. 


0n      Glacier  Express, 
and getting  fu. 


"I  wore  it  to  blend  in." 

"Begging  your  pardon,  but  only  old  men  or  Americans 
wear  them  anymore.  May  I  show  you  to  the  car?" 

YOU  LOOKED  BACK  ONCE  AT  THE  WELL-COUPLED  RED  TRAIN 

cars,  and  you  remembered  what  Joyce  had  said  about 
tightening  your  sentences  like  ski  bindings,  only  you 
knew  the  Irish  were  no  good  at  skiing  so  you  doubted  the 
advice.  It  had  been  a  good  train  on  which  to  wear  a  hat 
meant  for  old  Americans  like  Bing  Crosby,  but  you  were 

glad  you  had  refrained  at 
the  last  minute  from  wear- 
ing the  lederhosen  shorts 
with  the  plastic  edelweiss 
buttons.  You  were  not  so  old 
as  der  Bingle  but  you  were 
full  of  the  Poire  Williams 
that  you  shared  with  the  bee- 
keep  ing  math  teacher  and 
with  the  Swiss  soldiers  who 
iefended  their  country  full  of 
Swatches  and  secret  bank 
accounts,  and  you  knew  you 
had  seen  some  of  the  best 
country  at  the  highest  altitude, 
snow-covered  mountains  and 
contoured  valleys  that  remind- 
ed you  of  Ursula  Andress,  the 
pouting  Swiss  beauty  of  your 
schooldays.  You  moved  down 
the  icy  train  platform  filled  with 
skiers,  and  you  were  sure  that 
even  greater  pleasures  awaited 
you  at  the  old  hotel  high  above 
St.  Moritz  where  they  knew  how 
[  to  make  a  dry  Martini  that  was 
f  shaken,  not  stirred.  Then  from 
the  corner  of  your  eye  you  saw  the 
flash  of  leopard  fur  and  heard  the 
harsh  words  in  French  and  Spanish 
and  something  barked  and  ran 
between  your  legs  and  you  slipped 
on  the  ice  and  went  down  hard. 
Now  the  Venezuelan  pug  Jose  was 
standing  on  your  chest  with  the 
weight  of  a  hyena  and  the  breath  of 
Alpo,  licking  you  the  way  the  bridge- 
playing  baroness  had  done  in  Zer- 
matt,  but  then  you  were  lifted  to  your  feet,  and  you  felt 
better  when  you  saw  the  mountains  cutting  sharp  against 
the  sky,  and  you  dimly  heard  the  chauffeur  ask,  with 
deep  concern,  "Are  you  going  to  be  all  right,  sir?" 

(For  information  call  Rail  Europe,  S00-438-7  245.1  © 

Barnabv  Conrad  hi  is  the  author  of  Absinthe:  History  In 
A  Bottle  (Chronicle  Hooks). 


'life  was  good 
ter  by  the  minute." 
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Guaranteed  to  make  a  deep  impression 


Omega  Seamaster  Professional. 
Steel  men's  automatic  chronometer  with  date. 
Screw-down  crown 
and  helium  escape  valve. 
Water-resistant  to  300  m/1000  ft. 
Pat.  pending. 
Swiss  made  since  1848. 


WINDSOR  JEWELERS 

380  Knollwood 
Winston-Salem,  NC  27103 
(919)  721-1  768 
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Zermhtt  Revisited 


By  ALISTAIR 
HORNE 


ZERM 


I CAN     DATE  IT 
exactly;  it  was  the 
month   the  first 
Sputnik  took  off — 
October  1957.  We  were 
sitting  in   the  Deux 
Magots,  St.  Germain,  an 
American  writer  friend 
and  I,  drowning  our  wor- 
ries. Was  the  Cold  War 
already  lost;  should  we 
start  learning  Russian? 

Instead  we  headed, 
with  our  two  wives,  for 
Switzerland.  (It  might  not 

be  there  next  year,  we  reckoned.)  Zermatt  we  hit  on  a 
magic  fall  day  of  gold  and  blue.  Something  about  the  Mat- 
terhorn  made  us- — like  others  before  us — go  slightly  mad. 
We  grabbed  a  picnic,  and  climbed  most  of  the  way  up  to 
its  base.  When  we  started  back  down,  half-drunk  with  sun 
and  Valais  pinot  noir,  the  steep  track  was  beginning  to 
freeze  up  and  turn  to  treacherous  ice.  The  girls  had  on 
moccasins  about  as  substantial  as  bedroom  slippers.  Gig- 
gling, we  slithered  and  stumbled  down  in  the  twilight. 

One  thing  that  day's  euphoria  did  was  to  give  us  all  a 
lust  to  conquer — not  the  Matterhorn,  but  skiing.  Three- 
and-a-half  decades  later,  with  a  lifetime  of  ski-bliss 
behind  mc.  I  went  back.  There  was  no  snow  in  the  rest 


of  the  Alps;  but, 
because  of  its  great 
height,  Zermatt 
had  it. 

It  also  seemed  to 
have  every  skier  in 
Europe.  Not  a 
room  was  to  be 
had — except  at 
hideous  cost,  in 
the  glitzy  but 
extremely  friend- 
ly Zermatterhof. 
Never  the  most  convenient 
resort  to  get  to,  now  you  can  at  least  drive  all  the  way  up 
to  Tasch,  a  ten-minute  ride  by  train  or  taxi  up  to  the 
town;  but  how  agreeably  romantic  it  is  still  to  be  picked 
up  at  the  station  by  a  horse-drawn  droshky\ 

The  first  night  I  suffered  the  restless,  hyperventilated 
sleeplessness  that  often  comes  with  unaccustomed  high 
altitude;  at  1,620  meters,  Zermatt  is  a  mile  high.  But  it's 
impossible  to  wake  up  without  getting  a  great  lift  of  the 
heart,  such  as  no  other  ski  resort  can  give  you:  the 
mighty  amphitheater  of  4, 000-meter  peaks,  and  their 
glistening  glaciers — and  above  all  the  soaring  tooth  of  the 
Matterhorn,  ringed,  as  usual,  with  its  tiny  halo  of  cloud. 

Once  again,  it  filled  me  with  that  sense  of  awe  which 
instantly  reduces  to  proper  proportions  any  residual  arro- 
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gance  one  may  harbor  towards  snow  and  mountains.  One 
ol  my  first  acts  was  to  do  homage  in  the  somber  little 
graveyard,  where  lie  some  70  climber  victims  of  the  Mat- 
terhorn,  including  those  who  died  on  Edward  Whym- 
per's  triumphant  but  tragic  climb  of  nearly  a  hundred 
and  thirty  years  ago  (July  1865). 

TODA^  rHERE  ARE  FIXED  ROPES  ALL  THE  WA\  UP  THE  MaT- 
terhorn;  but  of  the  3,000  or  so  who  challenge  it  each  year, 
a  half-dozen  will  end  up  in  the  cemetery. 

Keeping  t  ars  out  of  Zermatt  has  done  wonders  to  pre- 
serve us  charms  in  a  way  that  few  Alpine  resorts  have. 
The  stream  still  rushes  through  its  center;  ancient  black 
hay  barns  on  stilts,  with  their  stone  roofs  typical  of  the 
Valais,  arc  still  scattered  about 
the  town.  To  obviate  the  long, 
painful  walk  back  from  the  slopes 
of  yesteryear,  a  fleet  of  electric 
mini-buses  glide  silently  around, 
w  ithout  upsetting  the  backdrop. 

Since  the  '70s  a  wonderful  job 
has  been  done  supplementing 
the  lifts,  building  an  under- 
ground  rail  up  the  Blauherd,  and 
double-tracking  the  a n c i e n t 
Gornergrat  railway.  At  any  one 
time  you  can  now  see  eight  of 
the  busy  little  orange  rail  cars 
bustling  up  the  mountain.  And 
pistes,  above  the  tree-line,  are  so 
marvelously  broad  that  you  can 
feel  painlessly  alone. 

In  the  sunshine  like  that  of  the 
Sputnik  October,  I  decided  to  run 
down  to  Cervinia,  over  the  frontier  into  Italy,  an  old 
favorite  of  mine,  and  one  of  the  longest  in  the  Alps.  To 
get  up  to  the  Klein  Matterhorn  (costing  an  extra  50  Swiss 
francs),  there  are  three  sections,  culminating  in  (at  3,880 
meters)  the  highest  cable  car  in  Europe.  After  skiing 
down  to  the  Theodul  Pass,  where  coins  left  by  those 
intrepid  Romans  have  been  found,  a  remorseless  wind 
nearly  knocked  us  off  the  lift  up  the  other  side.  It  was  par 
for  the  course,  up  here.  Suddenly  we  were  standing 
almost  at  the  base  of  the  Matterhorn,  gazing  vertiginous- 
ly up  its  great  shaft. 

From  then  off,  for  the  rest  of  the  day,  it  w  as  sheer  par- 
adise. Broad  and  bland,  with  few  testing  stretches  yet 
fast,  the  Cervinia  run  is  one  of  those  that  makes  anyone 
feel  he  is  the  Eranz  Klammer  class.  And  so  incredibly 
beautiful!  As  you  cross  into  Italy,  quite  suddenly  there 
arc  noisy  and  excitable  Italians  on  the  lifts,  and  seductive 
w  luffs  of  garlic  from  the  valley  below. 

Some  time  ago,  an  elderly  Italian  Marchese,  rather  hard 
of  hearing,  got  lost  at  the  top  of  the  run  from  Cervinia  and 
wondered  why  nobody  could  understand  him  at  the  bot- 
tom. I  lc  had  arrived  in  Zermatt  by  mistake!  True  story, 
and  it's  not  that  difficult  to  do;  at  least,  now  in  Odors' 


Europe,  you  don't  need  to  take  a  passport  with  you. 

At  Cervinia,  a  rather  dilapidated  small  resort,  w 
restored  ourselves  with  a  delectable  lunch  of  penne  an 
white  Pinot  Origio,  terminated  with  two  slugs  of  Grap 
pa — something  always  associated  with  happiness,  an 
for  courage.  And  all  for  considerably  less  than  it  wonl 
have  cost  in  Zermatt. 

We  made  it  twice  down  to  Cervinia;  then  up  o\  cr  th 
frontier  again,  with  three  runs  down  the  Furgg  an 
Schwarsee,  and  back  to  Zermatt.  It  was  one  of  those  da\ 
at  the  end  of  w  hich  you  feel  reconciled  to  hanging  U 
your  skis  forever,  because  it  can  never  be  better.  Bli 
how  glad  I  was  to  be  able  to  slump  into  one  of  those  w  e 
coming  little  electric  buses  down  by  the  river. 

That  night  we  dined  at  th 
Spycher,  a  friendly  place  w  it 
lots  of  Valaisien  atmosphere, 
can,  with  honor,  recommend  i 
w  e  had  the  best  daube  du  patrc 
and  an  excellent  tournedos  a  t 
tnoelle — and  at  prices  reasonabl 
by  Swiss  standards.  (Zermatt 
not  cheap! ) 

I  woke  up  in  some  gloom;  th 
Matterhorn  was  blanketed  in 
fog.  Nevertheless,  at  mid-mon 
ing  we  set  off  up  the  Gornergra 
in  terrible  visibility.  Sudden! 
the  sun  came  out,  granting  si 
fabulous  runs  in  a  foot  of  ligl 
powder,  on  almost  empty  slope 
On  this  short  trip,  there  w; 
no  time  to  sample  the  delights  < 
the  Blauherd  slopes,  rising  t 
3,103  meters  over  on  the  east  side  of  the  valley.  Thei 
are  some  34  different  lifts  in  Zermatt,  not  includin 
the  Cervinia  complex,  and  the  variety  should  satisi 
almost  any  skier. 

So  what  is  the  bad  news?  Inconvenient  to  get  to,  an 
isolated,  Zermatt  has  no  runs  linking  it  to  the  oth< 
resorts — like  the  great  French  complex  of  the  Tro 
Vallees.  It  is  very  rocky — so  keep  away  if  the  sno 
cover  is  sparse.  On  the  other  hand,  there  is  that  fa 
assurance  of  good  snow,  even  in  the  worst  year,  whic 
its  high  altitude  provides. 

Zermatt  is  also  one  of  the  few  resorts  where  glaci< 
skiing  continues  well  into  the  summer  months. 

I  went  home  to  Eondon  dreaming— maybe,  before 
hang  up  m\  skis,  I  could  do  the  Haute  Route,  from  Ze 
matt  high  up  among  the  glaciers,  sometime  one  June. 

(For  more  information,  contact  the  Zermatt  Tourist  Office  i 
011-41-28-66-11-81.)  38 


Alistair  Horne  is  a  British  biographer  and  historian,  f 
has  spent  most  of  his  activt  life  skiing  in  Europe,  with,  i 
allows,  "some  diversions  to  the  I  S.A. " 


It  whs  one  of  those 
days  ht  the  end  of  which 
you  feel  reconciled  10 
homing  up  your  skis 
forever,  because  ii  con 
never  be  better. 
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Do  your 
Christmas  shopping 

in  your  PJs. 


Remember  Christmas  shopping  last 
year?  The  traffic,  the  crowds,  the  sales- 
people too  harried  to  help  you?  It  took 
forever  just  to  get  through  Gift  Wrap. 
Coming  back  from  the  Mall,  you 
swore  you'd  never  do  that  again.  Well,  here's  a  little 
suggestion:  this  year  shop  in  the  Lands'  End  catalog. 
It's  our  "store,"  and  if  s  never,  ever  crowded.  You  can 
browse  whenever  you  feel  the  urge.  And  come  as  you  are. 

Our  catalog  is  full  of  beautiful  things:  cashmere  sweaters  and 
rugged  outerwear,  buttondown  shirts  and  merino  wool  skirts, 
kids'  clothes  -  and  so  much  else.  All  fine  quality,  and  fairly  priced. 

Whenever  you're  ready  to  order,  talk  with  one  of  our 
friendly  operators.  Call  any  time,  day  or  night.  (Yes, Virginia, 
we're  still  friendly  at  3  a.m.) 

We'll  happily  gift  wrap  your  selections  and  deliver  them  to 
as  many  addresses  as  you  like,  with  a  card  from  you.  All  for  a 
small  charge.  (If  you  want,  we'll  even  add  a  sticker:  "Do  Not 
Open  till  Christmas.") 

And  don't  worry:  if  there's  no  hemming  or 
monogramming,  order  till  Dec.  22  and 
we  still  guarantee  to  get  it  there  on  time 
Neat?  Have  a  happy  holiday! 

•fjI993  lands  End.  inc 

If  you'd  like  a  free  catalog,  call  us  any  time,  24  hours  a  day,  at  1-800-356-4444 
Or  mail  this  coupon  to:  1  Lands'  End  Lane,  Dept.  PP,  Dodgeville,  WI  53595 
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The  Ultimate  Travel 
Experience 

THE  FORBES  FYI 

CONNOISSEURS' 
TOUR  OF  SCOTLAND 

Exclusively  Designed  and  Operated  by 
Cable  &  Knight  Heritage  Tours 

OUR  TOUR  WILL  TAKE  YOU  ON  A  JOURNEY  TO  DISCOVER  THE  HIDDEN 
BEAUTY  OF  THE  SCOTTISH  COUNTRYSIDE. 


ENJOY  TRADITIONAL  SPORTS  LIKE  GOLF  AND  FLY-FISHING,  intimate  dinners 
hosted  by  Scottish  gentry,  stays  in  elegant  hotels  and  castles,  distillery  tours  and  malt 
whisky  tastings,  shopping  at  select 
boutiques  and  even  a  hot-air 
balloon  tour.  Play  golf  on  the 
courses  chosen  for  the  1994, 1995 
and  1997  British  Open,  with  clinics 
led  by  today's  finest  golf  pros. 

JOIN  US  FOR  THIS  EXCITING" 
TRAVEL  ADVENTURE,  and 

discover  the  insider's  Scotland. 
We  will  be  accompanied  by  a 
writer  and  photographer,  so  our  adventure  can  be  showcased  in  a  special  sponsored 
section  in  FORBES  FYI  for  you  to  relish... and  your  friends  to  envy!  

THIS  ONCE-IN-A-LIFETIME  EXPERIENCE  will  be  limited  to  24  people,  so  reserve 
early  to  ensure  your  participation.  The  tour  makes  a  wonderful  holiday  gift  for  the 
person  who  has  everything,  and  you  will  receive  a  keepsake  to  present  to  the 
fortunate  recipient.  9 

PRICED  AT  $7,500  TO  $15,000  PER  PERSON/DOUBLE  OCCUPANCY. 
FOR  MORE  INFORMATION  ABOUT  'THE  FORBES  FYI  CONNOISSEURS'  TOUR  OF  SCOTLAND" 
PLEASE  CALL  CABLE  &  KNIGHT  HERITAGE  TOURS  AT  1-800-484-7382  (ACCESS  CODE  2439),  201-447-1815 
OR  DIAL  1-800-234-8993  TO  RECEIVE  INSTANT  INFORMATION  BY  FAX. 
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klosters  Br  the  Book 


By  MICHAEL 
SHNAYERSON 


IT  WAS  IN  THE  OFF-SEA- 
son,  actually,  that  I 
last  saw  Klosters,  on  a 
June  night  as  still  as  a 
dream.  My  few  compan- 
ions on  the  train  from 
Ziirich  were  solemn 
Swiss  locals.  None  dis- 
embarked with  me  at 
Landquart  to  board  the 
toylike  two-car  electric 
for  the  final  ascent. 
Alone,  I  rode  up 
through  steep  green 
mountainsides  dotted 
with  cows  and  cottages 
in  the  lingering  light.  I 
was  still  alone  when  I 
stepped  onto  the 
Klosters  platform — gloriously,  ecstatically  alone  in  the 
way  you  can  only  be  in  a  wonderful  place  that  should  be 
filled  with  people  but  is  yours  alone  for  a  moment  or 
two,  long  enough  to  marvel  at  the  silence  that  makes  the 
beauty  complete. 

I  walked  into  the  dusk,  up  Main  Street,  past  closed 
stores  with  lighted  windows,  to  the  four-story,  white- 
Washed  inn  on  the  corner  with  its  wooden  balconies  and 
jflowerboxes,  and  the  name  "Chesa  Grischuna"  painted 
\lpine-style  across  one  wall.  A  smiling  maTtre  d'  ushered 
pie  through  the  grotto-like  foyer  and  wood-walled  bar. 
Into  the  famous  dining  room,  empty  but  for  two  or  three 
tables.  I  ordered  mountain  trout,  a  specialty  of  the 
house,  and  a  glass  of  cold,  white  Dezaley  wine.  And  I 
Knew,  as  the  first,  crisp,  slightly  effervescent  sip  went 
pown,  that  this  was  how  it  must  have  been  in  winter 
nnce,  when  Peter  and  Irwin  first  came  here  to  ski.  All 
|:hat  beauty,  all  that  silence,  for  themselves. 

The  names  one  hears  in  Klosters  now  are  Charles  and 
rergie,  and  there,  in  a  nutshell,  is  the  history  of  Klosters, 
vhat  it  was  and  what  it  has  become.  By  Christmas,  this 


1,200-meter-high  outpost 
in  the  Grisons  that  takes  its 
name  from  a  13th-century 
Catholic  cloister  is  a  snow 
scene  of  royals  and  other 
rich  at  play.  The  serious 
skiers  among  them  queue 
up  at  the  new  Gotschna 
cablecar,  which  in  seven 
minutes  whisks  125  Span- 
dex-clad  bodies  at  a  time 
1,140  meters  to  the  peak 
known  as  the  Gotschnagrat. 
The  trails  straight  down  are 
among  the  steepest  and  most 
challenging  in  Europe;  some 
years  back,  a  good  friend  of 
Prince  Charles  was  killed 
near  a  run  known  as  the  Vang. 
More  merciful  are  the  runs 
that  connect  to  the  lift  system  of  neighboring  Davos. 
From  the  highest  of  these,  the  Weissflugoch,  you  can  ski 
clear  past  Klosters  to  Kublis,  the  next  town  down  the  val- 
ley, for  the  longest  run  in  the  world.  Along  which  you 
may  be  lucky  enough  to  witness  the  wonderfully  madcap 
sight  of  a  royal  pursued  by  skiing  paparazzi. 

The  royals  tend  to  stay  at  the  Walserhof,  a  new 
place  in  the  old  chalet  style  with  one  of  the  ten  best 
restaurants  in  Europe  (and  prices  to  rival  Maxim's).  I 
prefer  the  Chesa  Grischuna,  not  only  for  the  ambiance  of 
its  dining  room,  but  also  for  the  history.  Here  it  was  that 
Peter  and  Irwin — writers  Peter  Viertel  and  Irwin  Shaw — 
first  stayed  when  they  came  with  their  wooden  skis  and 
their  beautiful  women  in  the  years  right  after  the  war. 

Viertel  came  first.  A  strong  and  handsome  man  who 
looked  like  Sean  Connery,  he  had  grown  up  in  an  artistic 
family  in  Santa  Monica  and  published  his  first  novel  at 
19.  Soon  after  returning  home  from  wartime  service  in 
the  OSS,  he  went  to  Klosters  for  a  screenwriting  assign- 
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ment.  Klosters,  Viertel  reported  back  to  his  new  friend 
and  fellow  writer  Irwin  Shaw,  was  incredible:  better  ski- 
ing than  anywhere  in  America,  and  yet  not  an  American 
in  siu,ht.  In  the  winter  of  1951,  Shaw  and  his  wife  Marian 
came  with  Viertel  to  see  for  themselves. 

Viertel,  a  man's  man  who  knocked  around  with  Krnest 
Hemingway  and  John  Huston  and  had  a  penchant  for 
volatile  romances  with  gorgeous  actresses,  by  then  cut 
quite  a  figure  in  Hollywood.  From  far  more  humble  ori- 
gins in  Brooklyn,  Shaw  had  become  one  of  the  country's 
most  famous  writers,  bursting  onto  Broadway  at  23  with 
his  agitprop  play  Bury  The  Dead,  then  going  on  to  publish 
a  string  of  world-class  stories  in  The  New  Yorker  and,  in 
1948,  his  bestselling  novel,  The  Young  Lions,  based  on  his 
wartime  experiences.  Not  surprisingly,  when  two  such 
charismatic  characters  returned 
with  stories  of  the  perfect  ski 
retreat,  their  glamorous  friends 
soon  packed  their  martini  shakers 
and  followed. 


Klosters.  Peter  Viertel 
reported  back  to  fellow 


Happily,  much  of  wha  t  the  pio- 
neers loved  about  Klosters 
remains  unchanged  to  this  day. 
The  backdrop,  for  one:  snowy 
peaks  on  either  side  of  the  valley. 
Clean,  dry  mountain  air,  for 
another.  So  salubrious  was  the  cli- 
mate that  in  the  late  19th  century 
a  sanatorium  was  built  in  Davos 
for  tuberculosis  patients;  Shaw 
was  fascinated  to  learn  that  one 
of  his  literary  idols,  Thomas 
Mann,  had  been  inspired  to  write 
The  Magic  Mountain  after  visits  to 
his  own  wife  there.  Then,  too, 

Klosters  was  just  so. ..Swiss.  In  its  gingerbread  architec- 
ture, its  tiny  winding  streets  kept  immaculately  clean, 
its  townspeople's  rectitude  and  pride,  both  men  found  a 
world  so  pure  and  pretty  that  it  might  have  been  a 
child's  glass-enclosed  snow  scene.  Most  important,  of 
course,  was  the  skiing,  with  the  glorious  slopes  that 
already  distinguished  Klosters  as  one  of  Europe's  top 
three  or  four  ski  resorts.  In  that  regard,  at  least,  the  town 
is  only  better  now,  with  more  than  50  cable  cars  and  lifts. 

Among  the  first  of  the  curious  friends  to  come  were 
Leland  and  Slim  Hayward — he  the  debonair  Hollywood 
agent,  she  the  blonde  socialite  who  would  later  marry 
Lord  Keith.  Darryl  Zanuck  appeared  with  the  first  of 
many  young  female  companions.  Swifty  Lazar,  always 
nattily  attired,  took  to  the  slopes  in  a  white,  one-piece 
ski  suit  that  made  him  look  like  a  snow  bunny.  By  the 
time  Greta  Garbo  began  renting  a  house  for  the  sum- 
mers and  taking  long  mountain  hikes  through  the  wild- 
flowers,  Klosters  had  earned  its  enduring  nickname, 
"Hollywood  On  The  Rocks." 

Well-known  as  the  new  arrivals  were,  Shaw  and 


writer  Irwin  S 
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America,  yet  not  on 
American  in  sight. 


Viertel  remained  the  social  arbiters,  their  gatherings  tl 
main  events,  the  dramas  of  their  personal  lives  tl 
hottest  gossip.  In  the  local  church,  Viertel  marri< 
actress  Deborah  Kerr.  Shaw  and  his  wife  split  here  am 
much  acrimony,  yet  both  stayed  on,  taking  separa 
houses  and  giving  rival  parties.  As  the  scene  expanded, 
grew  more  diffuse — writers  Gore  Vidal  and  Lar 
Collins,  publisher  John  Fairchild,  Champagne  ht 
Freddie  Chandon,  director  Norman  Jewison — ai 
attracted,  too,  its  share  of  hangers-on,  ad  men  ai 
bankers  and  young  single  women,  eager  to  rub  sno\ 
shoulders  with  the  famous. 

The  Chesa  isn't  five  dollars  a  day  anymore,  and  tl 
sort  of  chalets  that  Shaw  and  Viertel  bought  in  the  '5 
for,  say,  $50,000,  cost  $1.5  million  now.  Shaw  has  be 
dead  for  a  decade;  he  died  in  t 
Davos  sanatorium  that  had  loi 
since  become  a  hospital  proper 
copy  of  Thomas  Mann 
Huddenbrooks  on  the  table  besi< 
his  hospital  bed.  His  wife,  whe 
he  actually  remarried  in  the  It 
years  of  his  life,  retains  an  apa 
ment  in  town.  Viertel,  still  vig< 
ous  in  his  early  70s,  comes  eve 
year  to  ski,  but  now  only  foi 
month  or  so,  from  mid-Janua 
to  mid-February,  before  tl 
heaviest  crowds  descend.  Ke 
who  last  summer  enjoyed  an  ai 
sort  of  indirect  comeback  whi 
Nora  Ephron  based  Sleeph 
In  Seattle  on  An  Affair  '. 
Remember,  sits  out  the  winters  n( 
in  Spain,  but  loves  Klosters 
the  summers,  as  do  more  ai 
more  hikers  and  bikers  as  well. 

"It's  grown  bigger,"  Viertel  mused  one  evening  n 
long  ago,  "and  most  of  my  friends  are  gone,  and  li 
everywhere  else,  the  charm  of  the  small  town  whe 
everyone's  a  pal  is  gone.  But  I  still  enjoy  the  skiing,  ai 
others  must  too — Klosters  has  just  had  its  two  be 
years  ever,  and  that  in  a  time  when  Gstaad's  business 
down.  And  after  all  this  time,  and  the  people,  and  t 
change,  I'd  still  choose  Klosters  over  the  others." 

Recommended  Hotels: 

Walserhof:  01 1-41 -£1-69-42-42. 
Chesa  Grischuna:  011-41-81-69-22-22. 

For  more  information  contact  the  Klosters  Tourisl 
Office:  011-41-81-69-18-77.  S 


Michael  Shnayerson  is  the  Senior  Editor  of  Vanity  F; 
and  the  author  of 'Irwin  Shaw,  A  Biography  (Putnam). 
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HEN  PEOPLE 

ask  why  I 
don't  ski  in 


America  my  answer  is 
simple:  I  can  ski  in 
Switzerland  instead. 

Snobbery?  Mot?  No, 
it's  a  question  of 
ambiance.  In  other 
words,  endless  powder 
runs  in  the  Rockies 
mean  little  to  me  if  the 
accommodations  at  the 
end  of  the  day  are  a  bunk 

at  Motel  6  and  an  apres-ski  bar-scene  of  beer-swilling 
alpine-yobbos  slapping  each  other  on  the  back 
and  howling  at  the  overhead  TV,  "Yo!  How  'bout 
them  Cowboys?" 

My  hedonistic  compass  swivels  smartly  to  St.  Moritz, 
in  southeastern  Switzerland.  The  grand  Alpine  vistas  of 
the  Engadine  inspired  the  genius  of  Nietzsche,  native- 
son  sculptor  Alberto  Giacometti,  and  Thomas  Mann, 
who  wrote,  "I  do  not  speak  lightly  of  happiness,  but  I 
believe  I  am  close  to  happiness  here."  Once  a  simple 
mountain  village,  St.  Moritz  became  a  winter  sports  cen- 
ter in  1864  under  the  British,  and  by  the  mid-20th  centu- 
ry it  was  a  jet-set  mecca  popular  with  Stavros  Niarchos, 
the  Shah  of  Iran  and  other  globe-trotting  plutocrats. 
Today  it  is  a  kind  of  Monte  Carlo  of  the  Alps,  with  art 
galleries  and  shops  selling  diamond-studded  Patek 
Philippe  watches  priced  at  88,000  Swiss  Francs — "But 


for  you.  only  $62,000." 
Switzerland's  greatest  treasures  are  its  grand  hotel 
Ah,  the  hotels.  This  is  why  I  ski  in  Switzerland.  "Withoi 
the  Palace  there  would  be  no  St.  Moritz,"  said  one  Ion 
time  observer.  Hans  Badrutt's  Palace  Hotel  has  been  we 
coming  royalty,  movie  stars  and  the  very  rich  since  tl 
early  part  of  the  century.  Charlie  Chaplin,  Marlene  Die 
rich,  Greta  Garbo,  Russian  Grand  Duke  Dmitri,  th 
Duke  and  Duchess  of  Windsor,  Somerset  Maugham  an 
Noel  Coward — all  came  to  the  Palace  for  fun  and  frolic. 

The  night  before  the  Snow  Polo  matches,  a  Swiss  ar 
dealer  friend  and  I  stopped  in  for  a  drink  in  the  Palace 
high-ceilinged  lobby  decorated  with  stags  heads  an 
baroque  furniture.  There  we  found  a  new  Palace  trad 
tion:  heavily  jeweled  Arabs  playing  backgammon  wil 
heavily  jeweled  wives  looking  on.  Keeping  an  eye  o 
them  was  a  bodyguard  accessorized  with  ear  phone  and 
large  firearm  bulging  under  his  suit.  As  the  dice  clickei 
something  told  me  they  weren't  here  to  ski  or  to  rea 
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There  are  30  different  products  from 

Amway  in  this  photo.  (The  other  5000  or  so  wouldn't  fit.) 

Our  powerful,  household  cleaning  products  with  biodegradable  surfactants  are  most 
likely  stored  someplace  at  home.  But,  you  can  still  spot  these  other  Amway  items: 
granola  bars,  fruit  juice,  sun  screen,  paper  towels,  and  more.  In  fact, 
virtually  everything  in  sight  could  be  obtained  through  Amway  and 
its  catalogs  —  from  the  Goodyear®  tires  to  the  portable  CD  player.  Its 
clear  to  see  why  Amway  is  near  the  top  of  the  list  ol  the  "Forbes 
400  Largest  Private  Companies  in  the  U.S."  By  the  way,  there  is 
one  thing  you  can't  see  in  the  photo  above...  our  money-back, 
100%  satisfaction  guarantee.  (But  it's  there.) 


Amway® 


And  you  thought  you 


Knew  us. 

hind  all  30?  Give  us  a  call  for  a  free  produt  I  /is/  01  foi  additional  infoi  mation  on  Amway.  1-800-544-7167 

©1 W.  AMWAY  CORPORATION.  U.S.A. 


poems  by  Rilke  (another  Engadine  fan).  Then  our 
Dewars-toting  waiter  was  momentarily  avalanched  by 
Beautiful  People  Of  Latin  Extraction — playboy  polo 
players  in  white  pants  and  knee-high  leather  boots  lead- 
ing fur-bearing  trophies  of  the  female  persuasion.  We 
left  just  as  a  minor  French  television  star  dressed  entire- 
ly in  black  leather  made  an  entrance  and  smooched  a 
major  German  princeling. 

As  black  leather  and  jewels  at  breakfast  make  me  ner- 
vous, I  always  stay  two  miles  outside  of  town  at  the  more 
subdued  but  elegant  Suvretta  House.  (Neighboring 
chalets  are  owned  by  Gianni  Agnelli  and  the  Shah  of 
Iran's  family.)  Built  in  1912  by  Anton  Bon,  Suvretta 
House  is  considered  by  many  to 
be  among  the  top  five  hotels  in 
Switzerland.  Even  with  the  210 
rooms  filled  to  capacity,  its  300 
employees  comprise  a  better  than 
one-to-one  ratio  with  guests.  The 
service  is  nearly  unparalleled  in 
the  world,  and  comes  with  a  per- 
sonal touch.  Some  of  the  staff 
have  been  there  40  years.  Most 
employees  speak  at  least  three 
languages;  each  year  one  of  the 
older  concierges  cheerfully  takes 
time  out  to  correct  my  German 
grammar  in  impeccable  English. 

The  difference  between  the 
two  hotels  is  that  the  Palace's 
guests  wear  their  fur  coats  turned  outside  for  show,  while 
the  Suvretta  House's  guests  wear  their  fur  inside  for 
warmth.  The  Palace  is  nouveau  flash;  the  Suvretta  is 
quiet  old  money  (or  at  least  quiet  new  money).  While  the 
Palace  caters  to  the  French,  Italians  and  Arabs,  80%  of 
the  Suvretta  House  clientele  are  Swiss  and  German,  with 
just  a  smattering  of  low-key  French,  English,  Americans 
and  Israelis.  The  Suvretta  management  is  so  discreet  that 
the  names  of  their  famous  guests  are  never  revealed. 
Returning  year  after  year,  the  clientele  is  stodgier,  either 
grandparents  or  else  couples  with  children — but,  in  any 
case,  outside  the  jet  set. 

While  the  Palace's  guest  zip  off  to  polo  matches,  or 
shop  seriously,  the  Suvretta  guests  swim  in  their  indoor 
pool,  play  bridge,  take  curling  and  skating  lessons  on  two 
private  rinks,  or  actually  ski — convenient  since  the  chair- 
lift  to  Corviglia  is  directly  behind  the  hotel. 

Evening  at  Suvretta  House  is  wonderfully  out  of  sync 
with  the  rest  of  the  world,  reminding  me  of  the  1961 
Alain  Resnais  film  Last  Year  hi  Marienbad,  in  which  a 
man  and  woman  share  amnesia  and  romance  in  a  myste- 
rious grand  hotel.  In  the  200-foot-long  oak-paneled  din- 
ing room,  women  wear  evening  gowns  and  the  men  are 
required  to  wear  a  dark  suit  or  black  tie.  Guests  who 
eschew  formal  tradition  wear  sweaters  in  the  informal 
restaurant  downstairs,  but  few  eschew.  And  while  glitzy 


Palace  people  run  off  to  nightspots  like  the  Dracul 
Club,  after  dinner,  Suv  retta  guests  either  gather  for  a  lit 
tie  nightcap  with  cocktail  piano,  attend  a  classical  pian 
recital  in  the  ballroom,  or  read  in  the  library. 

While  the  Palace  is  the  center  of  bustling  St.  Morit/ 
the  Suvretta  House  is  gently  embraced  by  the  mystica 
beauty  of  the  En^adine's  mountains.  (In  the  summer  it  i 
an  Alpine  paradise  for  the  hiker  or  watercolorist.)  If  any 
thing,  being  two  miles  away  makes  a  hike  down  to  St 
Moritz  all  the  more  fun.  Apres-ski  traditionalists  go  t 
Hanselmann  for  hot  chocolate  and  a  dizzying  array  o 
round  sandwiches,  marzipan  fruits  and  the  Fngadine' 
special  niisstorte  (nut  tart).  You  can  even  smoke  tha 
Cuban  cigar  you  bought  nex 
door,  and  no  one  from  the  foreig 
branch  of  the  Hillary  Clinto 
Health  Gestapo  will  tell  you  t 
stub  it  out. 

At  the  center  of  St.  Morit 
stands  the  Chesa  Veglia,  "the  ol 
house"  in  Romansch  (a  Latin 
based  dialect  w  hich  is  the  fourt! 
official  Swiss  language).  Thi 
300-year-old  former  farmhouse  i 
the  best  restaurant  in  town 
Owned  by  the  Badrutt  family,  i 
attracts  guests  from  the  Palac 
who  just  want  a  pizza  and  a  sim 
pie  $200  bottle  of  wine.  Actually 
the  food  is  wonderful,  from  tradi 
tional  cheese  fondue  to  gam 
dishes  like  selle  de  chevreuil.  Audrey  Hepburn  favored  thi 
place,  Agnelli  still  enjoys  it,  and  the  night  we  were  there 
the  front  door  was  flanked  by  the  bodyguards  of  the  oil 
rich  Prince  of  Qatar  who  was  upstairs  on  a  pizza-jihad. 

After  a  trip  to  town,  it  was  a  pleasure  walking  back  u 
the  hill  to  the  Suvretta  House,  knowing  we  would  soo 
be  two  miles  away  from  the  glittering  showcases  o 
watches  and  jewelry.  I  even  considered  the  possibility  c 
skiing  the  next  day — if  the  weather  was  nice.  Otherwise 
I'd  pick  up  some  Monte  Cristos,  check  out  the  bob-slei 
run,  visit  the  Segantini  Museum,  read  a  little  Nietzsche 
and  work  up  an  appetite  writing  postcards  over  he 
chocolate  at  Hanselmann:  "Dear  Joe,  How  are  the  bee 
and  hotdogs  in  Aspen  this  yeat?" 

— Barnaby  C<  »nr  1 

Recommended  Hotels: 

Badri -it's  Palace  Hotel:  01 1-41-82-2-1 1-01. 
Suvretta  House:  011-41-82-2-11-21. 
Hotel  Kulm:  011-41  -82-2- 11-51. 

For  other  reservations  contact  the  St.  Moritz  Tourist 
Office,  St.  Motitz  Switzerland  CH  7500.  Telephone: 
011-41-82-3-31-47.  Fax:011-41-82-3-29-52,  Z 


h  SLACK  LEHTHER  HND 

jewels  rt  brehkfh5t  make 
me  nervous,  i hlwrys 
stay  outside  of  town  rt 
the  subdued  out  ele6rnt 
Suvretta  House. 
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C  yjrance  has  never  been 
so  close  to  home. 


rom  the  moment  you  stepinto  a  Hotel  Sojitcl, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  over-stuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour. "  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your  j> 
travel  agent  or  call 
1-800-SOFITEL. 
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Hotel  Sofitel  ACCORD 
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LOS  ANGELES 
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North  America 

san  francisco  bav 


WASHINGTON  DC 


All  prices  approximate.  For  details, 
see  last  page.  His  wool  tuxedo  with 
satin  lapels  by  Burberrys.  $590. 
Shirt  by  Brooks  Brothers.  $75.  Silk 
vest  by  Sulka.  $350.  Silk  tie  by 
Ferrell  Reed.  $30.  Enameled  gold 
studs,  $450,  by  Schlumberger  for 
Tiffany  &  Co.  Her  lace  blouse,  $325, 
and  tulle  skirt,  $375,  by  Carolyne 
Roehm.  Diamond-and-platinum  jew- 
elry by  Tiffany  &  Co.  Hair  and  make- 
up by  Genevieve  for  OZ  New  York. 
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s  wool  tuxedo  with  satin 
)els  by  Gieves  &  Hawkes. 
75.  Shirt  by  Ferrell  Reed. 
>8.  Tie  and  cumberbund 
t,  $80,  and  dress  set, 
10,  by  La  Valiere.  Gold 
tch  by  Baume  &  Mercier. 
'.800.  Her  dress  by 
irolina  Herrera.  $2,500. 
ening  bag  by  Paloma 
:asso.  $475.  Diamond- 
d  platinum  jewelry  and 
tch  by  Hammerman. 


Encore! 


Anne  Klein:  dress  at  The  Anne 
Klein  Boutique,  Manhasset,  NY. 

Asprey:  Asprey,  New  York,  212-688-1811. 

Baume  &  Mercier:  all  Neiman 
Marcus  stores. 

Breitling:  Woodrow  Jewelers,  Rye, 
NY;  Aldo  Brioni  Jewelers, 
Tampa;     and  Denton 
Jewelers,  Pacific  Palisades. 

Brooks  Brothers:  all 
Brooks  Brothers  stores,  or 
800-274-1815. 

Bulgari:  all  Bulgari  stores, 
or  800-BULGARI. 

Burberrys:  all  Bnrberrys 
stores,  or  800-284-8480. 

Carolina  H  e  r  r  e  r  a  : 
select  Neiman  Marcus, 
Barneys  and  Saks  Fifth 
Avenue  stores. 

Carolyne  Roehm:  800- 
669-0787  for  catalogue. 

Cartier:  all  Carrier  bou- 
tiques, or  800-CARTIER. 

Chanel:  Chanel  boutiques 
in  New  York,  Beverly 
Hills,  Chicago,  Wash- 
ington,  DC,  and  San  Francisco. 

Dunhill:  Alfred  Dunhill,  New  York, 
Boston  and  San  Francisco,  800-776- 
4053. 

Ferrell  Reed:  Ferrell  Reed,  Palo 
Alto  and  San  Francisco;  bowtie  also  at 
all  Nordstrom  stores. 

Gieves  &  Hawkes:  Barneys.  New 
York;  Richards,  Greenwich.  CT;  and 
Andressen,  Denver. 


1  Iammerman:  800-22.Vf>4.V>  for  stores. 

I  larry  Winston:  Harry  Winston,  New 
York  and  Beverly  Hills. 

Henry  Dunay:  all  Neiman  Marcus 
stores. 

Jonal:  dress,  to  order,  at  Jonal,  New 


York,  212-879-9200. 

Karl  Lagerfeld:  Henri  Bendel,  New 
York;  Ultimo,  Chicago;  and  I. 
Magnin,  San  Francisco. 

La  Valiere:  all  formal  wear 
specialists. 

Lord  W  e  s  t  :  all  for  m  a  1  w  e  a  r 
specialists. 

Maria  Snyder:  Henri  Bendel,  New 
York;  and  A'Maree's,  Newport  Beach. 


Nick  Hilton  Collection:  Barne 
New  York;  Stonestreets,  Cambridf 
and  Mark  Shale,  Chicago. 

Paloma  Picasso:  Bergdorf  Goodm; 
New  York,  and  select  Saks  Fif 
Avenue  stores;  book  bag  also 
Stanley  Korshak,  Dallas;  clutch  also 
Balliets,  Oklahoma  City. 


Pai  l  Sti  vrt:  Paul  Stu 
Madison  Avenue,  N< 
York,  800-678-8278. 

Piaget:  Jules  R.  Schub 
Troy,  MI;  select  Neim 
Marcus  and  all  Tourne 
stores. 

Pierre  Cardin:  tuxedo  at 
formalwear  specialists. 

Roger  Vivier:  to  ord» 
Bergdorf  Goodman,  N< 
York. 

Si  lka:  Sulka  shops  in  N 
York,  Chicago  and  Beve 
Hills. 

Tiff  vny  &  Co.:  Tiffany 
Co.  stores,  or  800-526-064 

Van  Cleee  &  Arpei 
Van  Cleef  &  Arpels,  Ni 
York,  Palm  Beach  a 
Beverly  Hills. 


Photographed  at  The  Hotel  Pierre  in  A 
York.  FYIV  couple  relaxed  in  a  one-b 
room  suite,  dined  at  the  Cafe  Pierre  a 
attended  an  "opera"  staged  in  1 
Pierre's  Grand  Ballroom.  Not  shown: ' 
Pierre's  new  Fitness  Center;  afternoon 
served  in  the  Rotunda;  and,  of  com 
impeccable  service,  with  a  mu/ti-lingi 
staff.  Theater  desk,  and  24-hour  v& 
parking.  The  Pierre.  Fifth  Avenue  at  6 
Street,  New  York,  NY  10021.  212-8. 
8000.  Reservations  also  through  Ft 
Seasons  Hotels,  800-332-3442. 
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MY  MARTIN  FINE  CHAMPAGNE  COGNAC.  EXCLUSIVELY  FROM  GRAPES  OF  THE  COGNAC  REGION'S  TWO  BEST  AREAS. 


Squashbuckkrs 

A  two-day  clinic  at  Princeton — under  the  watchful  eyes  of  some 
of  the  sport's  best — will  put  the  luster  on  your  indoor  game. 


By  the  gentlemanly  standards  of  the  United 
States  Squash  Racquets  Association.  I  call  myself  a 
low,  low,  low  "B"  player.  An  "A"  player  wipes  me  off 
the  court.  A  "C"  player /wipe  off  the  court.  And  a  "B" 
plaver,  like  my  dentist  friend  who  will  stop  drilling  to 
set  up  a  match,  always  gives  me  and  my  fast-twitch 
muscles  a  hard  game.  I  have  always  thought  it  was  my 
attitude  that  kept  me  wallowing  as  a  low,  low,  low 
"B"er.  I  didn't  care  enough  to  win  the  point.  I  didn't 
want  it  badly  enough. 

Then  I  saw   myself  on 
videotape. 

Each  time  I  went  to  hit  a  ball. 
Bob  Callahan,  captain  of  the 
1977  Princeton  University 
squash  team,  current  coach  of 
the  Princeton  men's  team,  and 
director  of  the  Princeton  Squash 
Training  Center,  shadowed  my 
strokes.  He'd  swat  the  air  in  time 
with  me.  every  rail  down  the 
wall.  even,  backhand  overhead, 
every  dig  from  the  back  corner, 
even  cross-court  drop  shot.  His 
perfect  footwork,  timing  and 
strokes  made  a  mockery  of  my  skills.  In  video  playback, 
the  truth  about  my  20-year-old  squash  game  rang  as 
loud  as  a  low  forehand  hitting  the  tin:  my  attitude  was 
not  the  problem.  The  problem  was  clear — my  strokes 
were  bad. 

Callahan  has  been  correcting  people's  strokes  and 
injecting  their  squash  games  with  renew  ed  vigor  and 
enthusiasm  for  12  years.  Six  times  a  year  the  hallowed 
w  hite  courts  of  Princeton  University  are  opened  to  16 
adult  players,  mostly  "C"-level  men  benveen  the  ages 
of  30  and  55. 

I  found  myself  on  the  un-airconditioned  courts  one 
humid  August  weekend.  From  8:30  a.m.  to  5:30  p.m.. 
we  were  run  ragged  in  front,  mid-  and  back-court  drills: 
challenged  on  the  ladder;  lectured  on  the  mechanics  of 
stroke  and  shot  selection;  and  given  tips  by  a  sports 
psychologist  on  how  to  "manage  our  intensity"  in  this 
very  intense  game.  "My  goals  for  the  w  eekend  are  that 


by  Sunday  afternoon."  says  Callahan,  "even  body  feels 
like  they  are  smarter  and  better  squash  players." 

If  you  haven't  picked  up  a  racquet  in  a  few  years, 
you  w  ill  be  amazed  to  see  that  the  game  has  become 
even  more  demanding.  And  that's  not  because  you've 
gotten  older.  International  squash — the  game  played 
by  everyone  but  Americans  in  a  w  ider  court  (21'  com- 
pared to  18'/2')  and  with  a  softer  ball — now  is  being 
considered  as  an  Olympic  sport.  American  pros  and 
college  players  are  sw  itching 
from  our  pinball-like  game  to 
International.  We  weekend 
w  arriors  are  follow  ing  suit. 

If  you're  in  a  panic  about  this 
new  International  game,  or  your 
skills  have  simply  plateaued. 
maybe  your  squash  game 
desen  es  a  tw  o-day  injection  at 
Princeton.  The  teachers — some 
of  them  touring  pros — are  some 
of  the  sport's  smartest  and  best. 
You  will  definitely  feel  a  punch 
in  the  arm:  I  know  mine  felt  as 
if  it  had  just  been  given  a 
tetanus  shot. 

It's  no  surprise  that  I  sweated  off  11  pounds  after 
two  half-hour  private  lessons,  four  two-hour  group 
lessons,  three  videotaping  sessions  and  more  matches 
than  I  can  count.  I  ate  like  the  16-year-old  linebacker 
I  once  was.  I  collapsed  happily  each  night  into  a  single 
bed  in  a  modern  cell-block  dormitory. 

I  graduated  from  Princeton  a  solid  "B."  w  ent  home 
and  w  iped  the  dentist  off  the  court. 

— Ht'NTER  "Kid"  Millington 

The  Princeton  Squash  Training  Center  w  ill  hold 
a  two-day  adult  squash  camp  December  17-19, 
and  a  doubles  camp.  January  14-16,  1994.  The 
$350  fee  includes  all  coaching  and  meals.  Camps 
w  ill  also  be  held  in  July  and  August,  1994.  Call 
Princeton  University  Conference  Office  at  609- 
25S-3369  for  information.  Z 
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An  FYI  Travel  Guide 

Receive  valuable  vacation  infor- 
mation from  the  advertisers  featured  in  this 
Travel  Guide.  Simply  see  the  reader  service  card 
or  call  the  800  numbers  listed. 


DIVE  LAUCALA 
FORBES  MAGAZINE'S 
FIJI  ISLAND 

Extraordinary  diving,  fishing, 
wind  surfing,  sailing, 
water-skiing  and  more... 
PRICE  INCLUDES  ALL  MEALS, 
ALL  DRINKS,  UNLIMITED  USE 
OF  RECREATIONAL  FACILITIES, 
ANYTIME  YOU  WISH! 
Resv./Into:  Errol  Ryland 
BOX  149.  Ft.  Garland.  CO  81133 
Call:  1-800-FORBES-5 
Outside  USA:  (719)  379-3264 


Sun  Line  Cruises 

Sun  Line's  flagship,  Stella  Solaris,  sails  on 
luxury  cruises  to  the  Amazon,  Panama 
Canal  and  the  Land  of  the  Maya  this 
winter.  Call  (800)  872-6400  for  a  free 
brochure. 


The  Stella  Solans  Is  A  Luxury  Ship  of  Greek  Registry 


On  yacht-like  Sea  Goddess,  treat  yourself 
to  a  5  to  14  day  vacation  like  no  other  in 
the  Caribbean,  Amazon,  China,  Vietnam, 
the  Orient  or  Europe.  For  a  free  brochure 
call  1-800-221-8200. 

CUNAHO 

68  A   Sea  Goddess  I  &  II  are  registered  in  Norway.  6  IW)  Cunard 


NUDE 

Resorts,  Cruises  &  Beaches 

GET  the  264-page  illustrated  "skinny  dippers 
bible."  $24.95  shipped.  Locates  2,000  quality 
resorts  and  beaches.  Miami  to  California,  in  48 
states,  and  countries  from  Mexico  to  New 
Zealand.  -  Our  VHS  video,  "Beginners  Guide 
to  Skinny  Dipping,"  $34.95  shipped.  Top  first- 
time  places  to  go. 

Both  guide  and  video,  only  $49.95! 
MasterCard/Visa.  Phone  414-426-5009. 
Mark  Reader  Service  card  for  free  brochure. 

The  Skinny  Dipper 
454-FB  North  Main,  Oshkosh  Wl  54901 


QUEEN  ELIZABETH  2  TO  EUROPE. 
Experience  Cunard  \s  majestic  QE2  on 
one  of  2d  Transatlantic  crossings  between 
April  and  December.  The  best  five  days 
of  your  European  vacation.  For  a  free 
brochure  call  1-800-221-8200. 


CUNARD 
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The  "Hot  &  Cool 
Maces  To  Go"  Travel 

Guide  is  an 
dvertiser's  Paradise 

^rg.  For  next 
opportunity  call: 

Linda  Loren 

hones  12121  620-2440 
Fax:  121 21  620-7472 


^WfrtZ  atW?£S/ia^6^  is  about  eating  well  and  eat- 
ing  too  much.  About  laughing  hard  and  kicking  back, 
kbout  gathering  friends  and  bottles  of  wine  and  seeing 
what  alchemy  comes  of  it. 

Food  should  never  be  an  afterthought.  It  is,  after  all,  the 
reason  why  you  have  invited  all  these  people  for  an  intimate 
jvening  in  your  home... or  at  least  the  pretext.  But  with  busi- 
less  trips,  in-laws,  and  car  repairs,  who's  got  time  for  the 
)utcher,  the  baker,  the  candlestick  maker,  and  the  wine  guy? 

Pas  moi.  So  just  as  great-great  Granny  would  send  a  list 
;o  the  grocer  and  the  goods  would  be  delivered  to  her 
ioorstep,  we  can  do  something  similar  today.  Update  the 
land-written  list  to  a  toll-free  call,  the  delivery  boy  to 
overnight  mail,  the  grocer's  bill  to  plastic,  and  bon  appetit! 
*Duon  gusto!  Instant  dinner  party. 

There's  nothing  like  overnight  mail  to  make  a  host  look 
ike  a  gifted  gourmet.  Martha  Stewart  and  all  you  do-it- 
yourselfers,  be  damned! 


Our  evening  began  with  a  shot.  Of 
traight  corn  whiskey  from  the  Hat- 
ield  Distilling  Co.  of  Weston,  Mo., 
:ourtesy  of  that  great  gunmaker  and 
noonshine  artist,  Ted  Hatfield.  So 
vhat  to  serve  with  a  corn  whiskey 
hat  singes  your  eyelashes? 

This  is  not  a  red-wine-with-fish 
dnd  of  dilemma.  I  ignored  the  fact 
hat  the  corn  whiskey  was  making  a 
econd  lap  around  the  room,  and 
vent  ahead  with  my  master  plan, 
rhis  is  what  I  overheard,  corn 
vhiskey-less,  from  the  kitchen. 

Goes  down  easy. .  .NOT! 

It's  smoother  than  tequila.  But  that's 
tot  saying  much. 

My  sinuses  have  disappeared. . . 

And  then  the  stories,  one  of  which 
)egan: 

I  twos  hotter  than  a  two-peckered  goat . . .. 
For  starters  I  served  winter  ver- 


sions of  what  we'd  fished  and  dug  for 
all  summer:  smoked  trout,  smoked 
salmon  and  smoked  mussels,  all  from 
Ducktrap  River  Fish  Farm  in  Belfast, 
Maine.  The  Maine  mussels  (which 
arrive  out-of-the-shell  and  must  be 
drained  of  the  vegetable  oil  they  are 
packed  in)  and  Idaho  trout  (peel  the 
skin  then  cut  into  bite-sized  bits) 
were  richly,  deeply,  deliciously 
smoky-tasting,  and  had  none  of  the 
overpowering,  quick!-get-me-a-beer! 
saltiness  of  many  smoked  fish.  Both 
were  easily  about  the  best  smoked 
fish  we'd  ever  tasted.  (The  salmon — 
a  somewhat  overdone  specialty 
'round  these  parts — was  less  special.) 

Seafood  Sampler  #1 :  8  oz.  each  of 
smoked  mussels,  trout  and  salmon.  $45. 
Overnight:  $10.  800-828-3825. 

For  balance,  I  called  Sea  Island 
Mercantile.  This  is  one  full-service 


company:  along  with  each  order 
arrive  polite  and  cheery  notes  and 
the  home  telephone  numbers  of  two 
of  Sea  Island's  executives. 

Sadly,  the  shrimp,  which  come 
packed  in  a  Styrofoam  cooler  of  wet 
ice  and  with  cocktail  sauce  and  sea- 
soning, were  deemed  "unexception- 
al" by  an  opinionated  Southern  diner 
who  has  the  credentials,  having 
grown  up  on  the  Gulf  in  Alabama. 
This  exchange  followed: 

Southern  Boy:  Hell,  I'd  just  soon  go 
down  to  the  docks  and  get  me  some  really 
big  shrimp. 

Northern  Boy:  I  don't  know.  I'd  hap- 
pily pay  $90  for  three  pounds  of  shrimp,  if 
I  knew  it  would  be  delivered  to  my  door. 

(And  there,  in  a  shrimpshell,  you 
have  the  AirFare  conundrum:  how 
much  is  the  ease  of  delivery  worth 
to  you?) 

Playing  to  far  stronger  reviews, 
however,  were  the  little  neck  clams. 
And  not  just  any  little  neck  clams, 
mind,  but  little  neck  clams  from  the 
largest  clam  farm  in  the  world,  at 
James  Island,  S.C. 

Six  dozen  live  bivalve  mollusks — in 
a  drawstring  bag  wrapped  in  an  ice 
pack — arrived  on  my  doorstep  less 
than  24  hours  after  being  harvested.  I 
tried  in  vain  to  open  some,  then  opted 
to  let  my  guests  sing  for  their  own 
supper.  That  same  Southern  boy 
didn't  need  any  prompting:  he 
plunged  into  the  task  with  an  abandon 
worthy  of  General  George  Pickett. 

The  men,  ties  tucked  into  shirt- 
fronts,  grasped  two-inch  mollusks  in 
one  hand,  and  raked  through  my 
knife  drawer  with  the  other.  Proper 
knives — Sea  Island  claims  "any 
knife  with  a  thin  strong  blade"  will 
do — were  found,  and  two  dozen 
clams  opened. 

Clean.  Sweet.  Delicate.  That 
salty  burst  of  summer  was  worth  the 
expense,  one  that  will  wallop  your 
wallet  like  a  tsunami. 

Our  only  complaint:  the  dubious 
method  of  opening  the  succulent 
darlings.  I  cringed  as  some  reckless 
microsurgery  was  performed  on  the 
tough  shells,  which  fortunately 
brought  no  bloodshed.  So  listen  up, 
Sea  Island  Mercantile:  how  about 
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In  San  Francisco, 
there s  one  hotel 
the  world 
calk  home. 


Experience  the  warmth  that 
has  brought  travelers  from  around 
the  world  to  the  Palace. 
The  magnificent  architecture. 
The  awe-inspiring  Garden  Court. 
The  tradition  of  service  excellence. 
The  versatile  mix  of  classic  and 
ultra-modern  meeting  spaces. 

Let  the  Palace  capture  your  heart. 
For  reservations,  call  your 
Travel  Planner  or  Sheraton 
at  800-325-3535. 


SAN  FRANCISCO 

2  NEW  MONTGOMERY  STREET 
SAN  FRANCISCO.  CALIFORNIA  94105 
PHONE  i  1 5  392  8600  FAX  i  1 5-543-067 1 

ITT  Sheraton  Laixury  Collection 


including  a  real  oyster-  and  clam- 
shucking  knife  with  your  packaging, 
one  emblazoned  with  your  good- 
looking  logo?  Bonus:  you'll  diminish 
the  chances  of  a  product  liability  suit. 

Three  pounds  of  extra-jumbo 
shrimp  (16-21  shrimp  per  pound): 
$89.99.  Six  dozen  little  neck  clams: 
$79.99.  Both  prices  include  overnight 
delivery.  800-735-3215. 

With  these  gifts  from  the  sea  we 
ate  small  slices  of  mixed  grain  and 
pain  levain  from  Bread 
Alone  of  Boiceville,  N.Y. 


of  garlic  to  be  brushed  on  the  outsi 
and  in  the  cavity  (I  made  like  Ju 
Child  and  rubbed  by  hand — wh 
they  don't  know  won't  hurt  'em),  fc 
wooden  skewers  to  hold  the  crowi 
round  shape,  one  pound  of  groui 
lamb  to  infuse  the  meat  with  ev 
more  flavor,  and  a  very  simple  recip 
The  taste  deserved  an  aroun 
the-table  Wave.  They  are  Euro-sn 
lambs,  who've  never  skied  at  Aspc 
shopped  at  Ralph  Lauren  ordanc 
at  Au  Bar,  poor  baa-ba 
But  in  their  very  bri 
four-to-six  month  liv 
(hence  the  tiny,  luscioi 


Dense,  heavy,  earthy, 
grainy,  each  Bread  Alone 
country-style  loaf  tasted 
as  if  French  peasants  with  meaty 
hands  had  done  the  baking.  (Later, 
sans  fish,  we  tried  whole-wheat  wal- 
nut and  whole-wheat  sourdough 
with  currants — both  very  nice.) 

Bread  Alone  ships  orders  of  6,  12,  18 
or  24  loaves  the  same  day  they  are  baked. 
An  average  loaf  costs  $3.  Overnight:  $39 
for  12  loaves.  914-657-3328. 

The  party-hoppers  departed,  and 
the  hard-cores,  reflecting  happily 
that  there  would  be  even  more  for 
themselves,  settled  in.  Forget  health 
care.  Forget  the  rising  tide  of  Islamic 
fundamentalists.  Forget  The  New 
Yorker  vs.  Vanity  Fair.  Dishing  is 
what  dinner  parties  are  about. 

What  dishes  encourage  deep  dish- 
ing? Something  easy  to  cook,  so  I 
don't  miss  a  word  of  table  talk.  Jami- 
son's crown  roast  of  lamb — normally  a 
complex  and  difficult-to-cook  cut — 
could  not  have  been  easier  to  prepare. 
Delivered  in  a  cooler  was  the  4.03- 
pound  crown  (three  racks  of  ribs  sewn 
together  with  string),  a  creamy  and 
grainy  mustard  sauce  with  big  pieces 


perfect  chops)  they  graze  only  on  t 
best  native  bluegrass  and  whi 
clover  pastures.  The  recommend 
serving — three  chops  per  person 
couldn't  satisfy  our  moonshin 
stoked  appetites,  though.  Th 
begged  for  more. 

Crown  roast  of  lamb,  $95.  Ovemit 
shipping:  $20.  800-23 7 -LAMB. 

There  was  even  an  appeal  for  mc 
vegetables:  golden  winter  squash 
and  acorn  squashes  with  butter  a 
maple  syrup;  steamed  carrots  wi 
butter  and  parsley;  baked  yams  wi 
ahem,  more  butter.  Deeply  flavori 
and  autumnal,  this  garden  of  orgar 
vegetables  from  Walnut  Acres 
Farm  had  a  soulful.  Earth 
Mama  taste.  And  why  not?  >Vs»  ^ 
The  dirt  these  roots  and  tubers  ha 
thrived  in  has  been  free  from  sy 
thetic  pesticides,  fertilizers  ai 
other  chemicals  for  years. 

Rummaging  around  in  the  massi 
box  sent  by  Walnut  Acres,  I  eventu 
ly  unearthed  squash,  beets,  carro 
onions  and  sweet  potatoes  from  ti 


ake  haybale.  Cute  idea — very  Martha 
kewart — but  a  nuisance  to  clean  up 
titer.  Next  time,  include  a  Hoover. 

Organic  carrots:  5  lbs.  for  $13. 99,  25 
bs.  for  $34.99;  organic  winter  squashes: 
i  lbs.  for  $18.99,  25  lbs.  for  $34.99. 
W0-433-3998. 

I  couldn't  end  this  homey,  com- 
orting  meal  with  just  one  dessert,  so 
ordered  two. 

I  knew  my  friends  would  love  the 
um  cake  from  Cryer  Creek 
Citchens.  While  they  were  pouring 
lessert  wine  (a  nice  Badia  a 
joltibuono,  which  deserves  the 
nention),  and  even  more  corn 
vhiskey,  I  was  getting  looped  in  the 
atchen  just  on  the  smell  of  the  rum 
:ake.  The  sweet,  buttery  smell  was 
eeping  through  the  plastic  it  was 
vrapped  in.  Cryer  Creek  suggests 
hat  their  moist  yellow  cake,  dipped 
n  rum  syrup,  be  served  with  fruit  or 
ce  cream.  Some  coconut  and  cream, 
>erhaps?  A  Pina  Colada  cake? 

Golden  Rum  Cake,  $16.95. 
lvernight:$15.  800-468-0088. 

But  the  clear,  decadent  winner  of 
he  thank-God-I-won't-be-wearing- 
-bathing-suit-for-months  prize  was 
he  Sweet  Potato  Pecan  Pie  from 
Community  Kitchens  of  Baton 
louge,  La.  Combining  the  silkiness 
»f  a  sweet  potato  pie  (a  touch  sweeter 
han  a  pumpkin  pie)  with  the  sweet, 
weet,  sweetness  of  a  pecan  pie  on 
op,  this  pie  is  to  die  for.  As  Fritz 
Nietzsche,  philosopher  and  gour- 
nand,  said,  "What  does  not  kill  me, 


lakes  me  strong."  This  pie  won't  kill 
jou,  and  you  will  get  strong  working 
:  off.  A  perfect  gift  for  a  friend.  Or  a 
kinny  enemy. 

Sweet  Potato  Pecan  Pie,  $39.95. 
Vernight: $20.  800-535-9901.  SB 


This  one  will  make  you 
forget  all  your  old  f  tames 


Nothing  lights  a  cigar 
with  the  precision 
and  elegance  of 
a  Davidoff  Lighter. 

Individually  crafted. 
Meticulously  inspected.  I 
And  most  important, 
intelligently  designed. 

The  Davidoff  Lighter 
features  beveled  edges 
that  rest  comfortably  in 
the  hand  and  an  angled 
flame,  perfect  for  lighting 
cigars  and  pipes. 

Our  non-aromatic  gas 
allows  you  to  experience 
only  the  rich  taste  and 
aroma  of  your  tobacco. 

Each  lighter  is  elegantly 
finished  in  Lacquer,  Briar 
Wood,  Gold  or  Platinum. 

The  Davidoff  Lighter 
Make  it  your  one 
and  only 

For  catalogue  orders,  call  1-800-328-4365 


Davidoff  Lighter 
Lines  Diamond  Cut 
(Lorge  Model) 
SKU  52001  $495  00 


DAVIDOFF  OF  GENEVA,  INC 
535  Madison  Avenue  at  54th  Street  New  York 
212-751-9060  or  800-548-4623 
232  Via  Rodeo.  North  itodeo  Drive.  Beverly  Hills 
310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality. 


GENEVA.  ZURICH.  LONDON,  AMSTERDAM,  BRUSSELS,  BEIJING,  HONG  KONG.  SINGAPORE.  BANGKOK, 
KUALA  LUMPUR,  TOKYO.  MONTREAL,  NEW  YORK,  BEVERLY  HILLS 


GHOSTS,  ARISTOCRATS, 

AND  THE  OCCASIONAL  TRAMP. 

They've  all  stayed  at  Raffles.  Charlie  Chaplin,  John  The  Duke'  Wayne  and 
numerous  'Queens'  of  the  silver  screen.  Blue  blooded  nobility,  politicians, 
writers,  and,  according  to  one  guest,  a  rather  charming  ghost  with  a  penchant 
for  singing  nursery  rhymes.  These  are  just  some  of  the  characters  that 


add  to  the  legend  that  is  Raffles,  the  ideal  place  to  stay,  to  shop,  to  dine. 


or  to  simply  sip  on  a  sling.  (  ^CftSfflffi)?  )  Raffles  Hotel.  1  Beach  Road, 
Singapore  0718.  Tel:  337  1886.  Telex:  RS 39028  RHS IN.  Fax:  339  7650. 


RAFFLES  HOTEL  IS  MANAGED  BY  RAE  FLESINT  i  RNA1 II  >NAI  LIMITED  SINCAPORE 


UNITED  STATES.  TEL:  TOLL  FREE  (800)  525  4800  OR  FAX  (817)545  1184  CANADA.  TEL  TOLL  FREE  (1800)  525  4800 


IF  YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELA 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs. 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO  .  v  _ 

EXTRA  COST.  ~  :  : '  " '     : :  '  'r'= 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flig 

Find  out  more  about  this 
paradise  in  the  Fijis  and  ou 
Special  Island  Exclusive. 
Laucala,  owned  and  operat 
by  Forbes  Magazine.  For 
more  information  write  l 
Errol  Ryland,  Manager,  5 
Box  149,  Fort  Garland,  C 
81133,  or  call  1-800  FORBE 
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Bond  At 


By     Anthony      W  e  I  I  e  r 

F*  Orty  y  ©  £1 1*  S  have  passed  since  Ian  Fleming's  James  Bond  first 
put  on  evening  dress  and  strode  into  the  casino  of  our  collective  imagination.  In 
1953  a  lucky  British  public  first  glimpsed  007  standing  alone  by  a 
["oulette  wheel  (where  else?)  amid  the  elegant  baroque  of  the  casino  at 


Royale-les-Eaux,  observing  the  enemy:  "The  scent  and  smoke  and 
>weat  of  a  casino  are  nauseating  at  three  in  the  morning.  Then  the 
>oul-erosion  produced  by  high  gambling — a  compost  of  greed  and 
ear  and  nervous  tension — becomes  unbearable,  and  the  senses  awake  and  revolt 
rom  it.  james  Bond  suddenly  knew  that  he  was  tired.  He  always  knew  when  his 
xxly  or  his  mind  had  had  enough,  and  he  always  acted  on  the  knowledge." 


From  the  opening  pages  of  Casino  Jtoyale,  007  had  it 
all:  the  sophistication  we  envied,  the  danger  we  dreamed 
of,  the  girls  we  desired,  the  life  we  wanted.  The  finger- 
prints of  Fleming's  style — an  apparent  worldliness,  a 
precise  sense  of  physical  sensation,  the  urgency  of  the 
man  aione — were  already  there.  By  the  time  Fleming 
died  in  1964,  he'd  created  in  14  hooks  a  mythological 
hero,  one  of  the  greats  of  the  century,  for  Bond  is  part 
Sherlock  Holmes,  part  Indiana  Jones.  Though  the  Bond 
films  will  probably  go  on  forever  and  a  series  of  book- 
sequels  have  already  gone  on  too  long,  we  should  cele- 
brate his  anniversary  by  looking  fondly  back  at  the 
original:  the  British  secret  agent  licensed  not  only  to  kill 
but  virtually  to  print  money.  How,  after  all  this  time  and 
over  60  million  copies 
sold,  do  Ian  Fleming's 
novels  measure  up? 
Can  an  outdated  book- 
Bond  ever  hope  to 
withstand  an  up-to-date 
film-Bond? 

There  is  a  big  differ- 
ence, of  course.  The 
films,  which  started  as 
faithful  adaptations  of 
the  books,  became  silly 
excursions  into  outer 
space.  (Over  half  the 
earth's  population  has 
seen  at  least  one  Bond 
movie.)  Film-Bond 
turned  into  a  secret 
agent  version  of  Super- 
man, wearing  a  tux 
instead  of  a  cape  and 
destroying  his  enemies 
with  quips  and  gadgetry. 

Sean  Connery's 
finesse  aside,  book- 
Bond — the  archetype 
— remains  a  more  com- 
plex character,  and  his  exploits  human  and  attainable. 
What  amazes  the  most,  going  back  to  the  Fleming 
canon,  is  the  books'  hypnotic  power — a  sheer  drive  and 
compelling  readability  that  overcome  the  dull  patches, 
Bond's  total  lack  of  humor,  and  many  implausibilities. 
(M  always  seems  to  send  our  man  into  the  teeth  of  an 
enemy  who  knows  every  detail  of  his  movements.)  This 
headlong  tension  may  be  partly  a  result  of  the  novels 
always  being  written  quickly;  they  often  seem  less 
planned  than  vividly  dreamt. 

Eric  Ambler,  arguably  the  finest  thriller  writer  of  all, 
told  me  a  couple  of  years  ago  that  he  thought  the  Bond 
books  "definitely  deserve  to  be  read  as  literature." 
Anthony  Burgess  went  farther:  he  called  Goldfinger  one 
of  the  99  best  novels  in  English  since  1939,  describing 
Bond  as  a  "patriotic  lecher  with  a  tinge  of  Scottish 


Bond  offering:  the  cigarette, 
the  Martini,  the  Walther  PPK. 


Puritanism  in  him,  a  gourmand  and  amateur  of  vodl 
martinis,  a  smoker  of  strong  tobacco  who  docs  not  lo; 
his  wind. . .against. . .megalomaniacs." 

Who  is  James  Bond?  A  civil  servant,  probably  boi 
1924;  entered  the  employ  of  the  Ministry  of  Defense- 
age  17,  went  to  work  for  the  Secret  Service  (M.I.  6)  aft< 
the  war.  He  performs  his  duties,  according  to  M,  "v\ii 
outstanding  bravery  and  distinction"  though  "with 
streak  of  the  foolhardy."  He  likes  his  eggs  boiled  f 
precisely  three-and-a-third  minutes,  and  definite 
smokes  too  much,  a  blend  of  Balkan  and  Turkish  toba 
cos  custom-made  for  him.  (At  three  packs  a  day,  th< 
must  crowd  his  suitcase  on  long  assignments 
He  stands  a  little  over  six  feet,  weighs  about  If 

pounds;  he  lives  in 
comfortable  flat  in 
square  off  the  King 
Road  in  Chelse; 
London,  on  an  incon 
(mid-'50s)  of  aboi 
$4,200  a  year.  He  h; 
few  friends.  At  lea 
one  woman  notic< 
a  resemblance  1 
Hoagy  Carmichae 
though  it's  hard  to  sc 
this  in  "the  dark,  rath 
cruel  good  looks"  i 
"the  thin  vertical  sc 
down  his  right  cheel 
or  the  "coldness  ar 
hint  of  anger  in  h 
grey-blue  eyes." 

He  is,  howeve 
emphatically  not  a  sp 
his  job  never  involvi 
stealing  state  secret 
blueprints  for  weapon 
plans  of  invasion,  et 
(The  closest  he  comi 
to  traditional  espionaj 
is  receiving  a  stolen  Russian  cipher  machine.)  He  is 
secret  agent,  a  loaded  gun  sent  out  to  enact  the  will  of  h 
government  without  being  caught. 
His  ancestors  are  neither  the  actual 
Sigmund  Rosenblum  ("Reilly,  Ace  of 
Spies"  fame)  or  John  Buchan's  fic- 
tional Richard  Hannay  {The  39  Steps), 
but  Sapper's  Bulldog  Drummond,  or 
Somerset  Maugham's  Ashenden. 

Despite  some  tentative  pas- 
sages— Fleming  grew  considerably 
as  a  writer  in  the  first  few  books — 
Casino  Royale  still  stands  up  as  one 
of  the  best  007  novels.  Bond  has  been  sent  to  the 
slightly  faded  French  casino  by  M  to  win  a  50  millioi 
franc  game  of  baccarat  against  Le  Chiffre,  a  Soviet  agei 
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and  eventual  victim  of  SMERSH,  the 
Soviet  organization  for  counter-espi- 
onage abroad  (Fleming's  version  of  one 
sector  of  the  KGB).  The  prose  is 
uneven  but  always  vividly  detailed; 
scene  after  scene  are  imprinted  on  the 
memory.  Le  Chiffre's  "obscene" 
Benzedrine  inhaler  and  the  carpet- 
beater  which  he  uses  to  torture  Bond 
genitally.  The  precise  gestures  of  the 
card  games — no  one  has  ever  bettered  Fleming  at  con- 
veying the  tnano  a  mano  drama  of  "polite"  competitions 
like  golf,  bridge,  vingt-et-un.  The  two  Bulgar  assassins 
blown  up  by  a  camera  bomb  (based  on  a  real  event  from 
the  war).  And  cool,  dark- 


of  three  lovelies  per  adventure,  with  one  discarded  or 
dead,  one  definitely  dead,  and  one  prize  in  his  arms  at  the 
end,  does  not  occur  in  the  novels.  Likewise  the  gad- 
getry:  the  only  sophisticated  toys  in  the  books  are  a  few 
minor  modifications  to  Bond's  Aston  Martin  in 
Golf/finger,  and  Nash's  lethal  copy  of  Tolstoy  in  From 
Russia,  With  Love. ) 

So  the  world  of  the  books  is  not  that  of  John  Le  Carre, 
who  crested  the  '60s  007  wave  with  his  complex,  height- 
ened realism,  nor  of  Ambler's  cold,  neutral  political 
savvy.  We  are  far  from  Philby's  treason  or  Graham 
Greene's  drab  truths,  and  much  closer  to  a  romantic  era 
of  The  Scarlet  Pimpernel  and  even  Gilbert  &  Sullivan.  He 
is,  no  doubt,  our  last  hero  burdened  with  the  weighty- 


haired  Vesper  Lynd,  first 
of  the  Bond  heroines, 
"with  a  touch  of  ironical 
disinterest  which,  to  his 
annoyance,  he  found  he 
would  like  to  shatter 
roughly." 

The  book,  published 
by  Jonathan  Cape  with  a 
first  printing  of  4,750, 
was  generally  applauded 
by  the  British  critics  and 
sold  well  enough  for  a 
second  printing.  The 
Listener  hailed  it  as 
"supersonic  John 
Buchan,"  and  the  Sunday 
Times  called  it  "an 
extremely  engaging 
affair,"  saying  Fleming 
could  become  the  best 
new  English  thriller  writ- 
er since  Ambler  if  he 
could  make  his  work 
more  probable.  The 
Spectator  found  it  "lively, 

fnost  ingenious  in  detail. ..except  for  a  too  ingeniously 
.sadistic  bout  of  brutality. . ."  A  year  later,  when  the  novel 
:ame  out  in  the  U.S.,  it  fared  worse,  and  sales  were  poor. 
Anthony  Boucher,  who  never  cared  much  for  Bond, 
vrote  in  the  New  York  Times  Book  Review  that  Fleming 
pads  the  book  out  to  novel  length,  leading  to  an  ending 
vhich  surprises  no  one  but  Bond  himself."  He  did,  how- 
ver,  admire  the  gambling  scenes. 

Thereafter  a  new  Bond  book  appeared  each  spring — 
t  the  tail  end  of  the  British  Empire  and  the  beginning 
f  the  British  welfare  state.  Bond  would  prove  a  welcome 
ntidote  to  both  conditions.  An  independent,  powerful 
Everyman  who  often  sweats  at  the  idea  of  his  plane  crashi- 
ng, he  is  tied  down  to  neither  one  setting  nor  one  woman, 
hough  he  remains  selflessly  loyal  to  his  country  and  gal- 
ant  towards  the  heroine  of  each  book.  (The  film  formula 


myth  of  empire. 

James  Bond's  Dry  Martini  Recipe 


"A  dry  Martini,"  he  said.  "One.  In  a  deep  champagne 
goblet." 

"Oui,  Monsieur." 

"Just  a  moment.  Three  measures  of  Gordon's,  one  of 
vodka,  half  a  measure  of  Kina  Lillet.  Shake  it  very  well 
until  it's  ice-cold,  then  add  a  large  thin  slice  of  lemon-peel. 
Got  it?" 

"Certainly,  Monsieur."  The  barman  seemed  pleased 
with  the  idea. 

"Gosh,  that's  certainly  a  drink,"  said  Leiter. 
Bond  laughed.  "When  I'm — er — concentrating,"  he 
explained,  "I  never  have  more  than  one  drink  before  din- 
ner. But  I  do  like  that  one  to  be  large  and  very  strong  and 
very  cold  and  very  well-made.  1  hate  small  portions  of 
anything,  particularly  when  they  taste  bad.  This  drink's 
my  own  invention.  I'm  going  to  patent  it  when  I  can  think 
of  a  good  name." 

He  watched  carefully  as  the  deep  glass  became  frosted 
with  the  pale  golden  drink,  slightly  aerated  by  the  bruising 
of  the  shaker.  He  reached  for  it  and  took  a  long  sip. 

"Excellent,"  he  said  to  the  barman,  "but  if  you  can  get 
a  vodka  made  with  grain  instead  of  potatoes,  you  will  find 
it  still  better." 

From  Casino  Royale 


Fleming  himself, 
well  after  success 
arrived  in  spades, 
defended  his  creation: 
"Bond  is  not  a  hero,  nor 
is  he  depicted  as  being 
very  likeable  or  ad- 
mirable...He's  not  a  bad 
man,  but  he  is  ruthless 
and  self-indulgent.  He 
enjoys  the  fight — he 
also  enjoys  the  prizes. 

"In  fiction,  people 
used  to  have  blood  in 
their  veins.  Nowadays 
they  have  pond  water. 
My  books  are  just  out  of 
step.  But  then  so  are  all 
the  people  who  read 
them. ..intelligent, 
uninhibited  adolescents 
of  all  ages,  in  trains, 
aeroplanes  and  beds..." 

As  the  poet  Philip 
Larkin  pointed  out. 


what  strikes  one  first 
about  the  novels  today  is  "their  unambiguous  archaic- 
decency.  So  far  from  being  orgies  of  sex  and  sadism,  as 
some  outraged  academics  protested  at  the  time,  the 
books  are  nostalgic  excursions. ..England  is  always 
right,  foreigners  are  always  wrong. ..Girls  are  treated 
with  kindness  and  consideration,  lust 
coming  a  decorous  third.  Life's 
virtues  are  courage  and  loyalty,  and 
its  good  things  a  traditional  aristocra- 
cy of  powerful  cars,  vintage  wines, 
exclusive  clubs,  the  old  Times,  the 
old  five -pound  note,  the  old 
Player's  packet." 

Indeed,  the  only  double  agent  I 
can  find  is  Vesper  Lynd,  who 
obliges  the  secret  service  and  Bond 
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Time  stands  still. 


Rado  Diastar 
Anatom  'Jubilee' 


-A  different  world 


MAYORS 

FINE  |EWELERSSIN<  t   MO  ^1  ' 


Throughout  South  and  Central  Florida  lo  ordtt  by  phone 
•rformotrinloimauon  please  call  1  R00  4  MAYORSU-800-4«-'W7) 


Scratchproof  titanium  carbide  is  linked  with 
18  kt.  gold  to  form  the  band  of  the  Rado 
'Anatom'.  The  anatomically  designed  case  top 
and  crystal  are  scratchproof,  too.  The  result:  a 
watch  that  won't  show  the  passing  of  time. 
Water-sealed  Swiss  quartz  technology. 
Available  for  men  and  women. 


RADO 

Switzerland 


Rado.  A  division  of  SMH  US,  Inc  35  East  21  St  ,  New  York,  NY  10010 


is  intriguing,  exotic, 

,  shaken  not  stirred, 


delicious, 


improves  your  serZ^  ^  SUn"8 


  "  •'••,iv"-»f:'.^/ 

nan  im  com 

mg.  competitive,  possibly  fattening ,  * 
or  a  hammock, 

...it's  included. 


JAMAICA 


JAMAICA 

The  Playful  Side  of  Paradise 

SupaClubs 

Tfte  Caribbean's  Only  Super-Inclusive"  Resorts. 

For  a  complete  brochure  or  more  information,  call  your  travel  agent  or  SuperClubs  toll-free  at  1-800-859-SUPER  /  Ext.  190 


by  committing  suicide.  ("The  bite 
is  dead  now.")  Just  as  wogs  begin 
Calais,  the  villains  are  always  fo 
eign:  Russians,  Bulgars,  German 
Koreans,  Mexicans,  Corsican 
Chinese,  Yugoslavs.  And  they  a: 
always  memorable:  Doctor  No  wii 
his  metal  hands  and  a  heart  on  tl 
wrong  side  of  his  body,  Aur 
Goldfinger  with  his  flaming  red  h£ 
and  mania  for  gold,  Blofeld  with  h 
clinical  love  of  death  in  all  its  font 
Sir  Hugo  Drax  with  his  courtly  ma 
ners  and  his  cheating  at  card 
Sometimes,  of  course,  these  foreij 
villains  try  to  pass  themselves  off 
British.  They  always  fail. 

When  Ian  Lancast 

Fleming  (1908-1964)  built  a  simp 
house  called  Goldeneye  above  a  pi 
vate  cove  near  the  tiny  banana  pc 
of  Oracabessa  on  Jamaica's  nor 
coast,  he  was  hardly  a  writer.  Aftei 
respectable  war  career  in  Nav 
Intelligence  (his  duties  resemble 
M's  rather  than 
007's)  he  settled 
down  to  the 
London  world  of 
journalism,  with 
the  proviso  that  he 
be  given  two 
month's  leave  i 
each  winter.  He 
would  spend 
every  winter  at 
Goldeneye  from 
1946  until  his  death. 
"Would  these  books  have  been  bo 
if  I  had  not  been  living  in  the  gc 
geous  vacuum  of  a  Jamaican  holida 
I  doubt  it."  It  was  on  his  seven 
sojourn  that  Fleming  conjured  h 
secret  agent,  the  man  of  action  wl 
was  really  a  vicarious  dream-self. 

Of  Scots  ancestry  (like  Bond 
Fleming  had  been  a  top  athlete  ( 
the  playing  fields  of  Eton  Oil- 
Bond)  but  never  graduated  (dittc 
Without  his  father  around — killed 
WWI — and  outshone  by  his  eld 
brother  Peter  (the  explorer  wl 
wrote  one  of  the  great  travel  books 
the  Thirties,  Brazilian  Adventurt 
Ian  already  had  a  reputation  f 


tant  to  Admiral 
Godfrey,  was  mainly 
administrative. 
(Fleming  apparently 
came  to  believe — or  at 
least  convinced  a  few 
very  close  friends — 
that  he'd  actually  had 
to  kill  an  enemy  agent 
on  a  secret  mission, 
either  by  sandbagging 
him,  or  with  a  con- 
cealed revolver,  or  a 
mysterious  black  hat, 
or  by  drowning.  This 
acting  went  too  far  to 
be  mere  play;  he  had 
authorial  photos  taken 
posing  with  a  gun  like 
Bond's  while  vaguely 
claiming  the  books 
were  based  on  his  own 


experiences- 


my 
he 


When  Fleming  finally  fell,  it  was  for  another 
man  's  wife,  Lady  Anne  Rothermere.  Soon  Fleming 
was  nicknamed  "Lady  Rothermere's  fan." 


vomen  and  cars  by  the  time  he  dis- 
nissed  himself  from  Sandhurst, 
England's  West  Point,  after  only  one 
erm.  Like  many  writers  in  the  pro- 
:ess  of  forming,  there  was  a  good 
leal  of  the  actor  in  him.  In  the 
Austrian  Tyrol,  then  Munich  and 
Geneva,  he  skied  and  played 
t  being  a  young  intellec- 
tual on  the  way  to  a 
tareer  in  the  Foreign 
Office — but  failed 
ijhe  exam.  He  saw 
Moscow  as  a  young 
Reuters  correspon- 
dent. By  1933  he 
pas  back  in  London 
it  one  of  the  better 
brokerage  houses. 
Inhere  he  stayed  unti 
he  war. 
Despite  claims 

leming  made  after 
le  Bond  wave  hit,  his 

ar  career  in  Naval 
ntelligence,  as  assis- 


Author  and  explorer  Peter 
Fleming,  the  older  brother 
Ian  strove  to  outdo. 


autobiography,' 
half-joked.) 

A  colleague  recalled 
him  in  the  war  years  as 
"a  young,  fashionable 
man  about  town. ..fas- 
tidious about  dress, 
which  the  old  salts  of 
the  Admiralty  viewed  with  scorn." 
After  the  war  he  landed  a  plum 
job,  as  Foreign  Manager  for  The 
Sunday  Times. 

That  same  fastidiousness  flavors 
the  novels;  part  of  their  early  success 
was  due  to  their  cultivated  veneer  of 
sophisticated  knowledge. 
This  was  Fleming  the 
journalist  at  work, 
going  to  expert 
sources  for  his  infor- 
mation, for  as  many 
friends  pointed 
out,  it  was  hard  to 
think  of  a  single 
subject  on  which 
he  was  truly  expert. 
All  this  time  he 
was  known  for  his 
philandering  ways:  he 
was  far  less  protective 
towards  women  than 
Bond.  His  brother's 
success  and  his  own 
past  as  something  of  a 
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black  sheep  still  fol- 
lowed him. 

It  he  could  not 
quite  be  a  successful 
man  of  action,  he 
could  invent  one.  As 
John  Pearson  puts 
it  in  his  perceptive 
biography  of  Fleming. 
"When  [Bond]  looks  at  himself  ir 
mirror. ..we  see  just  how  close 
Fleming  identifies  himself.. .Jam 
Bond  is  simply  Ian  Fleming  da 
dreaming  in  the  third  person 
Pearson  makes  the  point  firml 
Bond  is  essentially  "this  odd  mar 
weird  obsession  with  himself." 

When  Fleming  Finally  fell  it  w 
for  another  man's  wife.  Ladv  An 


If  Fleming  could  not 
be  a  successful  man  c 
action,  he  could  inven 
one.  As  one  biog raphe 

put  it,  "James  Bond 
is  simply  Ian  Fleminj 

daydreaming  in  the 
third  person." 


Rothermere.  Soon  Fleming  w 
nicknamed  "Lady  Rothermere 
fan"  in  Fleet  Street  circles:  her  hi 
band  was  a  newspaper  magnat 
And  in  late  January  1952.  with  4 
weeks  of  Jamaican  sunshine  befc 
marriage  and  the  end  of  his  bacheh 
hood,  he  sat  down  in  front  of  a  b< 
t  e  r  e  d  Roy 
portable  ar 
brought  Jam 
Bond  to  life.  C 
it  be  mere  coin* 
dence  that,  ju 
as  Bond  drear 
of  asking  tl 
book's  heroin 
Vesper,  to  mai 


lim,  she  frees  him  by 
ommitting  suicide, 
•'or  rhac  matter,  the 
lovels'  villains  (usually 
>hysically  repugnant,  as 
f  seen  through  a  child's 
:yes)  often  treat  Bond 
n  a  fatherly  way — 
•"leming,  as  a  boy,  called 
lis  authoritative  mother 
■M." 

Casino  Roy  ale,  utterly 
mplanned,  took  Flem 
ng  barely  two  months, 
^t  43  he  had  written  fic- 
ionally  not  so  much  as  a 
hort  story.  The  hero's 
lame  was  appropriated 
rom  "one  of  my 
amaican  bibles,  Birds  of 
he  West  Indies  by  James 
Jond,  an  ornithological 
lassie,"  he  once  wrote.  "I 
wanted  the  simplest, 
lullest,  plainest-sound- 
ng  name  I  could  find.  James  Bond 
eemed  perfect." 

Despite  strong  British  reviews, 
he  first  few  novels  sold  only 
noderately  well  in  England 
nd  struggled  in  the  States. 
5ut  following  the  1956  Suez 
Crisis,  the  visit  of  soon-to- 
esign  Prime  Minister 
vnthony  Eden  to  Goldeneye 

or  a  rest  brought  a  flurry  of  j  

ttention  to  Fleming  and  Bond  in 
he  U.K.,  and  the  snowball  began 
ailing.  A  similar  exposure  occurred 


FOR  YOUR 
EYES  ONLY 


;f 


> 


Goldeneye,  the  Jamaican  estate  where 
all  the  Bond  books  were  written. 


Fleming  at  work  on  You  Only 
Live  Twice,  in  1963. 

in  1961  when  President  Kennedy 
named  From  Russia,  With  Love  as  one 
of  his  ten  favorite  books.  In  our  vio- 
lent times  it's  difficult  to  see 
how  the  books  could  have 
shocked:  they  pall  beside  the 
vindictive  sadism  of,  say, 
Mickey  Spillane,  and  Bond 
takes  his  fair  share  of  the  suf- 
fering. A  list  of  007's  injuries 
V  _■_ .  (  includes  nerve  poisoning, 
having  his  genitals  mangled,  his 
hand  carved  up,  his  little  finger  bro- 
ken, a  shoulder  gnawed  by  a  barracu- 
da, and  his  spine  rubberized 
by  a  traction  machine,  plus 
assorted  knife  wounds,  burns 
and  the  odd  bullet. 

Unlike  today's  screen 
heroes,  when  Bond  gets  hurt 
he  goes  to  the  hospital.  In  the 
course  of  the  novels  he  is  hurt 
so  repeatedly  it's  a  wonder  he 
can  manage  to  please  women 
at  all,  much  less  those  as 
demanding  as  Pussy  Galore, 
Solitaire  Latrelle,  Tiffany 
Case,  Honeychile  Rider  and 
Tatiana  Romanova.  The 
books'  heroines  arc  always 
integral  to  the  plot,  not  a  mere 
adjunct;  several  times  they 
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save  Bond's  life. 
Though  beautiful, 
they  usually  have  a 
qualifying  flaw:  a 
btoken  nose,  a 
limp,  a  difficult 
past,  which  arous- 
es Bond's  sympa- 
thy alongside  his 
lust.  (His  behavior  is  invariably  gal- 
lant and  gentlemanly.)  They  are  of  a 
type:  usually  a  "bird  with  one  wing 
down,"  often  semi-naked  on  first 
encounter,  outdoor  girls  or  elegant 
dressers,  independent-minded  yet 
needful  of  Bond's  protection,  and 
aware  he  is  not  a  man  they  can  hold. 
He  is  almost  always  either  the  first 
real  man  in  their  lives  or,  unfortu- 
nately for  them,  the  last. 

After  the  first  seven  books 
Fleming  began  to  "run  out  of  puff." 
This  was  part  ennui  and  part  ill 
health;  Bond's  smoking  and  drink- 
ing justified  his  creator's  excessive 
habits.  But  it  was  no  coincidence 
that  the  books'  decline  in  energy  fol- 
lowed the  first  Bond  films.  Fleming 
had  dreamed  of  best-sellerdom;  in 
real  life,  fame  exhausted  and  rankled.  In  interviews  and 
letters  he  referred  to  Bond  as  his  "cardboard  dummy"  or 
"a  blunt  instrument"  and  his  books  as  "piffle." 

Fleming  had  long  had  his  eye  on  the  big  film  money, 
and  for  years  offers  came  and  went;  Casino  Royale  was 
initially  filmed  as  an  hour-long  American  TV  program. 
In  1%1  Harry  Saltzman  and  Albert  Broccoli  formed  Eon 
Productions  and  acquired  options  on  all  but  two  of  the 


Bond  wannabe?  JFK  called From  Russia, 
With  Love  one  of  his  ten  favorite  books. 


Fleming  with  Sean  Connery  and  actress 
Shirley  Eaton,  on  the  set  w/CioIdfinger. 


books  for  a  guaran- 
teed minimum  pay- 
ment of  $100,000  per 
film  plus  5%  of  the 
producers'  profits.  It 
was,  for  them,  a  steal. 

Shortly  before 
Fleming's  death, 
film-Bond  began  to 
replace  book-Bond, 
in  the  powerful  image 
of  Sean  Connery,  as 
007  became  Britain's 
most  successful  Six- 
ties export  alongside 
the  Beatles  and  the 
miniskirt.  (Fleming 
saw  only  the  first  two, 
Dr.  No  and  From 
Russia,  With  Love.)  It 
is  difficult  to  exagger- 
ate the  phenomenon 
of  these  movies,  the 
most  popular  film 
series  ever,  and  not 
just  as  financial  block- 
busters. In  every  man 
born  after  1930,  there 
surely  still  exists  a 
part  of  his  psyche  which  dreams  of  being  James  Bond. 

Fleming  died  of  his  second  heart  attack  in  August 
1964,  just  before  the  release  of  Goldfinger,  when  the 
Bond  boom  exploded  and  paperback  sales  began  to  mul- 
tiply many  times  over.  For  years  he'd  scrupulously 
neglected  doctor's  advice  to  cut  down  on  alcohol  and 
tobacco;  his  words  to  the  ambulance  attendants  were: 
"I'm  awfully  sorry  to  trouble  you  chaps."  (Fleming  had 
also  been  weakened  and  embittered  by  continuing 
litigation  over  Thunderball,  whose  plot  resembled  a 
joint  concoction  with  a  film  producer  from  years 
earlier.)  It  was  estimated  at  his  death  that  he  had 
earned  close  to  $3  million  from  the  books.  The  sale 
earlier  that  year  of  a  controlling  interest  in  his  pri- 
vate company,  Glidrose  Productions,  for  a  tenth 
that  figure  meant  that  his  heirs  would  miss  much  of 
the  really  big  money  over  the  next  three  decades. 

Fleming  didn't  live  to  see  007 
toiletries,  bubble-gum  cards, 
lunchboxes,  board  games,  action 
dolls,  spy  kits,  decoder  rings, 
and  a  cartoon  series  for  children. 
What  he  achieved  temporarily 
within  the  thriller  genre  was  to 
kill  off  the  knowing  detective 
as  popular  hero.  In  a  way,  he 
was  Bond's  greatest  victim. 
I  lercule  I'oirot  and  I  ,ord  Peter 
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"In  every  man  born  after  1930," says  Weller, 
"there  surely  still  exists  a  part  of  his  psyche 
which  dreams  of  being  James  Bond." 


Wimsey  were  now  replaced  by  007, 
the  amateur  sleuth  by  the  profes- 
sional secret  agent,  as  the  new  magic 
formula  was  copied  endlessly. 

The  Fleming  Empire  at  first  tried 
to  satisfy  readers'  lust  for  more 
Bond.  By  far  the  most  success- 
ful Bond  sequel  appeared  in 
1968,  four  years  after  Fleming's 
demise.  Colonel  Sun  by  "Robert 
Markham"  was  really  written 
by  Kingsley  Amis,  a  fan  whose 
The  James  Bond  Dossier  (1965)  re- 
mains the  liveliest  barnacle  on 
the  Fleming  reef. 

Despite  a  certain  success,  no 
other  Bond  appeared  until  1981, 

-^VIEMING*  when  (with  Glidrose 

V'v ' ■  *\ 


been  followed,  at  la 
count,  by  1 1  othei 
which  threaten  to  equ 
the  Flemings  wii 
library  shelf-space;  sur 
fire  bestsellers,  th< 
demonstrate  a  readii 
public's  hunger  f 
Bond — or  at  least  tl 
familiar.  One  doesn 
have  to  read  far  in  bloo 
less  Gardner  to  miss  tl 
original.  His  Bond  real 
is  a  cardboard  dumm 
and  his  books  owe  mo 
to  the  late  films,  vergii 
on  self-parody,  than 
Fleming.  Though  Fler 
ing's  self-confessed  co 
cern  from  the  start  was 
make  money,  his  boo 
never  read  that  wa 
Gardner's  regrettably  d 
Often  today  the  po 
ular  myth  of  a  writei 
life  comes  to  oversha 
ow  his  work.  But  Bor 
has  almost  totally  eras< 
Fleming:  it  is  thanks 
the  films,  rather  than  tl 
books,  that  the 
007  saga  pro- 
vides a  worldwide  image  of 
the  man  of  action.  (Perhaps 
after  a  suitable  time  has 
passed,  the  films  will  have 
aged  like  Basil  Rathbone's 


"I  wanted  the  simplest, 
dullest,  plainest-soundinj 
name  I  could  find," 
Fleming;  wrote.  "'James 
Bond  seemed  perfect.' " 


Productions  behind 
him)  the  British 
mystery  novelist 
John  Gardner  took 
up  the  mantle  with 
License  Renewed. 
This  effort  has 


Sherlock  Holmes  series,  and  as  wi 
Holmes,  we  may  live  to  see  the 
nostalgically  re-filmed  for  new  ge 
erations.)  Still,  all  the  books  rema 
in  print  in  many  languages,  and  0( 
is  now  virtually  in  the  publ 
domain;  in  a  Bulgarian  bestseller  ol 
decade  ago,  an  East  Bloc  badd 
bests  Bond. 


THE  MAN  «THEC01W«  GUN 


What,  in  the  end,  makes  book- 
3ond  more  compelling  than  film- 
?ond?  Can  it  be  simply  that  he  is 
nore  like  us,  even  while  up  against 
overwhelming  odds — that  like 
>herlock  Holmes,  despite  his  many 
'ictories,  he  always  carries  with  him 
he  possibility  of  failure?  Let's  give 
the  last  word  to  the 
man  himself: 

"Bond  had  always 
been  a  gambler. ..he 
liked  it  that  every- 
thing was  one's  own 
fault.  There  was 
only  oneself  to 
praise  or  blame. 
Luck  was  a  servant 
and  not  a  master. 
,uck  had  to  be  accepted  with  a 
hrug  or  taken  advantage  of  up  to 
ne  hilt.  But  it  had  to  be  understood 
nd  recognized  for  what  it  was  and 
lot  confused  with  a  faulty  apprecia- 
jon  of  the  odds,  for,  at  gambling, 
he  deadly  sin  is  to  mistake  bad 
tl ay  for  bad  luck.  And  luck  in  all 
:s  moods  had  to  be  loved  and 
ot  feared." 

Anthony  Weller  uses  the  cover  of  "a 
'riter  living  m  Gloucester,  Mass. " 

Bond  Sources 

The  James  Bond  007  Fan  Club 
P.O.  Box  414 
■Bronxville,  NY  10708 

Ian  Fleming  Foundation 

(non-profit) 

P.O.  Box  6897 

(Santa  Barbara,  CA  91360. 

Its  magazine,  Goldeneye,  appears  3 

times  a  year.  $15  subscription. 


DESIGN  WAREHOUSE 
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ANOTHER  OUTSTANDING  PRODUCT  LINE 
AT  SIGNIFICANT  SAVINGS. 


Swivel 


WALL 

MIRROR 

MIRROR  MAGNIFICATION 

STYLE  NO.  FINISH 

Jj-MAG   5x-MAG  3x  OPTICAL 

7120/  Chrome 

sjmf  am  am 

OUR  PRICt 

ttlW  $299.00  $569.00 

7130/  Cold 

am  am  am 

OUR  PRICE 

$299.00  $369.00  $629.00 

THE  OPTICAL  GLASS  ADVANTAGE 

For  the  ultimate  in  clarity  and  image  Quality,  Miroir  Brot  mirrors  are  available  in 
"optical"  glass.  Lens  blank  of  optical  glass  mirrors  are  made  from  the  same  material 
used  to  manufacture  fine  camera  and  telescope  lenses.  The  lens  is  precision-ground 
and  hand-lapped.  The  result  is  a  distortion-free  image  of  unparalleled  sharpness.  We 
then  inset  a  shadow-free  light  source  and  lens,  beveling  the  glass  around  the  light  to 
prevenl  refraction.  A  masterpiece  of  the  mirrormaker's  art  thai  is  100%  distortion-free. 


All  Mirror  Lenses  are 
9-1/2"  in  diameter 

Hei$ht  adjusts  and  tilts 
from 
17"  to  24" 


Our  Five  Power  Magnification  lens  is  twice  as 
strong  as  our  Standard  3x  Magnification  glass. 
Reliable  and  accurate,  with  a  minimum 
of  distortion. 


Extends  18'  from  wail 


Duplex 

WALL  MIRROR 


MIRROR  MAGNIFICATION 

STYLE  NO.  FINISH 

3x-MAC   5x-MAG  3«  OPTICAL 

7122/    Chrome  mtff  WOW  W)W 

OUR  PHICi 

$469.00  $529.00  $  799.00 

mil  cold 

wew  ww  imm 

OUR  PRICE 

$529.00  $599.00  $  869.00 

Boutique 


TABLETOP 

MIRROR 

MIRROR  MAGNIFICATION 

STYLE  NO.  FINISH 

3<-MAG  5i-MAG 

3»  OPTICAL 

7222/  Chrome 

mm  isew 

SJJflftfW 

$529.00  $599.00 

$  869.00 

mil  cold 

OUR  PHICt 

$599.00  $669.00 

$  929.00 

All  electric  mirrors 
come  with  attached 
power  cord  and 
built-in  razor/hair 
dryer  convenience 
outlet. 


1  -  8  0  0  -  7  0  0  -  4  4  4  0 
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WHEN  ORDERING  MIRRORS,  PLEASE  SPECIFY  MIRROR  MAGNIFICATION  CHOICE  AFTER  STYLE  NUMBER.  (EXAMPLE  7120/3X) 


DESIGN  WAREHOUSE  310-858-1878 

1116  Cory  Avenue,  Los  Angeles,  CA  90069 

To  order  by  phone:  credit  card  customers  can  call  toll  free.  1  -800-700-4440  Visa. 
MasterCard  or  American  Express  accepted  Add  $1 5.00  tor  freight  for  each  mirror 
In  California  add  8.25%  sales  tax  Additional  special  bulbs  (#7194)  available 
a!  $5.95  each  Rellec  mirror  cleanser  (#7600.  12oz)  $12.50 


r  J.  I  I  r  i*  ■ 


FAX  YOUR  ORDER 

310-858-1466 

Qty     Style  #/ Mirror    Price  Total 
Magnification 


Bulbs  5.95 


Rellec  12.50 


Address 
City   


-Zip 


Phone ( . 
Card  #  - 


.Check  □  Visa  O  MC  Q  AE  Q 
  Exp.  Date.   


Subtotal   

Plus  Tax   

Plus  Freight   

Total 

All  Orders  Shipped 
iv  o  k  l  o  u  /  n  f 


A    Bond  Biblio-Dossier 


Casino  Royale  (1953):  Baccarat  superb;  ditto  tragic 
heroine  (Vesper  Lynd);  most  violent  tortures.  The  per- 
fect martini,  007-style.  Le  Chiffre  the  first  of 
Fleming's  outside  father-figure  villains. 

Live  And  Let  Die  (1954):  Harlem  and  Jamaican 
voodoo;  much  headlong  drive  and  mayhem.  Sultry 
clairvoyante  Solitaire;  Felix  Leiter  (CIA)  as  shark  bait. 
"Negro  genius"  Mr.  Big.  Pirate  treasure.  Uneven. 

Moonraker  (1955):  Only  all-England  setting.  Fine 
villain  in  Hugo  Drax,  outplayed  by  Bond  at  bridge  in 
Blades,  M's  exclusive  club;  too  quiet  at  times.  Gala 
Brand  defends  her  feminine  honor  to  the  end. 


Nassau  beautifully  rendered,  Domino's  poisoned  foo 
well  worth  sucking.  SPECTRE  the  new  bad  guys 
I  'nderwater  scenes  more  vivid  and  persuasive  than  ever 

The  Spy  Who  Loved  Me  (1962):  Short,  told  convinc- 
ingly from  female  viewpoint  (Vivienne  Michel):  Bone 
to  the  rescue  against  Spillane-esque  hoods  in  th( 
Adirondacks.  Guns  and  knives.  Only  fair. 

On  Her  Majesty's  Secret  Service  (1963):  SPEC 
TRE's  Blofeld  plots  to  infect  British  livestock;  001 
infiltrates  Alpine  hideout  posing  as  genealogist.  Save; 
Italian  countess  Tracy  from  herself,  only  to  doom  he 
to  death  as  Mrs.  James  Bond.  Now  he's  really  bitter. 


Diamonds    Are  Forever 

(1956)  :  Hot  rock  smuggling, 
from  Africa  to  Las  Vegas. 
Settings  and  villains  (mobsters) 
too  diffuse  and  dull,  but  gem 
lore  shines.  A  lovely  Tiffany 
Case  loses  her  virginity  to  007. 

From  Russia,  With  Love 

(1957)  :  Radical,  persuasive  struc- 
ture; severe  Moscow  and  aromat- 
ic Istanbul;  well  thought-out 
plot,  earned  admiration  of  Raymond  Chandler. 
Perhaps  finest  Bond.  Who  can  forget  Tatiana 
Romanova  on  the  Orient  Express,  Red  Grant's  deadly 
book,  Rosa  Klebb's  poisoned  knitting  needles,  the 
gypsy  fight,  a  loyal  Kerim? 

Dr.  No  (1958):  Evocative  Caribbean  settings,  Jamaica 
and  Crab  Key.  Extremist  villain  (half-Chinese,  great 
aquarium)  and  delectable  shell-collector  Honeychile 
Rider.  Most  inventive  torture  (obstacle  course  ending 
in  giant  squid);  intense,  measured  pace  nearly  equals 
its  illustrious  predecessor.  Oddly  lyrical  and  touching. 


You  Only  Live  Twice  (1964) 
Most  fantastic  elements:  Bond  ir 
Japan  braves  a  garden  of  death  rur 
by  Blofeld,  slays  him,  escapes  in  i 
balloon.  Kissy  Suzuki  dives  nakec 
for  pearls  and  has  to  resort  to  aphro 
disiacs  to  restore  007.  Henderson 
Bond's  guide  to  the  Orient,  based  or 
Fleming's  old  friend,  legend  an 
Aussie  journalist  Richard  Hughes 
also  used  by  John  Le  Carre  in  Tk 
H  on  on  ruble  Schoolboy. 


The  Man  With  The  Golden  Gun  (1965):  Left  unre 
vised  at  Fleming's  death.  London  and  Jamaica;  i 
Soviet-brainwashed  007  tries  to  murder  M 
Rehabilitated,  he  is  sent  after  Scaramanga,  fastest  gur 
in  the  world.  Even  Felix  Leiter  can't  salvage  it  as  < 
weak  end  to  series. 

Octopussy  (1966):  Posthumous;  two  novellas;  paper 
back  contains  a  third  story.  Jamaica,  Berlin,  London.  A 
last  attempt  to  mine  the  Fleming  mother  lode 
Finished  work,  at  least,  rather  Maughamesque. 


Goldfinger  (1959):  A  crook  equal  to  Drax;  attention 
to  detail  makes  plot  (knock  off  Fort  Knox)  go  down. 
Great  canasta  and  golf  games.  Two  blonde  Masterson 
sisters  dispatched  by  Oddjob,  the  strong  silent  type, 
but  Pussy  Galore  survives.  Settings  a  snooze,  though. 

For  Your  Eyes  Only  (1960):  Five  uneven  stories. 
Relives  the  novels'  standard  pattern;  aptly  divides  the 
Bond  canon.  Paris,  Vermont,  Bermuda,  Venice,  the 
Indian  Ocean.  For  fans'  eyes  only. 

Thunderball  (1961):  007  at  a  health  spa?  Fleming's 
fatigue  shows,  but  technique  masterful  and  steady. 


Dates  given  are  for  British  editions  of  the  novels 
American  editions  may  be  a  year  later  or  nearly 
identical. 

Fans  will  want  to  try  Kingsley  Amis's  Colonel  Sin 
(by  "Robert  Markham")  and  his  The  James  Bone 
Dossier,  John  Pears"on's  The  Life  Of  Ian  Flemim 
(1966);  and  probably  the  best  all-around  appreciation 
Raymond  Benson's  The  James  Bond  Bedsidt 
Companion  (1964): 

Among  first-edition  buffs,  Ian  Fleming  remains  the 
most  collected  20th-century  author.  British  first  edi- 
tions of  the  007  books  run  from,  say,  $25  for  the  last  tc 
$1,200  for  the  early  ones.  B8 
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HE  PERFECT  COMPANION  FOR  1994 


INCE  YOU  DEPEND  ON  A  DIARY  EVERY 
AY  OF  THE  YEAR,  PICK  THE  ONE 
HAT5  PERFECT  FOR  YOU. 


right, 
tractive, 
)lorful,  always 
Dod  for  a  smile... 


ecognizes  what  s 
nportant  to  you: 
week  at  a  glance, 
ribbon  marker, 
"-flat  binding, 
ts  of  space  to  write... 

nows  all  the  right  places  to  go 
id  how  to  reach  them -restaurants, 
useums,  clubs,  galleries,  theatres. 

THE  1994 
NEW  YORKER 
DE5K  DIARY 


•  7  1/2"  x  10"  pages 
•  Handsome  leather  rovers 
•  Gold-stamped  personalization  available 
Select  hotel  &  restaurant  listing  for  18  cities  worldwide 
•  6  US  city  maps  •  Area  code  map  of  the  US 
•  International  dialing  codes 


SEND  ORDER  TO:  THE  NEW  YORKER,  BOX  10214,  DEPT.  236075.  DE5  MOINEJ.  IA  50336 
f     PLEASE  JEND  ME  THE  1994  NEW  YORKER  DEiK  DIARY: 

  copies  at $24.95.    copies  of  tmpnnted version  at  $27.45. 

For  each  copy,  add  $3.25  for  shipping  and  handling  within  the  US,  $6.50  for  Canada.  Please  allow  4  to  6  weeks  for  delivery. 

Offer  only  available  to  US  &  Canada.  Residents  ofCA,  CO,  GA,  IA,  IL,  KY,  MA,  MI,  NY,  OH  add  applicable  sales  tax,  Canada  7%  GST. 

□ 

heck  or  money  order  enclosed.  ~~^\  A  merican  Express         [J  VISA        □  tastercard 


Acct.  # 


Exp.  Date 


Signature 


Varnt 


Address  . 


City . 


State 


Zip 


Imprint  name  - 


Please  print  clearly  Imprint  limited  to  11  letters  I  \e  separate  sheet  if  nccccssary. 


There  is  an  element  of  make- 
believe  about  it.  Men — as  their 
opposites  like  to  point  out — seem  to 
have  trouble  conclusively  growing 
up.  Given  the  choice,  most  men 
would  rather  play  cowboy  than  go 
into  counseling.  Playing  lumberjack 
is  almost  as  much  fun,  and  you  don't 
have  to  own  a  ranch  or  any  horses. 
Just  a  small  woodlot  and  a  good 
chainsaw.  If  you  line  up  the  drop 
and  notch  it  just  right,  a  crooked  and 
commercially  worthless  New 
England  poplar  will  fall  with  the 
same  kind  of  authority  as  a  redwood, 
though  without  any  inconvenience 
to  owls.  And  once  it  has  been 
bucked  and  split,  stacked  and  dried, 
it  will  provide  a  decent  number  of 
non-taxable  BTUs.  With  a  chain- 
saw,  then,  you  get  to  play  lumber- 
jack and  shelter  a  little  income  at 
the  same  time;  satisfying  both  the 
man  and  the  boy  in  you. 

Of  course,  you  could  hire  some- 
body to  do  the  work.  You've  got  to 
cut  down  a  lot  of  trees  and  burn  a 
lot  of  firewood  before  you  have 
amortized  the  cost  of  a  Stihl  or  an 
Echo  at  about  $500  a  copy,  not  to 
mention  the  gas  and  oil.  Letting  a 
professional  do  the  work  would  be 
a  lot  safer,  but  this  misses  the 
point.  Running  a  saw  is  not  like  sit- 
ting on  a  riding  mower  to  cut  the 
grass.  That  chainsaw  is  a  serious 
tool,  and  if  you  are  careless  and 
dreamy  when  you  handle  it,  then  it 
will  do  some  serious  work  on  your 
flesh.  Those  teeth  are  naked  and 
moving  at  very  high  speed. 

Emergency  rooms  at  rural  hospi- 
tals see  a  lot  of  chainsaw  injuries, 
and  the  doctors  talk  about  them 
with  a  certain  awe.  You  don't  get 
cut;  you  get  chewed.  "Saved  every- 
thing but  the  man's  teeth,"  I  once 
heard  one  doctor  say  about  a  chain- 
saw  accident,  and  didn't  ask  for  any 
more  details. 

You  have  to  respect  this  ma- 
chine, then.  All  that  power  comes 
with  a  price;  which  is  as  it  should 
be.  On  the  other  hand,  you  do  not 
have  to  live  in  awe  of  a  chainsaw.  It 
is  about  as  fundamental  as  anything 
that  runs  on  gas.  A  one-cylinder, 


two-stroke  engine  drives  every- 
thing. You  make  sure  you  have  the 
right  mix,  and  you  put  a  little  stabi- 
lizer in  the  gas  if  you  leave  some  in 
the  tank  between  seasons.  You  put 
in  bar  oil.  Now  and  then  you  clean 
and  gap  the  plug,  put  a  little  grease 
in  the  sprocket,  blow  out  the  air  fil- 
ter. You  learn  how  to  run  a  rattail 
file  through  the  teeth  to  keep  them 
sharp.  There  is  an  art  to  this  and 
when  you  acquire  it,  you  will  feel 
insufferably  handy  and  quite  supe- 
rior to  your  suburban  friends  who 
need  to  take  theirs  in  to  a  profes- 
sional for  sharpening. 

That's  the  basic  maintenance. 
You  can  work  your  saw  to  the  point 
of  abuse  and,  in  fact,  the  less  paint 
there  is  on  the  bar,  the  more  nicks 
in  the  housing,  the  better  and  salti- 
er it  looks.  For  the  first  couple  of 
months,  while  your  saw  is  still  new 
and  the  paint  still  gleams,  you'll 
want  to  keep  it  out  of  sight. 

The  best  part  is  the  work  itself. 
Lots  of  noise,  lots  of  sawdust  fly- 
ing, the  smell  of  gasoline  in  the  air 
and  on  your  clothes.  The  chainsaw 
is  the  finest  tool  ever  devised  for 
land  management,  for  the  harvest- 
ing of  wood,  which  is  the  greatest 
of  all  the  renewable  resources. 
With  your  chainsaw  and  a  little 
education,  you  can  turn  a  few 
choked  and  overgrown  acres  into  a 
woodlot  with  room  enough  for 
some  climax  species,  open  spaces 
for  succulents,  brush  piles  for  game 
cover.  You  can  improve  the  land 
and  provide  yourself  with  a  little 
firewood  in  the  bargain. 

It  is  probably  no  accident  that 
the  chainsaw  was  Ronald  Reagan's 
tool  of  choice  and  that  no  picture 
exists  of  Al  Gore  holding  a  chain- 
saw  and  smiling  like  a  contented 
man.  (Of  course,  if  Al  Gore  ever 
cut  down  a  tree  it  would  be  literal 
fratricide.) 

So,  on  top  of  everything  else 
there  is  to  be  said  about  this  fine 
tool,  when  you  own  and  use  one, 
you  are  making  a  political  state- 
ment. One  that  will  certainly  do 
until  something  better  comes 
along.  38 
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All  you  need  to  know  to  make 
home  movies  that  your  friends — and 
even  family — will  actually  beg  to 
watch.  By   Paul  Sanderson 


WITH  ALL  THAT  ACTING  TALENT  SCAMPERING  AROUND  THE  HOUSE,  YOU 
don't  need  Gloria  Swanson  to  shoot  your  own  remake  of  Sunset  Boule- 
vard; and  with  all  the  recent  advances  in  video  equipment,  you  don't 
need  to  be  Erich  Von  Stroheim  to  turn  out  studio-quality  home 
movies.  However,  there  are  a  few  things  that  you  should  know  about. 

Home  movies  have  come  a  long  way  from  Grandad's  16mm  Cine  Kodak  Special, 
and  the  days  when  we  had  to  sit  in  darkened  rooms  watching  pictures  of  the  family 
picnic  turn  bubbly  on  the  screen  while  he  cursed  his  splicing  job.  That  was,  you'll 
recall,  the  era  of  the  silent  home  screen.  Today,  the  audio  recording  systems  in  top- 
end  consumer  cameras  rival  the  best  professional  equipment.  And  that  means  that 
Dad  needs  not  only  to  be  a  cameraman,  but  also  a  director. 

Mind  you,  a  director's  job  is  a  lot  easier  today,  as  equipment  boasts  such  standard 
features  as  auto  white  balance  (so  colors  are  accurate),  auto  focus,  auto  exposure, 
auto  sound  recording,  real-time  counters,  date  display,  zoom  lens,  time-lapse 
recording  and  high-speed  shutters,  just  to  mention  a  few.  More  advanced  models 
have  digital  effects,  picture-in-picture  and  character  generators.  There's  even  some- 
thing called  image  stabilization  which  helps  keep  the  shot  steady  even  when  the 
camera  person  isn't.  It  all  sounds  great.  The  problem  is  that  all  of  this  lulls  the  oper- 
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ator  into  believing  he  or  she  doesn't  have  to  think. 

Hie  number  one  rule  in  shooting  videos  is:  always  be 
thinking,  before,  during  and  after  videotaping.  To  do 
this  sueeessfully,  you  must  understand  the  basic  func- 
tions of  your  eamera.  Get  a  grip  on  white  balanee,  expo- 
sure, focus  (don't  laugh,  many  cameras  have  poor  view 
finders),  battery  power,  location  of  key  control  buttons 
(record,  standby,  replay,  etc.),  tape  speed  and  micro- 
phone capabilities.  If  you 
understand  what  is  happen- 
ing with  these  functions 
during  recording  you  should 
be  in  good  shape. 

First,  a  couple  of  obvious 
points.  Remember,  this  is  a 
moving  picture  format.  One 
of  the  most  frustrating 
aspects  of  editing  my  wife's 
family  history  was  seeing 
hundreds  of  feet  of  great 
landscapes   and  cities 
around  the  world,  only  to  watch  her 
folks  standing  in  front  of  monuments 
for  just  a  few  seconds.  As  B.C.  Forbes 
used  to  say  to  his  kids,  "It's  moving 
pictures,  so  keep  moving!"  Get  them 
to  stand  on  their  heads,  anything. 
Imagine  you  are  at  home  watching  the 
video  that  you  are  now  seeing  through 
your  viewfinder. 

Avoid  zooming.  People  tend  to  go 
zoom-mad.  It's  the  most  over-used 
button  on  any  camcorder.  It  also 
uses  up  a  tremendous  amount  of 
battery  power,  in  case  you're  won- 
dering why  you're  always  seeing 
that  flashing  "BATTERY"  sign  in 
your  viewfinder  after  ten  minutes. 

Generally,  the  most  stable  hand- 
held shots  and  the  ones  with  the 
most  depth  of  field  (that  is,  overall 
focus)  are  made  when  the  camera 
lens  is  in  the  widest  possible  posi- 
tion. Walk  in  nearer  to  the  subject 
for  a  close-up  instead  of  zooming. 
With  a  little  practice  you  can  make 
it  look  more  like  a  smooth  dolly- 
shot  than  a  stalking  shot  from  Fri- 
day The  13th.  If  you  can't  get  closer 
to  the  subject,  put  the  camera  in 
"standby"  while  you  zoom-in  for 
the  close-up.  This  will  seem  like  an 
edit  and  make  your  video  look  more  professional. 

Remember  to  get  details  and  what  is  called  "b-roll"  in 
the  business:  visuals  that  add  depth  and  production  value 
to  a  scene.  If  you're  covering  a  family  picnic  in  the  park, 
get  shots  of  the  animals,  fences,  bridges  and  whatever  else 


might  help  establish  where  you  are.  Get  details  t 
make  the  scene  more  intimate,  like  baskets  full  of  ft 
and  Grandma  reading  under  a  tree — anything  tha 
unusual  or  noteworthy. 

Basically,  think  of  this  as  a  scene  in  a  movie  and  foil 
your  instincts.  Whenever  possible  do  informal  intervk 
with  people.  These  can  be  a  lot  of  fun,  and  in  the  yt 
to  come  will  be  great  moments  to  remember  what  peo 
were  like. 

Do  more  formal  sitdown  int 
views  with  grandparents  and  oth 
who  can  help  tell  the  history  of 
family.  My  wife's  grandmothers  b 
died  a  year  after  I  interviewed  th( 
and  my  father-in-law  told  me  h 
much  it  meant  to  him  to  have 
mother  remembered  on  tape. 
As  lawyers  say,  you  should  rei 
know  the  a  n  s  w 
before  you  ask  l 
questions.  Then  1 
can  remind  then 
events  and  gen 
lead  them  through 
interview.  A  brief  disc 
sion  with  them  a  we 
ahead  of  time  will  give  ] 
an   idea   of  what  tf 
remember  best.  Ask  otl 
relatives  who  know  them  v 
about  the  family  history.  A] 
interview  them  in  a  pi; 
where  they're  most  comfc 
able.  The  interview  shoi 
feel  like  a  conversation,  I 
let  them  do  most  of  the  ta 
ing.  Most  importantly, 
them  tell  stories. 

When  it's  time  to  e 
everything  together, 
becomes  your  turn  to  tell 
story.  Good  editing  is  rea 
just  good  story-telling.  7 
best  advice  I  can  give  you  h 
is  to  actually  stay  away  fr 
editing  on  video  until  the  v 
last  moment.  First,  study  a 
if  possible,  make  detail 
notes  on  the  material  you  w 
to  include.  Then  write  ol 
script  or  at  least  an  outline 
the  story  you  wish  to  tell.  P 
music  for  certain  scenes,  decide  which  quotes  of  Grai 
ma  you  think  will  be  the  most  interesting,  and  in  gene 
find  a  sequence  of  shots  that  makes  the  most  sense.  L 
any  good  story,  it  should  have  a  beginning,  a  middle  ; 
an  end.  This  holds  true  for  individual  scenes  as  well.  I 


A  Cast  Of  Cameras  (top  to  bottom): 
Panasonic  AG- 3:  amazing  effects  for 

about  $2,700;  Sony  HandyCam 
Pro  VX-3:  exceptional  picture  quality 
for  $3,000;  and  Panasonic 
AG-460.  a  no-frills  shoulder-held 
camera  for  $2,400. 


ISO  l-'ORHKS 
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:lose-ups  or  b-roll  to  help  cut  down  sequences  that  are 
too  long  without  disrupting  continuity.  Once  you  have 
spmpleted  your  story  on  paper,  you're  ready  to  edit 
an  tape.  The  more  you've  done  on 
paper,  the  less  you'll  have  to 
do  on  video. 

The  rule  of  thumb  when 
editing  is:  make  it  look  like  it 
was  always  meant  to  be  this  way. 
3ne  shot  should  flow  natural- 
ly into  the  next.  The  more 
seamless  the  editing,  the 
more  enjoyable  it  is  to  watch. 
Let  common  sense  be  your  guide.  If  it 
doesn't  feel  right  to  you,  it  certainly  won't  to 
mybody  else.  If  a  cut  seems  to  jump  from 
Dne  shot  to  another,  then  it's  not  working, 
rou  may  be  surprised  to  find  that  just  chang- 
ing the  edit  point — that  is,  changing  the  start- 
ing frame  a  few  seconds  or  so — can  make  the 
:ut  work  better.  Experiment.  Try  shots  in  a 
different  sequence.  If  all  else  fails,  use  the 
VITV  method  to  making  bad  editing  look 
^ood:  just  add  music. 


When  it  comes  to  purchasing  the  right 
equipment,  just  remember  that  money  is  an 
abject.  Who  makes  the  best  equipment? 


Top:  Minolta 
8-918,  a  superior 

Hi-8  ($1,500). 
Bottom:  Canon  Ll, 
the  best  one-chip 
camera  ($ 1,800V 


Well,  it  depends. 

If  a  company  makes  professional 
video  or  audio  equipment,  they  proba- 
bly make  decent  consumer  products. 
Sony  Corporation  makes  most  of  the 
professional  video  cameras  and  VCRs 
in  use  today;  however,  they  definitely 
make  you  pay  the  price  for  quality. 
Panasonic,  on  the  other  hand,  has 
made  a  point  of  making  a  wide  variety 
of  equipment  for  the  consumer  and 
industrial  market  and  often  has  excellent 
products  for  a  reasonable  price. 

When  it  comes  to  accessories,  the  same 
rule  applies. 

Def i n i tely — defin  itely — avoid  getting 
everything  from  one  place  unless  you 
have  carefully  selected  your  equipment 
ahead  of  time.  Some  discount  places  may 
have  the  camera  you  want  at  a  good  price, 
but  they  may  try  to  unload  some  cheap 
video  tripod  they  have  piled  up  by  the 
thousands  in  the  warehouse.  Be  wary  of 
salesmen  pushing  head  cleaners  and  spe- 
cial "low-cost"  extended  warranties. 
These  only  do  one  thing:  extend  their 
commissions.  Don't  be  afraid  to  go  to  a 
specialty  store  for  certain  important  acces- 


My  Pet  Rooster 

a  painting  by  Frederick  McMonnies  is  now 
part  of  an  important  collection  of  19th  and 
20th  Century  American  Art  which  has  been 
put  together  by  Joan  Michelman. 


We  represent  collectors  from  the  United 
States,  Mexico,  Europe  and  Asia  and  Latin 
America  who  seek  to  buy,  sell  or  trade  works 
by  the  following  artists: 

19™  &  EARLY  20™  CENTURY  AMERICAN  ART 

Homer,  Tarbell,  Hassam,  Weir,  Hartley, 
Glackens,  Chase,  &  others. 

LATIN  AMERICAN  ART 

Tamayo,  Rivera,  Botero,  Matta,  Lam,  Bravo 

19™  &  EARLY  20™  CENTURY  FRENCH  ART 

Picasso,  Matisse,  Monet,  Renoir,  Sisley, 
Pissaro,  Bonnard,  Vuillard,  Kisling,  Valtat, 
Jawlensky,  Kirchner,  and  others. 


If  1 


JOAN  MICHELMAN 

By  Appointment  Only  Mon.  -  Fri.:  (212)  535-4524 
Sat.  &  Sun.:  (413)  528-4352  Telefax:  (212)  517-6672 


sories.  Also,  cry  to  buy  "dedicated"  equipment — equip- 
ment that  has  just  one  function  or  limited  functions. 
( iameras  or  editing  devices  that  say  they  can  do  everything 
usually  don't  do  anything  very  well.  Finally,  keep  it  simple. 
You'll  have  more  fun  and  make  better  videos. 
So,  let's  look  at  the  options. 

Camcorders:  Three  words:  buy  the  best. 

I  don't  mean  the  one  with  the  most  electronic  gizmos, 
digital  effects  and  illuminated  buttons,  but  the  one  that 
will  give  you  the  best  picture  quality  for  your  budget. 
Want  special  effects  and  fancy  titles?  Add  those  while 
you're  editing,  not  while  you're  shooting. 

This  is  the  year  of  the  "three-chip"  camera.  This  is 
very  good  news.  Without  getting  into  technical  jargon,  a 
chip  is  an  electronic,  light-sensing  device,  and 
the  "three-chip"  camera  is  a  much  more  logical 
(though  expensive)  way  of  recording  electronic 
images.  The  Sony  HandyCam  Pro  VX-3  is  a 
good  example  of  a  camera  in  which  picture  qual- 
ity takes  front  seat. 

This  Hi-8  camcorder  incorporates  the  same  type  of 
technology  that  has  recently 
made    professional  video 
improve  dramatically.  You'll 
see  a  marked  improvement  in 
picture  resolution,  color  clarity  and 
detail.  The  VX-3  also  has  a  full-size  lens  (an 
area  that  has  been  grossly  neglected  in  the  past), 
complete  manual  override  of  the  major  functions  (a  must 
for  serious  videographers),  and  a  number  of  other  func- 
tions found  only  on  professional  cameras.  For  editing 
later  on,  the  camera  has  a 
full  complement  of  func- 
tions, and  it  also  generates 
its  own  timecode  for  frame- 
accurate  editing  later  on.  But 
what  really  bespeaks  its 
commitment  to  high  quality 
is  what  it  does  not  have. 
There  are  all  the  standard 
amenities  such  as  freeze 
frame,  slow-mo,  high-speed 
shutter  and  character  gener- 
ator; but  no  digital  effects, 
image  stabilization  or  super 
low  lux  (light)  recording. 
These  so-called  extras  sacri- 
fice picture  quality  to  make 
it  seem  like  you're  getting 
more.  (List:  $3,800;  Retail: 

around  $3,000.  800-421 -SONY  for  dealers  near  you). 

If  digital  effects  are  important  to  you  during  shooting, 
try  the  Panasonic  AG-3.  This  new  Super-VHS  (C  size), 
super-slick  "three-chip"  camcorder  has  every  effect  pos- 
sible from  image  stabilization  to  digital  zooming  and  a 
color  viewfinder.  It  even  has  the  ability  to  compress  dig- 


itally the  picture  to  a  16X9  ratio,  like  letter  boxing 
feature  films.  While  the  AG-3  has  some  amazing  effec 
many  come  at  the  expense  of  overall  picture  quali 
(List:  $3,500;  Retail:  around  $2,700.  800-524-0864). 

The  next  logical  step  down  from  the  three-chip  ca 
eras  is  the  two-chip  variety.  At  this  level,  there  are  oi 
two  models  to  consider.  The  Panasonic  AG-460 
designed  for  wedding-type  videographers  and  is  a  ft 
size  Super-VHS  model.  This  well-thought-out,  no-fri 
camera  is  an  excellent  choice  //you  don't  mind  the  lar| 
size.  From  a  shooting  standpoint,  it  is  preferable  to  ha 
the  camera  rest  on  your  shouk 
for  much  steadier  shots.  (Li 
$3,850;  Retail:  arou 
$2,400;  800-524-0864). 
The  other  tvvo-cri 
camcorder  is  the  Minolta 
918.  Unfortunately,  this  I 
8  gem  of  a  camera  has  be 
taken  out  of  production 
victim  of  the  "chip"  numbi 
game.  Still,  there  are  a  fair  number 
them  still  out  there,  and  Minolta  promii 
to  service  and  support  them.  With  its  super 
Minolta  lens,  this  may  be  the  best  buy 
Hi-8  video  camcorders.  (List  $2,700;  Ret; 
around  $1,500.  201-825-4000). 
When  it  comes  to  one-chip  cameras,  the  Canon 
is  your  best  bet.  Its  main  claim  to  fame  is  the  abil 
to  change  lenses  to  suit  your  needs,  a  great  adv; 
tage  for  videophiles  working  in  a  wide  range 
situations.  Canon  has  a  great  deal  of  exj 
rience  in  making  lenses 
both  still  photo  camei 
and  high-end  professioi 
video  cameras,  vvhi 
gives  their  cameras 
decided  advantage  in  g 
ting  the  most  out 
one  chip.  I'd  like  to  s 
these  lenses  on  Son1 
VX-3.  (List:  $2,999;  Ret; 
around  $1 ,800.  80 
828-4040). 

Because  not  everyo 
is  willing  to  shell  out  tl 
kind  of  money  just 
shoot  the  little  darlinj 
here  are  a  few  less  expt 
sive  alternatives:  So: 
TR-500  (Hi-8,  Li: 
$1,800;  Retail:  around  $1,500.  800-421-SONY):  Can 
UCS-5  (Hi-8,  List:  $1,900.  800-828-4040):  Panasoi 
455  (Super-VHS  full-size,  List:  $2,450;  Retail:  arou 
$1,700.  800-524-0864). 

Which  video  format  is  best  for  you?  Remember:  tht 
are  only  two  choices,  Super  YHS  or  Hi-8.  There  is  no  n 


Top:  for  home  videos  worthy  of 
Goodfellas,  the  Steadi-Cam  Jr.  (about 
$450).  Bottom:  Panasonic  455  (about 
$1,700),  a  solid,  less-expensive  option 


i I  orhi'.s 
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;chnical  difference  between  them.  Hi-8  does  offer 
mger,  and  smaller,  tapes,  but  Super-VHS  holds  up  bet- 
;r  in  editing.  Generally  Super-VHS  tapes  used  in  cam- 
>rders  are  the  "C-size"  (mini)  tapes  which  must  be  put 
i  an  adaptor  to  play  in  your  home  Super-VHS  machine, 
fote:  you  can  play  a  VHS 
ipe  in  a  Super-VHS  machine 
ut  not  vice  versa.  The  same 
3es  for  8mm  and  Hi-8. 


/hen  it  comes  to  acces- 
>ries  you  should  be  every  bit 
>  discriminating. 

Microphones:  Most  cam- 
jrders  come  with  a  built-in 
nilti-directional  microphone, 
'his  just  goes  to  show  that 
le  engineers  who  design 
lem  never  actually  use  them. 
>ne  of  the  lovely  "no-charge" 
mas  that  you  get  with  this 

'pe  of  mike  is  the  sound  of  the  whirring  camera  motor, 
etter  bets  are  the  newer-model  cameras  that  have  the 
like  towards  the  front.  Also  consider  getting  a  "shot- 
jn"  or  directional  kind  of  microphone  for  high-quality 
tdio  pick-up.  I  recommend  the  Sennheiser  MKE-300 
.ist:  $225;  Retail:  around  $190.  203-434-9190).  For 


The  cutting  room  floor:  Sony  RM-E700 
edit  controller  with  built-in  character  gen 
erator  ($750). 


type  microphone.  A  good  one  is  Radio  Shack's  model 
#33-3003  for  $34.99. 

Tripods:  Since  camcorders  have  hit  the  market, 
very  few  people  ever  consider  using  a  tripod.  They're  a 
pain  to  bring  along,  and  the  camera  is  so  light  that  a  tri- 
pod is  often  awkward  to  use 
to  make  pans  and  tilts.  More- 
over, most  of  the  so-called 
"fluid  head"  tripods  made 
for  video  cameras  are  any- 
thing but  fluid.  Still,  steady 
shots  are  important  to  good 
video.  Go  to  a  good  still 
photo  shop  and  check  out 
the  tripods  on  display.  And 
be  sure  to  bring  your  camera 
to  try  them  out  yourself.  One 
model  to  look  for  is  the 
Bogen  3169  Cine/Video 
(List:  $177;  Retail:  around 
$100.  201-818-9500). 
If  you  want  to  be  even  more  creative  w  ith  your  shots 
consider  the  Steadi-Cam  Jr.  It's  manufactured  by  the 
same  company  that  makes  the  original  Steadi-Cam  that 
became  famous  for  its  long,  continuously  moving  shots 
in  Raging  Bull,  The  Shining  and  most  recently  in  Good  fel- 
las. (List:  $500;  Retail:  around  $450.  800-955-5025). 


iterviews,  you  should  pick-up  a  "Lavalier"  or  clip-on         Lights:  Video  needs  light,  lots  of  light.  You  may  have 

Play  A  Monstrous  Amount  Of  Golf 
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*  If  golf's  your  game,  you've  come  to  the  right  place! 
From  the  moment  the  gatehouse  attendant  welcomes 
you  to  our  tropical  resort,  you  II  /md  99  holes 
-challenging golf ,  including  the  famous  Blue  Monster*  home  of  the 
ml-Rf  der  ( >pen.  < ,'olf  packages  start  us  low  as  $1 S  7 and  many  include 


unlimited  greens  and  cart  fees.  You  could  also  fine-tune  your  game  at  the 
Doral  ( lolj  fj-arning  (enter  with  Jim  McLean.  <  )r  relax  with  an  a  la  carte 
massage  at  our  Five-Diamond  spa.  ind.  of  course,  we  can  arrange 
door-to-door  airport  shuttle  service.  So  call  I-  800-22-D( >R  \L  or  your 
Irani  professional.  \nd  take  advantage  of  n  truly  monstrous  offer. 


\sk  about  i  amp  Ibtral  for  Kids. 
*HtUd  1^94-4/2/94.  Prices  are  per  person,  per  night,  double  occupancy.  Survharwefor  playing  the  Blue  Monster, 
liurs  unit  strrttv  rhargrs  nut  inrbttli'ft.  \ot  rati//  with  gnmpa  atta  other  discounts. 


UoralKResort 


AND 


COUNTRY  CLUB 

/ html.  Ilanthi 


Doml  Hotels,  Resorts,  (  bnjerence  (  fitters.  Spas  -  New  York  City*  Rye  Brook,  New  York  *  Miami,  Humid 


We 
Restore 

„  The 
Classics. 


For  about  what  it  costs  to  get 
vour  favorite  shoes  repaired,  you 
can  have  them  renewed  with'the 
soles  responsible  for  their  original 
performance.  For  your  nearest 
vibram*  Authorized  Dealer,  call, 

1-800-VIBRAM-7 

Vibram  Authorized  Dealer 

The  Sole  And  Heart  of  The 
World's  Finest  Footwear 


A  GERALD  A  R  PINO  PRODUCTION 
CHOREOGRAPHY: 

LAURA  DEAN,  CHARLES  MOULTON, 
PETER  PUCCI,   MARGO  SAPPINGTON 

NY       PREMIERE  at  the 

BROOKLYN  ACADEMY  OF  MOSIC 


Nov  9-1 2  8pm, 

Nov  13  2  &  8pm, 

Nov  14  3pm 

BAM  Opera  House 

S35,  25,  15  (Premium  S40) 

CALL 

TICKETMASTER 

(212)307-4100 

or  come  to  BAM  Box  Office 
(30  Lafayette  Ave  Bklyn), 
the  West  Side  Ticket  Agency 
(251  W  45th  St)  or  Bryant  Park 
(42nd  E  of  6th  Ave).  Or  fax  your 
order  to  (718)  857-2021. 

Group  Sales  call  (718)  636-4126 


Part  or  the  1993  NEXT  WAVE  Festival 
sponsored  ■»  Philip  Morris  Coapaeies  lac. 


noticed  that  your  picture  looks 
sharper  and  cleaner  when  shooting 
outside  on  a  moderately  bright  day. 
This  is  because  the  sensors  inside 
the  camera  are  getting  more  informa- 
tion. However,  too  much  light  is  also 
bad  because  the  sensors  can't  handle- 
it.  Overall,  the  best  thing  to  do  is  to 
avoid  shots  with  vers  bright  and  very 
dark  sections  in  the  same  frame. 
Shoot  one  or  the  other,  [f  you  are 
shooting  in  consistently  bright  light, 
such  as  on  a  snowy  mountain  or  on  a 
boat,  consider  using  a  neutral-density 
filter  which  reduces  the  overall  light 
hitting  the  lens.  These  can  be  found 
in  a n y  good 
camera  shop. 
When  shooting 
in  consistently 
dark  areas  such 
as  interiors,  you 
will  definitely 
get  better  results 
using  a  light 
source.  We  all 
know  how  irritat- 
ing those  camera 
lights  can  be. 
Frankenstein 
could  have  been 
the  one  filming  my 
in-laws  at  Christ- 
mas dinner  from 
the  way  they  all  coiled  back  in  fear 
whenever  that  death  beam  of  light 
hit  them.  Further  evidence  that  the 
engineers  who  design  these  cameras 
never  use  them:  the  tiny  little  lights 
on  top  of  the  camera  that  look  so  cute 
in  fact  do  very  little  for  the  picture. 

The  real  solution  is  to  get  a  more 
powerful  light  and  either  bounce  it 
off  the  ceiling  or  diffuse  it  down  to  a 
more  moderately  irritating  light  that 
spreads  around  the  room.  Try  the 
Lowell-Light  Pl-10  Video  light 
(List:  $135  w  ithout  battery;  Retail: 
around  $120.  718-921-0600).  Another 
trick  is  to  replace  the  light  bulbs  in 
the  room  with  ones  that  have  higher 
wattage.  This  is  something  we  do  in 
documentaries  all  the  time  and  can 
be  quite  effective. 

One  accessory  that  you  might  find 
handy  is  a  color  LCD  monitor,  a 
portable,  flat  color  TV  to  watch 


while  you  arc  shooting.  This  is  v< 
useful  w  hen  shooting  interv  iews  a 
scenes  that  require  special  lighti 
and  where  a  tripod  is  involved.  (C 
/.en  N1938,  List:  $350;  Retail:  arou 
$249.  800-421-6516). 

Another  helpful  item  is  a  soft  c 
rying  bag  for  the  camera,  tapes  a 
extra  batteries.  Do  not  use  the  be; 
tiful,  luggage-like  plastic  ease  tl 
comes  with  the  camera  and  has  t 
name  of  the  manufacturer  emb 
zoned  on  the  side.  It  can't  hang  fr< 
your  shoulder,  and  it  says  "steal  m 
all  over.  Instead,  bring  your  cam< 
to  a  good  phc 
shop  to  pi 
one  out. 

Finally, 
not  get  lor 
asting  batti 
ies  unless  y 
really  do  sh< 
for  long  pe 
ods  of  time 
you  use  t 
zoom  a  h 
Batteries  tl 
have  be 
charged  a 
never  g 
used  or  a 
only  partia 
used  lo 

their  ability  to  store  power  ve 
quickly.  You  might  consider  leavi 
the  camera  on  for  a  while  after  fini: 
ing  or  rew  inding  the  tape  just  to  r 
the  batten"  out. 

Editing  Equipment:  Two  w  or 
think  simple.  Editing  requires  a  lot 
time  and  energy,  but  you'll  soon  s 
that  the  results  are  worth  it.  Don't 
hog  wild,  though.  If  you  spent  hoi 
getting  great  shots  of  your  family  w 
put  them  through  the  torture  of  di 
tal  effects?  Do  you  really  w  ant  yc 
beautifully  manicured  backyard 
look  like  something  out  of  a  nucl< 
holocaust:  Should  a  shot  of  your  ki 
sw  imming  be  transformed  int< 
David  Lynch  dream  sequence?  Yc 
call,  but  at  least  teach  yourself  how- 
make  straight  cuts  first.  Make  qual 
a  priority.  You  can  always  add  ex 
boxes  later  to  liven  things  up.  If  y 
have  a  Super-VHS  or  Hi-8  came 


For  serious  audio  mixing, 
Mackie  Designs  Microseries 
1202  mixer  ($320). 


get  the  same  format  VCR  to  record 
with  for  best  results.  In  many  cases, 
:he  camera  itself  can  be  used  as  a 
slayer  deck. 

You  might  begin  by  editing  from 
Dne  machine  to  another,  and  then 
graduate  to  an  edit  controller  which 
vvill  automatically  perform  edits  for 
/ou.  Sony  makes  the  RM-E700 
'List:  $1,000;  Retail:  around  $750. 
^00-421 -SONY)  which  can  be  used 
to  control  a  number  of  different 
v'CRs  including  the  Sony  EV-S3000 
list:  $1,900;  Retail:  around  $1,500. 
300-421-SONY).  And  Panasonic 
nakes  the  AG-A96  edit  controller 
Panasonic  AG-A96,  List:  $520; 
Retail:  around  $350.  800-524-0864) 
vhich  is  made  to  control  two  AG- 
970  edit  VCRs.  (Panasonic  AG- 
1970,  List:  $1,850;  Retail:  around 
51,300.  800-524-0864).  By  the  way,  a 
illying  "erase  head"  is  not  some  cult 
lilm  you  saw  as  a  high-school  student 
pi  the  '60s.  It  is,  however,  essential 
for  making  clean  edits. 

Still  or  freeze-frame  capability  is 
bne  effect  that  can  be  very  useful, 
Ind  even  fun.  In  video  there  are  30 
frames  of  picture  per  second,  and 
lut  of  the  many  hours  of  video  tape 
iou  have  accumulated  there  are 
probably  at  least  a  few  frames  that 
Ire  priceless.  (Like  the  time  the 
ftaby  put  a  cigar  in  his  mouth  and 
Iou  dropped  the  camera  to  save 
!  im.)  There  may  not  be  much  to 
tee  during  that  half-second  of  mov- 
ng  video,  but  you  sure  will  have  a 
Jlreat  still  frame  for  your  title  shot, 
u  Audio  mixing  (sound  editing, 
ipat  is)  is  just  as  important  as  video, 
||nd  yet  it  can  be  very  frustrating  at 
lie  consumer  level.  Manufacturers 
lave  spent  untold  millions  creating 
ijiozens  of  gizmos  that  few  people 
Bver  use,  and  yet  they  put  only  one 
jjack  of  linear  audio  on  consumer 
ameras  and  editing  VCRs.  So  if 
iou  want  to  add  music  to  the  sounds 
If  the  kids  swimming  in  the  pool, 
may  the  theme  of  Jaws  on  your  CD 
[flayer  while  you  dub  a  copy  of  the 
Ifideo  tape.  This  will  leave  the  sound 
|if  frolicking  children  on  the  HI-FI 
jjacks  which  are  embedded  in  the 
idco  signal,  and  the  music  of 


PORTABLE 
POWER  TOOL 


With  the  new,  lightweight  RICOH  PF-2  Portable  Fax,  you  can  keep  business 
moving  while  you're  on  the  move.  From  your  cellular  phone.  From  almost  any  phone* 
The  PF-2  provides  clear  transmission  and  reception  of  full-size  8  lA  x  11  documents  virtually 
every  time.  And  the  rugged  PF-2  is  built  to  withstand  even  the  worst  road  conditions. 
It's  one  tough  little  power  tool. 


THE  NAME  TO  KNOW 


*  Some  phones  may  require 
optional  coupler. 

'£'1993  Ricoh  Corporation 
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1-800-63-RICOH 

Extension  1460 
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NoiseBuster 

active  noise  reduction  headset 


NoiseBuster  can  reduce  annoying  noise 
by  50-95%,  while  leaving  desired  sounds, 
such  as  speech,  music  and  warning  signals 
clearly  audible. 


Use  the  comfortable,  lightweight  NoiseBuster: 
-  in  the  plane,  car,  bus,  truck,  boat,  train,  subway,  city,  home,  office 
-  with  lawn  mowers,  vacuum  cleaners,  home  power  tools,  computers,  fans 
-  and  in  many  other  everyday  situations  where  noise  is  a  nuisance. 

Use  NoiseBuster  in  conjunction  with  your  portable  audio  equipment  or  in-flight 
entertainment  system  to  reduce  environmental  noise,  and  enjoy  better  audio  quality. 

How  does  "active"  noise  reduction  work? 

Microphones  in  both  headset  earcups  listen  to  the  offensive  noise, 
feed  that  information  to  the  NoiseBuster  electronic  controller 
where  it  is  analyzed,  and  an  anti-noise  wave  is  generated.  When 
the  anti-noise  meets  the  offensive  noise,  that  noise  is  reduced. 


$149  +  shipping/handling 

NOISE  CANCELLATION  TECHNOLOGIES,  INC. 
800  Summer  Street,  Stamford,  (T  0690I 


To  order,  call  toll-free: 

800-228-3141 

Visa/MasterCard  accepted 


Reserve  now  for  upcoming 
pa  programs,  Big  Band  Festival, 
Food/Wine  Classic  X, 
Cloister  Garden  Series, 
|   Financial  Planning  Seminar 


Our  world, 
your  pace. 

There  is  simply  more  to  life 
at  the  SStar  Cloister  and 
Sea  Island. 

Nature's  daily  show 
invites  you— enhanced  by 
activities  and  family  pro- 
grams admired  worldwide. 

Discover  fifty-four  holes 
of  30H  once  the  domain  of 
antebellum  Retreat 
Plantation.  Instruction  led 
by  Hall-of-Famer  Louise 
Suggs  and  Goll  Digest  pros. 
Waterway  cruises.  Restful 
beach  club  and  spa.  Award- 
winning  tennis.  Marsh  and 
beach  horseback  outings. 

With  all-inclusive  dining 
(dressy  or  casual),  intimate 
evenings  and  more  to  share. 

Our  world,  your  pace. 
The  Cloister,  Sea  Island. 
Georgia  31561. 

Call  800-SEA-ISLAno. 
Spa/golf,  spa/tennis 
packages  available. 


Horfig  fteritaj^: 
9 12-63  S  -5.112 


-<y      "^THE  CLOISTER" 


marauding  sharks  underneath  on  the 
linear  audio  track. 

But  if  you  are  really  serious  about 
audio,  consider  getting  a 
good  mixer.  The  best 
mixers  for  the 
money  can  be 
found  at  musi- 
cal instrument 
shops.  I  recommend 
the   Mackie  Designs 
Microseries  1202  (List: 
$399;  Retail:  around  $320. 
800-258-6883.)  It  can  handle 
anything  you  throw  at  it,  con- 
sumer or  professional. 

A  character  generator  is 
not  something  you  can  use  on 
your  kids  when  they're 
asleep,  alas,  but  it  does  create 
titles  that  are  useful  for  get- 
ting revenge.  A  good  genera- 
tor works  much  like  the  fonts 
in  your  word-processing  pro- 
gram. There  should  be  a 
good  selection  of  type  styles  and  type 
si/cs.  I  recommend  that  you  get  one 
as  an  add-on  to  a  video  mixer  or  spe- 


cial effects  generator  (SEG).  One 
tag-team  system  you  might  consider 
is  the  Panasonic  WJ-AVE1  charac- 
ter generator  (List:  $800;  Retail: 
around  $600.  201-348-9090) 
which  is  compati- 
ble with  Pana- 
sonic's WJ-AVE5 
A/V  Mixer.  Using 
these  together,  you 
can  easily  superimpose 


For  advanced  video  effects,  plug 
the  Panasonic  WJ-AVEl  character 
generator  ($600)  into  the 
WJ-AVE5  A/V  Mixer  ($1,400). 


titles  over  moving  pictures.  The  WJ- 
AVE5  (List:  $2,000;  Retail:  around 
$1,400.  201-348-9090)  is  an  all-in-one 


box  that  offers  everything  from  d 
solves  and  wipes,  to  special  effei 
and  audio  mixing.  Sony  has  just  coi 
out  with  the  Sony  XV-DIOOO  speci 
effects  generator  (compatible  \\  1 
the  RM-K700)  which  separates  1 
box  from  the  buttons  through  a  nice 
laid-out  remote  control  unit.  (Li 
$2,600.  800-421 -SONY).  There  an 
large  variety  of  SEGs  on  the  mark 
now  that  offer  all  those  wonderf 
effects  you  wisely  avoided  using 
your  camera.  Try  and  stay  clear 
SEGs  and  video  mixers  from  sm 
(and  often  unpronounceable)  comr 
nies.  Also,  hav  ing  hundreds  of  wi 
patterns  is  like  having  hundreds  of  i 
cream  flavors  to  choose  from;  ev  c 
once  in  a  while  you  try  somethi 
new,  but  most  of  the  time  it's  mi 
chocolate  chip  and  straw  berry  for  y( 
Finally,  if  you've  got  Super-VMS 
Hi-8  equipment  be  sure  to  get  a  vid 
mixer  or  special  effects  generator  tr 
utilizes  S-video  connectors,  whi 
give  better  video  signals. 

A  word  about  "desk-top"  coi 
puter  editing.  There  is  little  dou 
that  desk-top  editing  will  be  t' 
future  of  video  on  all  levels.  Howe 
er,  it  is  not  here  yet  on  the  consum 
level  in  terms  of  price-versus-perf< 
mance.  Check  it  out  about  a  ye 
from  now. 

Finally,  where  to  buy.  Many  d 
count  dealers  advertise  in  the  back 
trade  magazines  {Video  Review,  Ca, 
corder,  Video,  Videomaker),  but  che 
with  the  manufacturers  to  be  su 
they  are  authorized  dealers,  especi 
ly  for  camcorders  and  YCRs.  Remei 
ber,  if  the  price  seems  too  good  to 
true,  it  probably  is.  In  any  case,  yi 
can  use  the  advertised  prices  for  b; 
gaining  with  your  local  dealer.  If  y 
are  in  the  New  York  City  area,  try 
&  H  Photo  on  17th  Street. 

And  so,  all  you  auteurs  ...V\gh\ 
camera,  action!  (Now  where  did  tl 
kids  go?  )  S3 

Pail  Sanderson  is  a  product 
director  of  documentary  and  corport 
films  and  videos,  and  is  president 
Our  Town  Films,  Inc.  in  New  York  Ci 
He  appears  as  the  "Best  Boy  "  in  / 
own  household. 
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In  Praise  Of  Old 
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ame 


B  y   J  u  d  i  t  h 

Newman 


Everyone  remembers  their  first 
time.  The  flip  of  the  top,  the  fric- 
tion of  thumb  against  flint 
wheel,  the  leap  of  flame 
proffered  and  quickly 
spent,  the  satisfying  snap  of 
closure.  Lighting  a  woman's 
cigarette  was  the  overture,  a 
gesture  that  neatly  com- 
bined masculine  thought- 
fulness  with  the  most  prim- 
itive come-on. 

Alfred  Dunhill  did  not 
invent  the  cigarette  lighter, 
but  he  made  it  a  sexual  icon.  In 
the  1920s,  the  British  tobacconist 
utilized  a  horizontal  flint,  a  spiral- 
ing  wick  and  a  Colmans  mustard  tin  to  fashion  the 
"Unique,"  the  first  lighter  you  could  hold  and  light 
with  one  hand.  That  one-handed  glide  from  pocket 
to  women's  lips  made  everything  possible.  From 
that  moment  on,  generations  of  males  aped  Bogart 
and  James  Bond  (Dunhill  lighter  aficionados,  both), 
perfecting  their  lighter  foreplay. 

For  the  lighter  buff  (and 
there  are  many — the  U.K., 
Australia,  Italy  and  Japan 
all  have  active  clubs  for 
collectors),  Alfred 
Dunhill  has  assem- 
bled a  small  but 
exquisite  museum  of 
fine  and  historic 
pieces.  Here  is  every 
design  that  signifies 
Dunhill,  from  its  sim- 
ple yet  elegant  mass- 
market  prototypes  to 


The  Aquarium  lighter,  one  of 
Winston  Churchill's  preferred. 


Alfred 
Dunhill' s 
original  lighter. 


everyone  got 
as  wedding  presents.  "I  thought 
this  was  particularly  awful,"  says 
archive  controller  Howard  Smith, 
holding  up  a  football-sized  Incite 
number  covered  in  a  mosaic  of 
glittering  tropical  fish,  "Until  I 
saw  a  picture  of  Winston  Churchill 
lighting  his  cigar  with  one.  If  it 
was  good  enough  for  Churchill, 
it's  good  enough  for  me." 

In  addition  to  the  lighters,  a 
variety  of  historic  Dunhill  prod- 
ucts are  on  display.  The  Alfred 
Dunhill  Museum  is  located  in 
The  Burlington  Arcade,  above 
the  new  Mont  Blanc  store,  in 
London.  Hours  are  Monday-Fri- 
day, 10  a.m.  to  5  p.m.;  you  must 
make  an  appointment  to  visit. 
Contact  Howard  Smith,  011-44- 
71-499-9566.  © 


the  one-of-a-kind,  jewel-encrust- 
ed vulgarities  made  for  sheiks 
and  movie  stars.  There  are 
one-inch  lighters  and  yard- 
stick lighters;  lady's  lighters 
(hiding  a  mirror,  compact 
and  lipstick  in  secret  com- 
partments), and  guy  lighters 
(pneumatic  naked  ladies, 
guns,  jet  fighters  and  sad- 
eyed  Irish  setters)  seeming- 
ly fueled  as  much  by  testos- 
terone as  butane.  Perhaps 
most  glorious  is  the  collection 
of  weapon-like,  kitschy  table 
lighters  from  rhe  1950s,  the  kind 


A  gold  sports 
lighter,  1928. 
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The  Insatiable  Shopper 
visits.. 


ew 


The  French  Quarter,  of  course,  is  inevitable.  Your  Insatiable  Shopper  can'' 
visit  New  Orleans  without  scouring  the  antique  and  specialty  shops  oi 
Royal  and  Chartres  Streets.  But  for  real  old-fashioned  down-on-the 


BAYOU  ATMOSPHERE,  HOP 

The  rickety  ride  is  a  sightseeing 
tour  in  itself.  Head  west  through  the 
mansions  of  the  Garden  District, 
past  the  campuses  of  Loyola  and 
Tulane,  and  right  in  front  of  the 
manor  at  5705  St.  Charles  which 
replicates  Scarlett  O'Hara's  "Tara." 

Just  before  the  end  of  the  line, 
jump  off  around  stop  #44  at  River- 
bend,  a  sleepy  neighborhood  right 
on  the  levee  at  the  edge  of  town. 
Once  a  suburb  resort  called  Carroll- 
town,  the  district  still  features  shops 
patronized  by  New  Orleans  locals. 

With  Tara  still  in  mind,  the  I.S. 
heads  straight  for  Yvonne 
LaFleur  (1),  the  ultimate  Old 
Southern  fantasy,  a  cozy  boudoir  of 
an  emporium  all  jammed  with  laces, 
eyelet,  organdy,  dimity  and  hand- 
kerchief linen. 

It's  a  step  back  in  time,  and  fiddle- 
dee-dee,  Yvonne  designed  it  to  look 
like  the  kind  of  store  she  imagines 
Rhett  and  Scarlet  visited  on  their 
honeymoon  trip  to  New  Orleans. 

Modern  Scarletts  find  replica 
Victorian  leg  o' mutton  sleeve 
blouses,  wispy  English  Garden 
dresses,  Blanche  duBois 
charmeuse  lingerie,  made-to-order 
hats — everything  scented  w  ith 


ON 


THE  FAMED  S'F.  CHARLES  AVENUE  TROLLEY, 


Yvonne's  floral  fragrance.  (8131 
Hampson  Street;  504-866-9666.) 

Current  debutantes  and  uptown 
ladies  buy  their  clothes  at  Ballin's 
(2).  "We  start  dressing  them  when 
they're  born  and  just  keep  right  on," 
might  be  their  slogan.  A  four-foot- 
long  christening  dress  is  $191;  impec- 
cable toddler  sailor  suits  go  for  $78. 
Grow  up  into  a  room  full  of  frothy 
ball  and  wedding  gowns.  (721  Dante 
Street;  504-866-4367.) 

O'Keefe's  Interiors  St 
Antiques  (3)  used  to  be  a  bar  across 
from  the  ice  house.  Arthur  O'Keefe 
still  has  the  mortgage  application  pho- 
tograph he  had  to  take  42  years  ago 
because  the  Homestead  Bank 
wouldn't  even  venture  out  to  evaluate 
the  place.  Now  shoppers  ramble 
through  three  interconnected  stores 
showing  oval  framed  rosewood  mir- 
rors ($845),  a  set  of  lobster-embel- 
lished German  porcelain  soup  plates 
($298),  and  a  souvenir  plate  picturing 
the  Baton  Rouge  State  Capitol  and 
Huey  Long  ($150).  (700  Dublin 
Street;  504-861-7514.) 

Next  door  is  the  studio  workshop 
and  show  room  of  local  jeweler 
Mignon  Paget  (4)  whose  work  is 
inspired  by  local  fauna  and  architec- 


ture. A  "Gumbo"  necklace  feature 
bronze  doree  shrimp,  okra  and  crab 
strung  among  pearls  representing  tlv 
rice  ($850).  In  her  Schema  series 
customers  create  their  own  architec 
tural  column  rings  by  stacking  com 
ponent  pediments,  pedestals,  an< 
capitals,  familiar  shapes  from  fron 
porches  all  over  town.  (710  Dublii 
Street;  504-865-1107.) 

A  selection  of  more  conventiona 
jewelry  is  found  dow  n  Maple  Stree 
where  Simply  Gold/Simph 
Fake  (5)  sells  its  own  designs  plu 
versions  of  familiar  styles.  Cartier 
like  cougar  hoop  earrings  are  $165 
three-piece  baby  cutlery  set 
trimmed  with  little  animals  are  $5. 
in  sterling  silver,  and  an  XXOX  kiss 
es-and-hugs  sterling  silver  charn 
bracelet  is  $82.  (7713  Maple  Street 
504-866-5433.) 

Nearby  you  can  overkill  on  Pop  Aj- 
ar All-American  Comics  St  Sto 
ries  (6),  a  tiny  shop  lined  wall  to  wal 
with  "The  Punisher,"  "Spawn"  an( 
"Man  of  the  Atom."  Proprietor  A.G 
Parr  will  help  you  pick  out  a  col 
lectible  with  resale  value.  (79K 
Maple  Street;  504-866-8462.) 

Audio  connoisseurs  can  listen  anc 
browse  at  Wilson  Audio  (7) 
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Lousiana  Purchases — what  to  buy  on  the  Bayou. 


"here  are  three  sound  rooms  and  a 
pry  select  stock  of  Chesky,  Refer- 
ence and  other  specialty  recordings, 
lany  of  them  pressed  in  Europe  on 
Ijperior  vinyl.  From  "Bolero"  to 
lolly  Parton  to  Springsteen  there 
re  discs  and  records  not  found  in 
lie  chains.  (8001  Maple  Street; 
04-866-3457.) 

Down  the  street  volunteers  from 
fie  Louisana  Philharmonic  run  the 
ncore  Shop  (8).  Donations  and 
nnsignments  come  and  go  daily.  We 
jappened  to  catch  a  three-piece 


David  Hays  red  silk  outfit  marked 
down  to  $25,  and  a  shimmery  brown 
Louis  Feraud  silk  blouse  for  $10. 
(7814  Maple  Street;  504-861-9028.) 

Walker  Percy,  Elmore  Leonard, 
Chaim  Potok  and  other  famous  visi- 
tors are  pictured  all  over  the  Maple 
Street  Bookshop  (9).  There's  a 
whole  section  of  Louisiana  books, 
including  John  Kennedy  Toole's  A 
Confederacy  Of  Dunces  set  in  New 
Orleans,  the  store's  all-time  best  sell- 
er. Among  highfalutin'  volumes  in  the 
back  room  are  over  90  regional 


Louisiana  cookbooks.  A 
separate  children's 
department  is  next  door 
in  the  little  pink  cottage. 
(7523  Maple  Street;  504- 
866-4916.) 

Too  20th-century  for 
Scarlett  O'Hara  are 
Perossi  and  Victo- 
ria's Discount 
Shoes  (10),  teamed 
under  one  roof.  Perossi 
features  thoroughly 
modern  skin  tight  Orea 
dresses.  Victoria  sells 
name-brand  shoes  — 
Prada,  Vittorio  Ricci, 
Delman — at  discount 
prices.  Manolo  Blahnik 
red  satin  pumps  are 
priced  at  $140.  (7725 
Maple  Street;  504-866- 
1092/861-8861.) 

Don't  go  back  to  the 
French  Quarter  until 
you  sink  into  the  green 
leather  sofa  at  Coffee 
&  Company  (11)  and 
indulge  in  a  frozen  cafe 
au  lait  ($1.75)  along 
with  a  slice  of  Chocolate 
Ecstacy  or  Chocolate 
Volcano  Cake  ($2.95). 
(7708  Maple  Street; 
504-861-8843.) 

If  you  retrace  your 
steps,  you  can  try  one  of 
the  famous  freezes  at 
the  Camellia  Grill 
(12),  or  wait  in  line  at 
lunch  for  one  of  their 
celebrated  hamburgers. 
(626  S.  Carrollton 
Avenue;  504-866-9573.) 

Every  ten  minutes  or  so  there's  a 
chance  to  jump  on  the  tram  and 
ride  back  downtown  to  sample 
Riverwalk  and  Canal  Place.  Both 
Yvonne  and  Mignon,  for  instance, 
have  up-to-date  branches  in  the 
malls,  but  they're  not  as  unique. 

And  as  to  the  souvenir  shops  on 
Decatur  and  Bourbon,  crammed 
with  souvenir  T-shirts,  crocodile 
jaws,  and  carnival  masks:  frankly, 
my  dear,  we  don't  give  a  damn.  38 
— Sharon  King  Hoge 


FYI 


l-'ORBES  159 


FYI  advertisers  have  much  to  offer  FY  I  readers.  The 
R.S.V.P.  reader  service  program  is  designed  to  help 
our  readers  access  advertiser  information,  locations 
and  services. 


Look  over  the  participating  advertisers  from  this  issue 
and  take  a  moment  to  fill  out  the  attached  R.S.V.P. 
card.  Simply  check  the  box(es)  of  those  advertisers 
that  interest  you,  and  valuable  information  will  be 
sent  directly  from  the  advertiser,  free  of  charge. 


APPAREL 


1.  ALDEN  SHOE  COMPANY  Manufacturer  of  custom-quality 
shoes  and  boots  for  discriminating  gentlemen  since  1884. 

2.  ALLEN-EDMONDS  SHOE  CORPORATION  World  c  lass 
footwear  for  men.  Named  "one  of  the  25  products  America 
makes  best"  by  the  Made  in  the  USA  Foundation.  Distinctive 
footwear  handcrafted  of  all-natural  materials. 

3.  CROSS  CREEK  APPAREL  The  Exceptional  Shin.  If  you 
seek  the  perfect  combination  of  comfort,  style  and  purpose, 
consider  Cross  Creek.  Look  for  Cross  Creek  in  men's  special- 
ty stores. 

■».  DOCKERS  1  AITHENTICS  Dockers®  has  reinvented  and 
refined  the  classics.  Chinos.  Khakis,  etc.  Updated  with  a 
loose  fit  and  assembled  in  the  Dockers®  Authentics  Book, 
vol.  1.  Send  for  your  free  copy. 

5.  HATHAWAY  Hathaway...  the  original  great  American 
shirt.  Impeccable  styling.  Elegant  fabrics.  Enduring  quality 
for  over  50  years. 

6.  HEAD  GOLF  FOOTWEAR  for  those  whi  i  know  there's 
more  to  the  game  than  a  perfect  swing.  Head  Golf  has  the 
shoe.  Hand-crafted  from  the  finest  leathers.  For  more 
information  call:  1-800-888-HEAD. 

7.  LANDS'  END  If  you  would  like  to  receive  a  free  Lands' 
End  catalog,  call  one  of  our  friendly  operators 

at  1-800-356-4444. 

8.  SEBAGO  DOCKSIDES®  For  more  information  on  Sebago 
and  Dockside®  shoes,  please  circle  our  number  on  the  read- 
er response  card. 

9.  \TBRAM  SOI£  Vibram  Sole  free  infonnation  pack 
describes  an  innovative  program  to  restore  footwear  designed 
around  Vibram  soles,  including  details  about  a  network  of 
Vibram  Authorized  Dealer  repair  shops. 


EXECUTIVE  GIFTS 


10.  BOOKS  ON  TAPE  World's  largest  selection  of  audio- 
tapes. 1-800-626-3333. 

11.  BRITISH  IJNKS  GOLF  CLASSICS  Catalogue  of  fine  golf 
art.  gifts  and  collectibles.  One  of  the  LARGEST  golf  art  deal- 
ers in  the  country 

12.  MACKENZIE  LIMITED  Scotland's  finest  foods.  World- 
renowned  gifts  of  excellent  taste.  1-800-858-7100. 

13.  SHOWCASE  MODEL  CO.  The  world's  largest  maker  of 

aviation  display  replicas.  1-800-441-9524. 


14.  WHITNEY  WINE  R\CK  Displaj  bottles  beautifull)  on 
any  wall.  Unique,  elegant  gift.  Finely  crafted  from  solid 
hardwoods.  Hand-finished.  A  personalized  name  plate  is 
also  available.  1-800-280-5226. 


HOME  FURNISHINGS 


15.  DESIGN  WAREHOUSE  Design  Warehouse  presents 
Miroir  Brot  shaving  and  make-up  mirrors  at  a  33%  discount 
from  retail.  Call-  l-SOO-^OO-wO  for  the  world's  finest  mirrors. 


JEWELRY  &  WATCHES 


16.  AUDEMARS  PIGUET  The  CEO  Collection  Catalog: 
Features  distinctive  luxury  watches  in  bracelet  or  strap,  all 
steel,  18K  gold  and  steel  or  18K  gold.  For  men  and  women. 

17.  BAUME  &  MERCIER  Baume  &  Mercier  exemplifies  the 
highest  standards  of  quality  watchmaking.  Conceived  to 
meet  the  needs  of  those  who  appreciate  the  essence  of  con- 
temporary style  and  unsurpassed  quality. 

18.  BREGUET  Legends  have  sought  this  watch:  Napoleon. 
Wellington,  too.  And  the  crowned  heads  of  Finland.  France. 
Italy,  Spain  and  Russia.  Truly,  one  of  the  world's  most  presti- 
gious watches.  For  information,  call  (212)  223-0055. 

19.  CARTIER  ('.artier,  the  renowned  international  jeweler, 
offers  a  wide  selection  of  products  ranging  from  classically 
styled  18K  gold  jewelry  to  one-of-a-kind  precious  gems. 

20.  GOVBERG  JEWELERS  Call  1-800-528-TIME  for  watches 
and  fine  jewelry. 

21.  GUCCI  TIMEPIECES  Classic  Swiss  timepieces  in  an 
assortment  of  styles  for  men  and  women.  Available  in  Gucci 
shops,  department  stores  and  fine  jewelry  stores  worldwide 

22.  JAEGER-LECOULTRE  Founded  in  1933.  Jaeger- 
LeCoultre  is  today  the  only  watch  manufacturer  in  the  world 
still  making  each  and  every  component  of  its  watches  itself. 
Each  component  is  painstakingly  hand-assembled. 

23.  LASSALE  For  more  information  on  our  fine  selection  of 
Lassale  watches  for  both  men  and  women,  please  call  us 

at  1-800-342-8415. 

24.  OMEGA  WATCH  The  new  Omega  Seamaster  combines 
state-of-the-art  technology  and  handsome  styling.  In  18K. 
combinations  of  18K  and  steel  or  titanium. 

25.  PRESTIGE  DIAMONDS  Honor  the  exceptional  woman 
with  an  exceptional  diamond  of  two  carats  or  more. 

Free  brochure,  1-800-241-9444. 

26.  RADO  WATCH  Rado  Swiss  watches  are  renow  ned  tor 
their  beauty  and  designs.  Each  is  a  timeless  work  of  art. 
Send  for  your  free  brochure. 


RETAIL 


27.  BROOKS  BROTHERS  Brooks  Brothers  is  celebrating 
175  years  of  American  style  for  men.  women  and  boys. 

28.  MACTS  A  New  York  landmark  on  34th  Street  between 
Broadway  and  Seventh  Avenue,  and  throughout  the  U.S., 
renowned  for  its  diversity  of  family  and  home  fashions. 
1-800-343-0121. 


TRAVEL 


29.  THE  CLOISTER,  SEA  ISLAND,  GEORGIA  A  Mobil  Fix  e 
Star  resort,  offers  five  miles  of  beach,  full-service  spa.  champi- 
onship golf,  golf  learning  center,  tennis,  horseback  riding, 
dancing.  Full  American  Plan.  800-SEA-lSLAnd. 

30.  DORAL  RESORT  AND  COUNTRY  CLUB  Here,  sur- 
rounded by  2,800  acres  of  secluded  tropical  splendor,  you'll 
find  everything  from  99  holes  of  challenging  golf  to  a 
renowned  Five  Diamond  spa.  Call  1-800-22-DORAL. 


31.  DOUBLETREE  HOTELS  Doubletree  Hotels  : 
deluxe  properties  coast  to  coast  ranging  from  business  am 
convention  to  resort  facilities  in  city  center,  airport  and  sul 
ban  locations. 

32.  JAMAICA  JAMAICA,  A  SUPERCLUBS  RESORT  Sup< 
inclusive  fun  and  sports  for  couples  and  singles.  Scuba,  g 
tennis,  beach,  fine  dining,  drinks,  all  included.  1-800-859- 
SUPER  for  free  brochure 

33-  THE  PENLNSUIA  NEW  YORK  A  deluxe  242  room  ho 
in  the  heart  of  Manhattan  offering  luxurious  accommodatioi 
and  the  ultimate  in  fitness  and  spa  amenities. 

3t.  PRLNCEVTILE  HOTEL  A  new  sense  of  luxury  defined 
through  Hawaiian  accents.  Offering  championship  golf,  ter 
hiking  and  every  water  sport  imaginable.  Call  1-800-826-44 

35.  R\FFLF,S  HOTEL  SINGAPORE  Restored  to  its  tum-of 
century  grandeur.  Raffles  Hotel  features  104  suites,  6  food  t 
beverage  oudets,  5  Raffles  Hotel  operated  shops.  2  function 
areas,  extensive  gardens  and  courtyards. 

36.  SHERATON  PALACE  HOTEL  Come  to  the  classii  lai 
mark  hotel  that  sophisticated  travelers  have  chosen  since 
1875.  The  Palace  offers  the  perfect  balance  of  elegance  ai 
comfort  in  San  Francisco's  best  location. 


HOT  &  COOL  TRAVEL 


3'.  QUEEN  ELIZABETH  2  TO  EUROPE  Experience 
Cunard's  majestic  QE2  on  one  of  26  transatlantic  crossings 
between  April  and  December  The  best  five  days  of  your 
European  v  acation.  Free  brochure. 

38.  SEA  GODDESS  I&  II  On  Cunard's  yacht-like  Sea 
Goddess  treat  yourself  to  a  7  to  10  day  vacation  like  no  oi 
in  the  Caribbean.  Amazon,  the  Orient,  or  Europe.  Free 
brochure. 

39.  THE  SKINNY  DIPPER  Nude  resorts,  cruises  and  beac 
2000  quality-  resorts  and  beaches,  from  Miami  to  California, 
48  states.  And  from  Mexico  to  New  Zealand.  Free  brochu 
Phone  414-426-5009. 

40.  SUN  LINE  CRUISES  Luxury  cruises  to  the  Amazon  Ri 
Panama  Canal.  Caribbean  and  Land  of  the  Maya  on  the  5- 
Stella  Solaris.  Free  Brochure. 


OTHER 


41.  CORT  FURNITURE  RENTAL  Nationwide  furniture  re: 
company  offering  full  service  office  furniture  management 
and  temporary  housing  for  relocating  executives.  Space  p 
ning  and  design  assistance  are  provided. 

42.  DIAMOND  TEL  I  CELLULAR  PHONES  BY  MITSUBK 
ELECTRONICS  Mitsubishi  Electronics  is  the  manufacturer 
Diamond  Tel  cellular  phones.  The  Diamond  Tel  line  inch 
the  22X  Micro  portable  cellular  phone.  M-l4  Mobile,  and  < 
Transportable  cellular  phone. 

43-  PARKER  PEN  The  new  Parker  Sonnet  incorporates 
advanced  design  to  enhance  the  pleasure  and  quality  of  w 
ing  Available  in  fountain  pen.  roller  ball,  ball  pen  and  pe 

cil. 

44.  PROFILES  LN  HISTORY  The  nation's  finest  selection 
guaranteed  authentic  original  letters,  historical  documents 
vintage  signed  photographs.  Catalogues  issued  by  subscri 
tion.  Call  toll-free  800/942-8856. 

45.  REMBRANDT  WHITENING  TOOTHPASTE 

Recommended  by  more  than  50.000  dentists!  Rembrandt? 
the  low  abrasion  Whitening  Toothpaste,  contains  Citroxairi 
a  patented  ingredient  clinically  proven  to  remove  plaque  a 
tartar.  Call  1-800-548-3663. 


OR  FREE  INFORMATION,  PLEASE  SEND  IN  YOU 


R  R.S.V.P.  CARD  TODA 


^Journey  through  history 
with  gifts  that  capture  the 
past,  present  and  future  .  .  . 


What  was  "smalltown"  America  like 
at  the  turn  of  the  century?  This  nostalgic 
volume,  edited  by  Stephen  Sears,  tells 
a  heartwarming  visual  tale. 
We  see  how  life  was  lived 
long  ago — at  home  and 
at  work,  at  harvest  and 
weddings  and  school — 
in  a  time  when  the 
doors  were  never 
locked  and  every- 
one had  a  smile. 
220  pages.  225 


To  Order 
CallToll- 
Free 

' -800-876-6556 


A  fast-paced  history  recalling 
the  romance  and  drama  of 
a  once  luxurious  form  of 
travel.  This  delightful  book 
celebrates  the  railroads 
both  as  a  marvel  of  the 
industrial  revolution  and  as 
a  splendid  art  form.  320  pages. 
300  illustrations,  50  in  color.  $19.95.  #B59 


ALL  ABOARD! 

IT  WAS  EVEN  BETTER  WHEN  WE  TOOK 
THE  NIGHT  TRAIN,  BECAUSE  TO  RIDE 
IN  A  SLEEPING  CAR  WAS  TO  TOUCH 
THE  SUMMIT  OF  HUMAN  EXPERIENCE... 
This  train  arrived,  I  suppose  somewhere  around  ten 
o'clock,  mysterious  and  magnificent,  long  shaft  of  light 
shining  down  the  track  ahead,  red  glow  from  the  cab 
if  the  fireman  opened  the  firebox  to  shovel  in  coal,  baggage 
man  lounging  in  the  open  door  of  a  baggage  car,  smoker 
and  day  coaches  brightly  lit  with  passengers  drowsing  in 
their  seats... and  then  the  Pullmans,  vestibule  doors  open, 
thin  strips  of  light  coming  out  from  below  the  green 
curtain  here  and  there,  porters  swinging  down  to  the 
platform  when  the  train  stopped,  planting  footstools  in 
front  of  the  steps  and  chanting  quietly  "Pullman  car  for 
Chicago. ..Pullman  car  for  Detroit...."  It  was  almost  too 
much  to  bear... 

Nothing  on  earth  today  is  quite  as  snug  and  secure  as  a 
Pullman  berth  used  to  be  once  you  were  fairly  in  it,  and  it 


seemed  to  me  at  the  time  that  to  lie  there  feeling  the 
swaying  and  jiggling  of  the  car's  motion,  listening  to  the 
faraway  sound  of  the  whistle,  getting  up  on  elbow  now  and 
then  to  peer  out  the  window  when  we  reached  a  station, 
and  at  last  drifting  off  to  sleep,  was  to  know  unadulterated 
happiness.  It  was  best  of  all  if  one  happened  to  wake  up 
when  the  train  reached  Grand  Rapids,  which  it  did  along 
in  the  small  hours.  Here  there  was  a  cavernous  train  shed, 
with  cars  on  other  tracks,  a  switch  engine  puttering  about, 
people  coming  and  going — none  of  your  small-town 
depots,  where  the  station  agent  doused  the  lights,  locked 
the  door  and  went  home.  From  the  car  window  you  could 
see  the  station  dining  room,  with  its  gleaming  silver  coffee 
urns,  doughnuts  stacked  under  glass  domes  on  the  counter, 
belated  travelers  here  and  there  having  a  final  snack  before 
going  off  about  their  business,  and  it  looked  so  inviting  I 
used  to  want  to  be  there  myself — except  that  it  was  so  cozy 
in  the  berth,  and  it  would  be  even  cozier  when  the  train 
began  to  move  again,  and  it  was  sheer  heresy  to  wish  to  be 
anywhere  else. — Bruce  Catton 


This  witty,  informative  page-a-day 
calendar  offers  quotes,  tips  and 
trends  from  the  editors  of  FORBES- 
the  magazine  for  the  key  people 
in  America's  top  companies. 
320  sheets.  Line  drawings 
throughout.  S9.95.  #B56  ^^-s-** 


eek-at-a-glance  diary  captures  a  rarely 
ide  of  baseball  through  paintings, 
era  and  memorable  photographs, 
es  birthdays,  and  photographs,  of 
Famers.  J28  pages.  82  illustrations, 
olor,S14.'95.  #B54 
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Manassas,  Fredericksburg,  Getty 
Now  revisit  the  actual  battlefields  and 
sites  as  thousands  accurately  reenact 
these  historic  events  in  this  award- 
winning  video.  VHS,  60  minutes. 
$29.95.  #V47 
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No  one  has  ever  told  America's 
story  with  more  grace  and  emotional 
power  than  the  late  Bruce  Catton. 
This  volume  of  selections  from  his  work, 
including  portions  of  the  Pulitzer  Prize- 
winning  work  A  Stillness  at  Appomattox, 
represents  historical  writing  in  its  most 
inspiring  form.  224  pages.  35  illustrations, 
$14.95.  #B44   


■This  stunning  visual 
^history  details  the  war's 
most  important  battles  with 
color  maps  and  overlays 
that  break  down  the  troop 
movements  of  each  battle. 
Also  includes  NASA  aerial 
photographs  and  paintings. 
'?3j5$      176  pages.  185  illustrations, 
'       95  in  color.  $32.95.  #B43 


AMERICA 

(jreat est  work 


Stephen  Sears  make  this 
an  energetic  chronicle 
of  uncommon  images 
and  little-known  facts. 
28  pages.  70  illustrations, 
47  in  color.  $9.95 
paperback.  #B41 
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jfr  HAD  BEEN  GOING  ON  FOR  NEARLY 
FOUR  YEARS,  AND  THERE  WOULD 
BE  ABOUT  FOUR   MORE   MONTHS  OF  IT. 

It  had  started  at  Fort  Sumter,  with  officers  on  a  parapet 
looking  into  darkness  for  the  first  red  flash  of  the  guns, 
now  Fort  Sumter  was  a  mass  of  rubble  and  broken 
,  masonry,  pounded  to  fragments  by  hammering  of  repeated 
bombardments,  but  it  still  flew  the  Confederate  flag,  a 
bright  spot  of  color  to  take  the  morning  light  that  came 
slanting  in  from  the  sea — symbolic,  a  flag  flying  over 
wreckage  and  the  collapse  of  a  dream.  Elsewhere,  in  many 
states,  winter  lay  on  the  hills  and  fields  that  had  been 
unheard  of  four  years  earlier  but  that  would  live  on  for- 
ever now  in  traditional  and  national  memory — Shiloh, 
Antietam,  the  Wilderness,  Chickamauga,  and  all  the  rest. 
Here  and  there  all  over  the  country  were  the  mounded 
graves  of  half  a  million  young  men  who  had  been  alive  and 
unsuspecting  when  all  of  this  began.  There  would  be  more 
graves  to  dig  and  when  there  was  time  there  would  be  thin 
bugle  calls  to  lie  in  the  still  air  while  a  handful  of  dust 


drifted  down  on  a  blanketed  form,  but  most  of  this  was 
over.  A  little  more  killing,  a  little  more  marching  and 
burning  and  breaking  and  smashing,  and  then  it  would  be 
ended.  Ended:  yet  in  a  haunting  way,  forever  unended.  It 
had  laid  an  infinity  of  loss  and  grief  on  the  land;  it  had 
created  a  shadowed  purple  twilight  streaked  with  undy- 
ing fire  which  would  live  on,  deep  in  the  mind  and  heart 
of  the  nation,  as  long  as  any  memory  of  the  past  retained 
meaning.  Whatever  the  American  people  might  hereafter 
do  would  in  one  way  or  another  take  form  and  color  from 
this  experience.  Under  every  dream  and  under  every  doubt 
there  would  be  the  tragic  knowledge  bought  by  this  war, 
the  awareness  that  triumph  and  disaster  are  the  two  aspects 
of  something  lying  beyond  victory,  the  remembrance  of 
heartbreak  and  suffering  and  the  moment  of  vision  bought 
by  people  who  had  bargained  for  no  vision  but  simply 
wanted  to  live  at  peace.  A  new  dimension  had  been  added 
to  the  national  existence,  and  the  exploration  of  it  would 
take  many  generations.  The  Civil  War,  with  its  lights 
and  its  shadows,  its  unendurable  pathos  and  its  charred 
and  stained  splendor,  would  be  the  American  people's 
permanent  possession. — Bruce  Catton 


This  four- 
hour  video, using  photos  and  archival  footage,  is  the  first 

comprehensive  look  at  the  shaping  of  the  Kennedy  dynasty 
2-volume  set.  Includes  a  16  page  family  photo  album.  $39.95.  #V31 


NOVEMBER  22-25,  1963 — Told  thrOUC 

eyewitness  accounts  and  haunting  photograph 
Four  Days  takes  you  through  those  tragic,  harrowing  dav 
144  pages.  140  illustrations,  15  in  color.  $14.95.  #B: 


THE  UNDELIVERED 
SPEECH 

AMERICA  TODAY  IS  STRONGER  THAN 
EVER    BEFORE.   OUR   ADVERSARIES  HAVE 

not  abandoned  their  ambitions — our  dangers  have  not 
diminished — our  vigilance  cannot  be  relaxed.  But  now  we 
have  the  military,  the  scientific  and  the  economic  strength  to 
do  whatever  must  be  done  for  the  preservation  and 
promotion  of  freedom. 

That  strength  will  never  be  used  in  pursuit  of  aggressive 
ambitions — it  will  always  be  used  in  pursuit  of  peace. 
It  will  never  be  used  to  promote  provocations — it  will 
always  be  used  to  promote  the  peaceful  settlement 
of  disputes. 


We  in  this  country,  in  this  generation,  are — by  destii 
rather  than  choice — the  watchmen  on  the  walls  of  wor 
freedom.  We  ask,  therefore,  that  we  may  be  worthy  of  o 
power  and  responsibility — that  we  may  exercise  our  streng 
with  wisdom  and  restraint — and  that  we  may  achieve  in  o 
time  and  for  all  time  the  ancient  vision  of  peace  on  eart 
good  will  toward  men.  That  must  always  be  our  goal — at 
the  righteousness  of  our  cause  must  always  underlie  o 
strength.  For  as  was  written  long  ago:  "Except  the  Lord  kei 
the  city,  the  watchman  waketh  but  in  vain." 

These  were  Presidents  Kennedy 's  last  official  words — 
the  conclusion  of  the  speech  he  was  to  have  delivered 
in  Dallas. 


A  UNIQUE  SERIES  

THE  KIND  NO  ONE  DOES  LIKE  AMERICAN 
HERITAGE — AT  MORE  THAN  60%  OFF  THE 
ORIGINAL  PRICE. 


An  absorbing  and  authoritative  panorama  of  American 
history.  Five  hundred  years  are  covered  in  a  lively 
narrative  that  integrates  political,  military,  economic, 
social  and  cultural  events.  Perfect  for  Americans  of  all 
ages  who  want  to  know  more  about  their  nation's  history. 

18-volume  series  128  pages  each.  Total  of  more  than  2,500 
photographs,  drawings,  maps,  and  portraits.  Originally 
$119.00,  now  only  $59.95.  #B68 
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MERICAN    HERITAGE    ORDER  FORM 


rlVIENT  MUST  ACCOMPANY  ORDER. 

jck  or  money  order  payable  to  American  Heritage 
arge  my:  □  VISA     □  MasterCard     Q  Amex 


Card  #: 


Exp.  Date: 


Signature: 
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Qty. 

x  Price 

=  Total 

ometown  USA  #B57 

$  19.95 

merican  Heritage  Book  of  Indians  #B58 

$  19.95 

merican  Heritage  Cookbook  #B35 

$  14.95 

merican  Heritage  History  of  Railroads  #B59 

$  19.95 

.394  Executive  Calendar  #B56 

$  9.95 

!)94  American  Heritage  Baseball  Diary  #B54 

S  14.95 

:H  Picture  History  of  the  Civil  War  #B66 

$  19.95 

'  vil  War:  Treasury  of  Art  &  Literature#B42 

$  60.00 

louring  Civil  War  Battlefields  Video  #V47 

$  29.95 

H  Battle  Maps  of  the  Civil  War  #B43 

$  32.95 

'uce  Carton's  America  #B44 

$  14.95 

094  AH  Civil  War  Calendar  #B41 

$  9.95 

lie  Kennedys  Video  set  #V31 

$  39.95 

>ur  Days:  The  Historic  Record  #B30 

$  14.95 

H  Illustrated  History  Series  #B68 

$  59.95 

JAGAZINE  SUBSCRIPTIONS 

'.vention  &  Technology  (1-Year)  #M44 

$  15.00 

[jdacity  (1-Year))  #M55 

$  15.00 

fvil  War  Chronicles  (1-Year))  #M33 

$  10.00 

jnerican  Heritage  (1-Year)  #M22 

$  29.00 

TOTAL 

N.Y.  residents  add  sales  tax 
Shipping  and  handling 
TOTAL  OF  ABOVE 

S  3  50 
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Zip 
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FREE  BONUS  GIFT! 


Every  order  over 
$35.00  will  receive 
a  Free  Bonus  Gift — 

799  Things  Every  American  Should 
Know-  A  fascinating,  fact-filled 
64-page  book  that  presents  important 
people,  places,  dates  and  events 
that  shaped  our  nation. 

□  If  order  is  over  $35.00,  check  here 
for  bonus. 


TO  ORDER  BY  PHONE,  CALL  TOLL-FREE:  1-800-876-6556 
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Mail  to:  AmericanHeritage  Books,  P.O.  Box  10934,  Des  Moines,  I A  50350-0934 


Toll-free  r 
1-800-87* 


Now  Available  in  Paperback! 
The  Book  that  Changed  the  Way  We  See  the  Past 


WThen  AMERICAN  ALBUM 
'  was  first  published,  one 
critic  said,  "It  is 
much  more  than  a 
book;  it  is  a  haunting,  un- 
forgettable experience."  There 
had  been  other  volumes  of  old 
photographs,  of  course,  but  nev- 
er one  like  this. 

For  five  years  the  editors  of 
American  Heritage  had  searched 
through  thousands  of  photo- 
graphs from  across  the  country, 
and  finally  selected  320  of  the  best. 
Then  they  printed  them  with  a  costly 
"double  dot"  process  on  fine  paper. 
And  they  printed  them  big. 

A  time  machine 

The  result  was  a  time  machine.  AMER- 
ICAN ALBUM  is  the  first  book  to  reveal 
the  photograph's  magical  ability  to  sum- 
mon up  the  past.  "Everyone  who  has 
turned  one  page  of  this  ravishing  book," 
said  Newsday,  "has  been  lost  to  conver- 
sation for  an  hour.  .  .  "Newsweek  sim- 
ply called  it  "indispensable." 

Available  again 

AMERICAN  ALBUM  became  an  instant 


classic.  The  first  imitators  appeared  just 
a  few  months  later,  but  none  matched 
the  authority,  verve  and  charm  of  the 
original.  Now,  after  many  years,  Ameri- 
can Heritage  has  made  it  available 
again. 


What  you  see 

Here  is  a  history  of  America 
1839 — when  the  camera  oper 
eye  on  a  raw,  vital,  disheveled 
country  moving  toward  a  terril 
of  arms — to  1914,  when  a 
industrial  nation  was  on  the 
of  becoming  a  global  power, 
the  superb  images  in  AME 
AL3UM  are:  an  incredibly 
crisp  view  of  Portland, 
townspeople  turning  out  U 
a  fire  in  1848;  tough, 
Confederate  prisoners  i 
dungarees  and  slouch  ! 
string  of  diamond-stac 
motives  all  but  buried 
blind  white  snowdrift: 
Cascade  range;  Mr 
Gould  having  her  h 
tended  to  by  her  lady's  mai 

History  that  touches  the  he: 

As  Charles  Kuralt  says  in  his  new 
duction,  "If  you  linger  over  the 
graphs,  letting  your  eyes  take  in 
details.  .  .you  will  learn  things  ab< 
country  you  couldn't  have  known  I 
. . .  This  is  history  that  reaches  oi 
the  page  and  touches  the  heart.  . 


r 


American  Album 

•  Oversize  Paperback  Volume 

103/8"xl3'/2" 

•  320  Photographs 

•  Special  "Double-Dot"  Printing 

•  Created  by  the  Editors  of  Ameri- 
can Heritage 

•  Special  Offer  for  American  Heri- 
tage Readers 


AMERICAN  HERITAGE  BOOKS 

PO  Box  10934 

Des  Moines,  IA  50350-0934 

Please  send  me   


copy(ies)  of  AMERICAN  ALBUM 
for  only  $19.95  each  (plus  $3.50 
for  postage  and  handling). 
Please  allow  3  to  5  weeks  for 
delivery.  (NY  State  residents  add 
sales  tax.)  Payment  must 
accompany  order. 

Enclosed  is  my  check  for  $  


Please  bill  the  credit  card  indicated  below: 

□  VISA  □MASTERCARD  □AMERICAN  EXPRESS 
Account  # 


Signature, 


Name_ 


Address 


City. 


Expiration  Date 


State 


_Zip_ 


Toll-free  number:  1-800-876-6556 
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Get  a  Life/ 
Autographed  cover 
of  the  Mercury  7 
astronauts.  At 
Superior  Galleries. 


ness 


Hey  Mr.  Space  Man: 
Soviet  lunar  spacesuit. 
At  Sotheby's. 


b  y   a  i,  l  i  s  o  n   m  o  i  r 

Space. ..Thk  Final  Frontier. ..For  Sale. 

Well,  not  exactly.  But  what  got  us 
up  there  in  the  eirst  place  sure  is. 

From  capsules  to  spacesuits,  celes- 
tial SPHERES  TO  EREEZE-DRIED  POTATO 

soup,  astronauts  and  cosmonauts  are 
dumping  quite  a  payload  of  american 
and  Russian  space  memorabilia  at  t  wo 
winter  auctions. 

Autographed  Life  Magazine  Cover  Off  The 
Mercury  7,  Superior  Galleries,  Beverly  Hills 

Perhaps  one  of  the  most  valuable  team  photos  ever 
taken.  This  Life  magazine  eover  from  September  14, 
1959,  was  autographed  by  each  of  the  one-man  space 
capsule  astronauts  before  launching  began.  On  May  5, 
1961,  Alan  B.  Shepard  in  Freedom  7  was  launched  by  a 
Redstone  rocket  into  sub-orbital  flight  for  15  minutes 
and  ZZ  seconds.  Gus  Grissom  followed  on  July  21,  1962 
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Soviet  supply  capsule  Cosmos  1443  transported  cargo 
to  and  from  the  Salyut  7  space  station  in  19S3.  (Below)  A  celestial 
sphere  for  navigation.  At  Sotheby's. 


in  Liberty  Bell  7,  and  nearly  drowned 
as  Liberty  Bell  7  sank,  and  his  space- 
suit  became  waterlogged  after  aban- 
doning spaceship. 

John  Glenn  in  Friendship  7  on 
February  20,  1962  made  a  five-hour 
orbit  and  sampled  a  tube  of  food 
paste.  This  was  followed  by  three 
more  Mercury  7  missions:  a  three- 
orbit  flight  by  Scott  Carpenter  in 
Aurora  7,  a  six-orbit  flight  by  Walter 
Schirra  in  Sigma  7,  and  a  22-orbit 
flight  by  Gordon  Cooper  in  Faith  7. 
Deke  Slayton,  who  was  scheduled  to 
fly  the  second  orbital  mission,  was 
grounded  due  to  an  irregular  heart- 
beat. The  Mercury  7  program  was 
cancelled  after  Cooper's  flight  when 
NASA  moved  onto  the  next  project, 
the  two-man  Gemini  spacecraft. 

Missing  from  photograph:  pio- 
neering chimpanzees  Ham  and 
Enos,  who  survived  a  sub-orbital 
flight  on  January  30,  1961  and  a 
two-orbit  mission  on  November  29, 
1961,  respectively. 

From  the  estate  of  Apollo  15 
astronaut  Jim  Irwin.  Estimate: 
$4,000-$5,000. 

This  sale,  November  15-17,  fea- 
tures over  2,000  lots,  and  is  the 
fourth  space  memorabilia  sale  held 


by  Superior  Galleries.  Contact: 
Michael  Orenstein,  310-203-9855. 

Soviet  Lunar 
Spacesuit,  Sotheby's 

Now  that  the  Russians  have  finally 
'fessed  up  about  trying  to  beat  us  to 
the  moon,  here's  some  heavy  evi- 
dence. Weighing  in  at  250  earth- 
bound  pounds,  this  Russian 
lunar  suit — to  be  sold 
with  its  stand — was 
probably  used  for 
training  back  in  the 
late  1960s. 

The  plan 
was  for  Alexei 
Leonov —  the  first 
man  to  walk  in  space 
in  March  1965 — to 
wear  a  suit  just  like  this 
on  the  moon.  But  when  the 
U.S.  got  wind  that  the  Soviets  aimed 
to  beat  us  with  their  Zond  mission, 
NASA  changed  plans  and  sent 
Apollo  8  into  lunar  orbit  on  Christ- 
mas Eve  1968. 

The  brown  canvas  suit,  souped- 
up  with  heating,  air-conditioning 
refrigeration  tanks,  et  cetera,  stands 
about  seven  feet  tall.  Just  one  look 
tells  vou  how  much  more  advanced 


our  lunar  space  program  was;  after  al 
our  suits  were  a  snappy  silver.  Kst 
mate:  $200,000-$250,000.  On  th 
block  December  11  with  250  Russia 
space  items  at  Sotheby's.  Contac 
David  Redden,  212-606-7386. 

Soviet  Cosmos  1443 
Transport  Supply  Capsule, 
Sotheby's 

The  Russian  Salyut  7  space  statio 
(named  as  a  "salute"  to  the  first  ma 
in  space,  Yuri  Gagarin),  the  sevent 
in  a  series  of  three-man  space  sts 
tions,  was  launched  April  19,  1982. 

This  unmanned  star  module,  th 
Cosmos  1 443,  was  docked  onto  th 
Salyut  7  from  March  2  to  August  2. 
1983.  Supply  capsules  like  this  on 
were  used  to  transport  cargo — filn 
expeiments,  supplies — to  the  spac 
station  and  return  samples  an 
garbage  to  Earth.  This  seven-foo 
tall,  bell-shaped  module  remained  i 
orbit  until  commanded  to  re-enter  c 
September  19,  1983.  According  t 
Space  Exploration  by  J.K.  Davies,  on 
three  other  Cosmos  capsules  docke 
at  Salyut  7  during  the  four  years  it  w; 
in  use  as  a  civilian  space  station. 

After  Mir  was  launched  in  198i 
the  Salyut  7  was  put  in  parking  orbit  i 
case  it  should  be  needed  again.  I 
orbit,  however,  decayed  faster  tha 
expected,  and  Salyut  7  w; 
destroyed  during  re-enti 
on  February  7,  1991. 
Estimate:  $600,001 
$800,000.  On  th 
block  Decembc 
11.  C  o  n  t  a  c  I 
David  Redden,  21i 
606-7386. 

Soviet  Celestial 
Sphere,  Sotheby's 

Cosmonauts  navigated  throug 
the  heavens  by  comparing  major  sta 
represented  on  the  sphere  with  wh 
they  saw  outside  their  porthole 
Sounds  more  like  Magellan  to  us,  bi 
this  sphere,  illuminated  from  withi 
by  battery,  is  said  to  be  a  very  goo 
guidance  system. These  spheres  wei 
generally  destroyed  as  the  unmanne 
capsule  returned  to  the  atmospher 
This  one,  however,  must  have  bee 
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•escued  from  its  fiery  fate. 
3eneral  Klimuk,  former 
poviet  cosmonaut  and 
present  Commander  of 
Star  City,  the  Russian 
raining  center  for  cosmo- 
nauts outside  of  Moscow, 
las  consigned  it. 

Estimate:  $8,000- 
512,000.  On  the  block 
December  11.  Contact: 
David  Redden,  212- 
^06-7386. 


Space  Suit 
i    Glove,  Superior 
i  Galleries,  Beverly 
Hills 

This  right-hand  glove  was 
fvorn  by  Alan  B.  Shepard,  probably 
luring  training  for  his  Freedom  7 
light.  Shepard  complained  that  in 
he  darkness  of  the  capsule,  he 
ouldn't  see  what  he  was  doing,  so  lit- 
le  lights  were  jury-rigged  onto  the 
ingers  of  this  pair.  A  battery  pack  was 
ttached  to  his  wrist.  A  white  label 


Alan  B.  Shepard's 
training  glove;  pota 
to  soup  that  flew  to 
the  moon  (right). 
At  Superior. 


sewn  inside  reads  "Right 
Glove:  G-2G-DC7  size 
Shepard."  (The  original 
left  has  gone  A.W.O.L.,  but 
another  has  been  included 
to  make  a  pair  for  the  sale.) 

Estimate:  $7,500- 
$10,000.  On  the  block 
November  15-17.  Contact: 
Michael  Orenstein,  310- 
203-9855. 


Apollo  11 
Potato  Soup, 
Superior 
Galleries, 
Beverly  Hills 
An  unopened 
packet  of  freeze- 
dried  potato  soup,  10"  long 
with  Serial  #T-T057  print- 
ed on  the  back,  from  the 
collection  of  moon-walker 
Buzz  Aldrin.  On  this  pack- 
et of  space-vichyssoise  is  a  talcum- 
powdery  dust  that  could  possibly 
be  moon  dust  from  that  July  20, 


1969  Apollo  11  touch  down  on  the 
Sea  Of  Tranquility.  Estimate: 
$5,000-$7,000. 

On  Apollo  12,  launched  four 
months  later,  astronauts  chose  not  to 
dine  on  various  freeze-dried  provi- 
sions like  pot  roast,  cream  of  chicken 
soup,  and  butterscotch  pudding. 
(Who  would  eat  that?)  Instead,  these 
delicacies  were  framed  by  Apollo  12 
astronaut  Alan  Bean 
in  1970  as  a  never- 
given  gift  to  Aristo- 
tle Onassis  and 
inscribed  "Sailed 
With  Yankee  Clipper 
And  Intrepid  To 
The  Ocean  Of 
Storms,  Nov.  1969." 
Estimate:  $17,500- 
$25,000. 

On    the  block 
November  15-17. 
Contact:  Michael 
Orenstein,  310-203-9855. 

(For  miscellaneous  "Bidness" 
items,  please  turn  the  page.) 


ARE  MADE, 
NOT  BORN. 


Just  minutes  a  day  on  the  ProForm 
CROSS    WALK  is  all  it  takes  to  get  the  great 
body  you  wish  you  were  born  with. 
TOTAL  BODY  SHAPING. 
CROSS-WALK'S  unique  dual  action 
n  provides  a  complete,  high  calorie  burning  workout  for  both  your  upper  and  lower  body.  Because  it 
ines  cardiovascular  exercise  with  intense  muscle  toning,  you  can  immediately  start  to  trim,  define, 
)tally  reshape  the  contours  of  your  body.  CONTINUOUS  MOTIVATIONAL 
.□back .  CROSS    WALK  features  ACCUSMART,  an  innovative  fitness  monitor  with  five 
eadouts  that  simultaneously  display  time,  distance,  speed,  pulse  rate,  and  total  calories  burned. 
oho  able.  Instead  of  paying  gym  fees,  you  can  have  the  ProForm  CROSS-WALK 
r  home  for  only  12  monthly  payments  of  $49.95. 
DAY  NO-RISK  TRIAL.  We're  so  sure  of  your  satisfaction  with 
S'Z  WALK  that  we  offer  a  30  day  unconditional,  no-risk  trial  in  your  home.  Just  ope. 
ix,  plug  in  CROSS-WALK,  and  start  reshaping  your  future.  Because,  contrary  to 

exclusive 


Ike  advantage  of  this  offer,  call  toll  free:  ] 

BOO-677-6357  ext.  K121 


PER  MONTH. 


■EXPRESS 


6am-  8pm  Mon-Fri.  8am-12pm  Sat  MST 
Major  credit  cards  accepted,  (interest  rate  will 
vary  with  credit  card  used  for  purchase) 


PRO-FORM 

PROFORM  Fitness  Products,-  Inc.  ' 
A  subsidiary  of  Weider  Health  &  Fitness,  Inc. 
©  1 993  All  rights  reserved 


The  1929  Duesenberg  J140  six-passenger  convertible  sedan — only  the  39th 
car  off  the  assembly  line.  At  Kruse  International. 


Antique  Cameras  at 
Christie's  London 

The  most  popular  SLR  camera  of 
the  beginning  of  the  century  was  the 
Soho  reflex.  Made  in  1905  by  Marion 
and  Co.  of  London,  the  Soho  used  a 
newly  patented  instant  return  mir- 
ror, which  gave  it  a  huge  edge  over 
competitors.  This  "tropical"  one, 
which  still  works  and  has  a  beautiful 
teak  body,  is  from  before  1914. 

Tropical  cameras  with  polished 
wood  bodies  and  brass  fittings  were 
built  to  withstand  the  heat  and 
humidity  of,  you  guessed  it,  the  trop- 
ics. In  fact,  they  are  more  like  safari- 
wear  worn  in  the  city:  purchased  for 


appearance,  style  and  status.  Esti- 
mate: £4,000-£6,000. 

Also  for  sale  is  an  over-the-top 
camera  hand-crafted  from  the  Sultan 
Abdel  Aziz  who  ruled  Morocco  from 
1894-1912.  In  1901,  the  Sultan,  not  a 
thrifty  fellow,  spent  an  unheard-of 
£2,100  for  this  A.  Adams  &  Co.  of 
London  quarter-plate 
camera.  For  four  months,  ^ 
ten  craftsmen  worked  on 
this  camera,  replacing 
every  metal  part  with  pre- 
cious metal,  even  the 
screws.  This  jacked 
up  the  weight  to  an 
amazing  13  pounds, 
eight  more  than  the 
original  luxury 
version.  Estimat- 
ed at  a  mere  £25,000- 
£35,000. 

On  the  block 
November  25 
at  Christie's 
South  Kensington. 
Contact:  011-44-71 
581-7611. 


Soho  reflex  SLR,  circa  1914.  At 
Christie's,  London. 


1929  Duesenberg  J 
140  at  Kruse  International, 
Scottsdale 

In  1929,  the  Duesenberg  J  was  built 
to  be  the  biggest,  fastest,  most 


impressive  custom  car  ever  made 
America.  Only  480  of  them  were  ev 
built.  This  I  )uesie,  engine  J  - 1 40  se 
al  #2166,  was  the  39th.  A  six-passe 
ger  convertible  sedan,  it  was  custoi 
made  for  the  co-founder  of  Init 
Airlines,  John  J.  Mitchell,  who  own 
it  from  1930-1946.  So  far,  it's  or 
had  six  ow  ners,  all  of  whom  have  li 
the  original  chassis  and  Murphy  bo 
intact.  Bid  a  cool  million,  and  may 
you  can  be  the  se\  enth. 

This  Duesenberg  will  be  on  t 
block  with  over  1,500  collector  c: 
at  Kruse  International's  auction 
Scottsdale,  Az.,  January  27-30,  19( 
Other  highlights:  a  1955  Ford  Thu 
dcrbird  convertible  ($40,000)  anc 
1957  DeSoto  Adventurer  two-dc 
hard-top  ($80,000).  Contact:  Ch 
Williams,  219-925-5600. 

Teddy  Bears  at 
Christie's  London 

The  rarest  bear  on  earth — and  we 
not  talking  Kodiak  or  koalas  hei 
"Elliot"  was  one  of  six  colored  be; 
sent  to  Harrods  in  London  as  sai 
pies  for  future  special  orders.  Alas, 
one  took  a  liking  to  Elliot,  the  or 
blue  Steiff  bear  ever  made.  A  bla 
Steiff  order  form  confirms  that  Ell 
was  never  commercial 
manufacturered. 

Aside  from  the  blu 
ness  of  his  fur  (wov< 
from  dyed  mohair),  Elliot  i 
assic  Steiff:  boot  butt 
eyes,  stuffed  with  fi 
l  wood  shavings,  lo: 
|  muzzle,  curved  arn 
curved  arms  and  t 
*  typical  bear  hum 
Estimate 
at  £15,0C 
£20,000. 
Elliot 
"brother 
A 1  f  o  n  z  o , " 
red,  one-of-a-kii 
Steiff  bought 
1908  for  Prince 
Xenia  of  Russia,  sold  in  1989  fo 
record  £12,100. 

On  the  block  December  6 
Christie's  South  Kensington.  Co 
tact:  011-44-71-581-7611.  © 


Bear  Essentials. 
At  Christie's,  London 
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XECUTIVE  GIFTS 


mipkiui  Sail  l\k>M 
&f  \cL-lrta  i  h'tuimu  Hanlh 


ERV  ICE 

AN  EXCITING  * 
OPPORTUNITY  FOR* 
DIRECT  RESPONSE* 

ADVERTISERS 

|  ORBES  FYI  appeals  to 
.  xecuhves  who  live  their 
<'es  with  a  sense  of  style 
i  and  can  afford  to: 

Ise  are  readers  who  have 
;>ney  to  spend  on  sports, 
l/el,  leasure  activities  and 
ther  finery.  Tempt  them 
nth  your  special  products 
and  services. 

;  Call  Linda  Loren 

(212)  620-2440 
|  Fax  (2 12)  620-2472 
l  or  more  information 


or  the  love  of  God, 
eyour  workatid  look 
nd  you. 
i-  Tolstoy 


EXECUTIVE  GIFTS 


HANDCRAFTED  AVIATION  DISPLAY  MODELS 

Over  300  Aviation  Display  Models  Available 
SHOWCASE  MODEL  CO.     NASA  °rbi,or  <3  sizes> 

From  $39.95  -  $159.95 

P.O.  Box  470,  Dept.  FYI-93-1 1  +  7.50  sm 

State  College,  PA  16804-0470 
Hours:  M-F  9:30am  -  7:00pm 


(800)  441-9524 -Orders 
(814)  238-8571  -  Catalogs 
(814)  238-8572 -FAX 

WORLD'S  LARGEST  MAKER  OF  AEROSPACE  REPLICAS 


EXECUTIVE  GIFTS 


WATCHES 


WATCH- 


SCOTLANDS 
r  ^FINEST  FOODS 
WORLD  RENOWNED 

Gifts  of  Distinction 

PRE-SLICED 
SMOKED  SCOTTISH 

SALMON 

1  LB  SIDE  *34.50 

2  LB  SIDE  $64.50 
6-Four  oz.  Handy  Freezer 

packs  11/2  Lbs.  *54.50 

Inquire  about  additional 
gourmet  products  and 
corporate  discounts. 

1-800-858-7100 

FAX  410-644-0635 


PHILADELPHIA  •  BALA  CYNWYD  " 

CALL  FOR  FREE  CATALOG. 

WATCHES  FROM  StOO.  TO  S  100.000 


NUTRITION 


TH  93 


$TOP  WAITING 

ON  WEIGHT  LOSS! 

Diets  Don't  Work  but  Body  Wise  DOES! 
Lose  Inches  &  Pounds  -  Increase  Energy 

Reduce  Body  Fat  &  Lower  Cholesterol 
Call  today  for  FREE  brochures  &  audio 

tape  about  our  products  and  program 
No  oblKjabonl  J?  U.S-A  (800)  3p0-fl036 
Outside  (818)  759-1425 


BOOKS 
ON  TAPE 


■  World's  Largest  Selection  ol  Audio  Books 

Bestsellers  1 

on  Cassette  I 

Full-length 

Readings  I 

Call  for  Free  § 

Brochure  . 


(800)  626-3333 


EXECUTIVE  GIFTS 


Adda  little  elegance 
/M     to  any  decor. 

In  1900,  the  Whitney  name 
meant  fine  wooden  carriages.  Today, 
the  quality  continues  in  our  unique, 

finely  crafted,  hand-finished  wine 
racks.  Solid  hardwood  design.  Select 

cherry,  oak    Aj^  or  walnut. 


WNEpMACK 


Bottles  and  labels  display  beautifully. 
Easily  wall  mounted.  No  assembly. 
$54.95  +  $7.95  tax  and  shipping 
/^j  Add  "Made  Especially  For..."  E&v 
^3  brass  nameplate  for  $9.95.  [y 

TRADITIONS  IN  FINE  WOODS. 

The  WHITNEY  Co. 

100%  Satisfaction  Guaranteed. 
Call  1.800.280.5226 

1 1 59  Norwalk  Road  /  Salt  Lake  City.  Utah  84 1 23 
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Apres  le  deluge 

llf  holiday  catalogues,  what  else  was 
llhere  to  do  but  single  out  the  most 
distinctive  items  for  you? 


"No  man  is  an  island, "  wrote 
phn  Donne,  but  of  course  he  didn't 
\wn  one.  You  can — or  at  least  a 
[rime  undeveloped  parcel  of 
\'indermere  Island  in  the  Bahamas. 
Y  acres  and  6,600  feet  of  ocean 
Vont — with  Eleuthera  connected  by 
-ivate  bridges — will  set  you  back  a 
ere  $3,950,000. 

W  Butler   407-278-2628 

)  Fire  alarm:  if  the  colonists  had  the 
od  sense  to  protect  their  fireplaces 
■th  cast-iron  firebacks,  which  shield 
e  rear  wall  from  the  intense  heat  of 
e  flame,  maybe  you  should,  too.  An 
tractive  selection  of  English,  French 
id  Colonial  replicas. 

W  #C204   $269 

untry  Iron  Foundry  ...215-296-7122 

|  The  King  Arthur  Flour  folks  have 
first-rate  selection  of  baking  pans, 
•cks,  ingredients  and  supplies, 
eluding  this  appealing  ceramic 
ortbread  dish. 

"«»  #4296  $31.25 

ig  Arthur  Flour   800-827-6836 

f  All  right — we  confess  to  an  occa- 
mal  taste  for  smut.  But  only  if  it's 
any!  And  the  comics  inside  these  two 
fumes  are,  unfortunately  for  the  P.C. 
lice,  unspeakably  rudely  funny. 
!  Complete  Crumb  Comics  4  $14.95 

0-1990:  The  Best  Comics  $12.95 

mate  fiction  Comics  800-657-1100 

I  From  the  era  when  all  toys  were 
comes  this  faithful  replica  of  an 
odrome.  Wind  it  up  and  you  7/ 
<w  what  the  buzz  is. 


Item  #R578  $29 

Russian  Dressing  800-762-2240 

O  The  SportSort  is  a  versatile 
storage  system  that  expands  from  a 
plastic  trunk,  via  mesh  bags  and  vari- 
ously shaped  packs,  to  any  sporting 
event  or  journey  you  may  be  making. 
1,001  uses— at  least.  $89.95  complete. 
SportSort   408-292-8090 

0  More  difficult  than  solving 
Fermat's  Theorem:  getting  children  to 
eat.  But  with  this  cute  Cowboy 
Dinnerware,  anything  is  possible — 
even  broccoli.  A  complete  service  for 
one  finicky  child,  plus  Western  songs. 

Item  #K31143   $24.95 

Hand  In  Hand   800-872-9745 

Q Scarf  it  up — this  good-looking, 
reversible,  six-foot  scarf  is  a  patch- 
work of  Scottish  cashmere.  Pu'  one  on 
and  you  71  be  the  talk  o '  the  tailga  'ers. 

Item  #20D  $200 

The  Andover  Shop   508-475-2252 

QBob  Forbes  says  he  wants  one  of 
these  Bose  Acoustic  Wave  Music  sys- 
tems for  Christmas.  He's  got  taste — 
it  will  sit  neatly  on  a  side  table  and 
play  music  brilliantly. 

Acoustic  Wave   $997 

Bose   800-637-8781 

®  Flora!  Flora!  Flora!  Calyx  & 
Corolla  excel  at  seasonal  flowers,  like 
this  handsome  pheasant  feather 
wreath,  a  savory  cluster  of  eucalyp- 
tus, fern  and  dried  pepper. 

Item  #WR12   $69 

Calyx  &  Corolla  800-800-7788 
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THE  BULL 


Attorneys  for  convicted  killer  Robert 
..  Drew,  33,  asked  that  his  death  sen- 
tence be  overturned  because  a  Texas 
judge  signed  the  order  for  Drew's  Oct. 
14  execution  with  a  happy  face.  Judge 
Charles  J.  Hearn  has  said  he  always 
signs  his  name  that  wav. 


AND  IN  ENGLAND: 


RD 


urafted  Man 

head" 


A  British  woman  in  Paignton, 
up  in  smoke  by  using  her 


southeast  England,  sent  $4,700 

oven  and  forgetting  her  boyfriend  h^  s^hed  a  wa^ a  oi 
cash  there  for  safekeeping,  Reuters  re^r&Jane^^ 
decided  to  heat  some  Brussels  sproute:  The  sprouts  were 
done  to  a  turn,  but  the  cash  was  black  ash. 


Security  Company  Robbed 


By  The  Associated  Press 

Two  men  barged  into  a  Queens 
armored  car  garage,  .handcuffed 
three  guards  and  fled  with  at  least 
$500,000  earlv  yesterday  mormn 


The  Milken  Institute  for  JoB" 
and  Capital  Formation  said  yes- 
terday^hat  Americans  cited  "cor- 
porate executives  being  paid  too 
much"  as  a  leading  cause  of  job 
losses. 

The  institute,  a  private,  non- 
profit research  group,  may  seem 
an  unlikely  source  for  assertions 
that  executives  are  being  paid  too 
much  money,  it  is  named  for  its 
chairman,  Michael  R.  Milken, 
who  in  1987  alone  was  paid  $550 
million  in  salary  and  bonuses  by 
his  former  firm,  Drexel  Burnham 
Lambert  Inc. 


rr  7ieKdi?CU,ty  of  moving  a  bureaucrat  is  iUus 

years  1980-83,  he  missed  389  days  of  work  Finallv 
he  was  fired  Now  a  federal  judge  has  given  h  m  he 

SlSOf&f  ?'S  J°b  b3Ck  3nd  has  awarded  him 
$150,000  back  pay.  The  judge  reasoned  that  all  fedT 


'ictimsues 
police  who 
overlooked 


id  drug  addicts 


workers,  including  alcohol 


her  closet 


But  Barbra  Streisand  rejected  the  notion  that  the 
halo  of  stars  around  Mr.  Clinton  has  become  a  distrac, 
tm  lS,  the  Los  Angeles  T.mes  in  an  in  erne* 
puoiiS "his  week  thai  felebrities  have  unfairly  been 

P^Wfalo^ 
congressional  debates. 


n 

30 

?  Taxi  driver  Edward  Blagden  who  stuffed  passen- 
ger Robert  Goodnough  into  his  trunk  because  he 
fusoected  Goodnough  would  not  pay  the  $40  fare 
fromFort  Lauderdale,  Fla.,  to  Boca  Raton,  will  not 
be  prosecuted  because  there  was  confusion  over  the 
payrnent^officmlssaid. 
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t-minute  tax  tip^^Jraveling  by  freighter  •  Mercedes'  new  strategy 
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llectibles 


st  one  of  these  50  Pez 
pensers  auctioned  for  $620 

movie  poster,  $198,000 
ite  Conrad's  urinal,  $660 
e-WWI  fountain  pen,  $22,000 
y  fire  engine,  $231,000 

mmage  through  your  attic, 
ese  days  all  kinds 
proletarian  items  are 
coming  collectibles. 
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ITH  ALL  DUE  RESPECT  TO 
FRENCH  HENS,  TURTLEDOVES  AND 
PARTRIDGES  JN  PEAR  TREES,  GIVE 
THIS  TO  YOUR  TRUE  LOVE. 


^L 


COGNAC 
t  k£KV  MtiWI 


champagne  c(h,s- 


REMY  MARTIN  FINE  CHAMPAGNE  COGNAC  EXCLUSIVELY  FROM  GRAPES  OF  THE  COGNAC  REGION'S  TWO  BEST  ARE/ 


REE  Special  Report 


How  to  Protect  \burself 
Vom  the  New  War  on  the  Wealthy 

President  Clinton's  new  tax  initiatives  heavily 
penalize  the  "rich",  and  it's  going  to  get  worse. 


L2 


'EALTH 
RESERVATION 
TRATEGIES 
ARRY  KAYE 


That's  why  I  would  like  to  send  you  a  FREE 
copy  of  my  valuable  special  report:  12  Wealth 
Preservation  Strategies.  Discover  how  to 
reduce  your  estate  tax  cost  up  to  90%*...  how 
to  leverage  your  IRA,  pension  or  annuities  10- 
20  times.. and  how  to  make  your  key  invest- 
ments income  and  estate  tax  free. 


Barry  Kaye:  America's  #1  expert 
on  estate  tax  cost  discounts...author 
of  Save  A  Fortune  On  Your 
Estate  Taxes  and  Die  Rich  and 
Tax  Free  ...founder  and  Chairman 
of  Creation  Centers  "America's 
Foremost  Estate  Tax  Cost  Discount 
Specialists...and  the  man  seen  and 
heard  by  millions  on  TV  shows 
like  the  Today  Show  or  at  nation- 
wide financial  conferences. 


our  estate  is  valued  at  $3  million  to  $250  million,  let 
s  issue  this  urgent  warning: 

You  are  about  to  see  the  greatest  attack  on  the  wealthy 
i  the  Roosevelt  era.  The  battlelines  have  been  drawn, 
stribution  of  the  wealth  is  the  political  rhetoric  in 
hington  today.  The  rich  will  be  penalized  heavily  to 
d"  government  programs.  For  example... 

tack  #1:  Federal  estate  taxes  will  swallow  up 
50%  or  more  of  your  net  worth. 

Federal  estate  taxes  will  continue  to  be  a  focus  for  new 
evenues.  As  I  write  this  article,  various  trial  balloons 
>eing  raised,  including  reduction  of  the  Lifetime 
Tied  Credit  (your  $600,000  exemption),  a  possible 
tase  in  the  marginal  top  bracket,  and  other  devastating 
dans. 

Today,  it's  a  FACT  Your  estate  will  owe  Uncle  Sam  55% 
ery  dollar  over  $3  million  (plus  $1,098,000  tax  on  the  ini- 
3  million).  But  in  your  FREE  Special  Report,  I'll  reveal 
you  can  fight  back  and  use  powerful  and  often  over- 
id  estate  planning  strategies  to  save  millions  of  dollars. 

You'll  learn  how  to  reduce  your  estate  tax  cost  by  up  to 
*,  passing  on  nearly  two  times  more  money  to  your 
i — income  and  estate  tax  free. 

kttack  #2:  Your  IRA  &  retirement  accounts 
will  be  wiped  out. 

Don't  be  fooled  into  believing  your  retirement 
unts  will  be  exempt.  A  $1,000,000  IRA  will  be  tragi- 
reduced  to  a  mere  $300,000  after  $350,000  in  income 
and  another  $350,000  in  estate  and  excise  taxes  after 
i.  That's  a  whopping  70%  loss! 

But  in  your  FREE  Special  Report,  you'll  discover  a 
;rful,  proven  way  to  leverage  your  IRA  10  to  20  times, 
ng  that  same  $300,000  into  $5  million,  income  and 
e  tax  free. 


[  Oiscounled  lax  cosl  based  on  current  assumptions,  other  requirements  and  a  last-to-die  lite  insurance  policy 
©  Wealth  Creation  Centers 


Attack  #3:  So-called  'tax-free1'  investments 
will  be  devastated. 

You  probably  know  that  municipal  bonds  are  income 
tax  free.  But  what  you  may  not  know  is  they  are  not  estate 
tax  free.  In  your  report,  you'll  discover  exciting  muni  bond 
alternatives  that  will  make  that  money  income  and  estate 
tax  free. 

Arm  Yourself  Against  These  Costly  Tax  Hikes 

As  author  of  Save  A  Fortune  On  Your  Estate  Taxes  and 
as  Chairman  of  Wealth  Creation  Centers,  I've  seen  the  trag- 
ic consequences  of  the  government's  55%  estate  tax  bite.  I 
also  know  you  don't  have  to  stand  by  and  watch  taxes 
destroy  everything  you've  worked  a  lifetime  to  achieve. 

You  don't  have  to  be  a  casualty  of  the  politicians'  war 
on  the  wealthy.  Call  TOLL  FREE  or  write  for  your  FREE 
Special  Report  today! 


CALL  TOLL  FREE  1-800-662-5433 

Monday  -  Friday,  8:30  -  5:30  PST 


12 


□  For  your  FREE,  No-Obligation  copy  of 
Barry  Kaye's  Special  Report:  12  Wealth 
Preservation  Strategies. 

□  For  a  FREE,  No-Obligation,  confidential 
proposal  on  saving  a  fortune  in  estate  taxes. 

Available  in  Fine  bookstores  everywhere 

"Much  useful  advice  jrom  a  man  who  has  so  much 
useful  advice  to  give. ' 

—Malcolm  S.  Forbes.  Jr.  President  &  Editor-in-Chief  Forbes  Magazine 


Wealth  Creation  Centers 

America's  Foremost  Estate  Tax  Cost  Discount  Specialists 

Barry  Kaye  Associates 

1901  Avenue  of  the  Stars, 
Suite  500  Los  Angeles,  California  90067 
1-800-662-5433  310-277-9400  FAX  310-282-0775 


msion  Seating  helps  reduce  back 
Jure,  especially  important  if  you're 
ig  the  majority  of  Americans  who 
ience  back  pain. 


Always  wear  safety  belts,  even  with  air  bjgs 
©  1TO  GM  Corp.  All  rights  reserved.  CAD] 


ADIIXAC, 


ailed  Suspension 
ng.  Standard  on  the  all- 
DeVille  by  Cadillac,  it 
like  a  shock  absorber  for 
Iriver  s  back,  isolating  you 


from  bumps.  It  helps  reduce  mile  after  mile.  It's  just 
back  pressure  and  increases  another  way  the  all-new 
circulation,    SUSPENSION  SEATING 

which  should  leave  you  less  DeVille  is  creating  a  higher 

fatigued  and  more  refreshed         standard  of  driving  comfort. 
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Welcome  to  the 
new  big-money 
world  of  junk 
collectibles — 
like  this  Pez. 
mm  149 


Daimler  needed  a  crisis 
before  it  could  shape  up. 
mm  44 


Do  you  really  want 
an  interest-free  loan 
from  the  IRS? 

58 


RIGHT: 

The  Dart  family,  and 
other  feuding  heirs, 
mm  140 


ON  THE  COVER 


149 


Collectibles 

By  Christie  Brown 
Since  there's  simply 
not  enough  good  stuff 
to  go  around,  just 
about  everything  has 
become  a  collectible. 

Daimler-Benz  44 

By  Jerry  Flint 

Worked  hard  all  mv 
life.  .  .  .  So,  oh  Lord, 
won't  you  buy  me  a 
Mercedes-Benz? 


58 


Year-End  Tax  Tips 

By  Laura  Saunders  and  Carolyn  T.  Geer 

How  to  cut  taxes  on  a  short-term 

stock  gain,  and  other  neat  tricks. 

When  Family  Feuds  Turn  Nasty  140 

By  Matthew  Schifrin  and  Sharon  Moshavi 

If  you  own  a  thriving  family  business, 

beware,  feuds  are  on  the  rise. 

Traveling  By  Freighter  250 

By  Joel  Millman 

If  you  love  the  sea  but  hate  cruise 
liners,  try  freighter  travel. 

The  Largest  Private  Companies  168 

Edited  By  Steve  Kichen  and  Tina  Russo  McCarthy 
Being  private  has  its  advantages,  even 
in  a  wild  bull  market  for  new  issues. 


MANAGEMENT/CORPORATE  STRATEGIES 


42 


Goldman,  Sachs 

By  Robert  Lenzner  and  Riva  Atlas 

Even  the  greenest  of  its  161  partners 

should  net  more  than  $5  million. 


Alumax 

By  James  R.  Norman 

A  long  bet  on  aluminum  prices. 


50 


53 


Utility  Mergers 

By  Manjeet  Knpalani 

Competition  has  come  to  the  utility 
business.  M&A  is  next. 


H&R  Block 

By  Matthew  Schifrin 
Multimedia  play. 


66 


90 


SCEcorp 

By  Paul  Klebnikov 

Can  an  electric  utility  expand  over- 
seas? Not  without  stubbing  its  toes. 

Starting  Your  Own  Business: 
Burt's  Bees  98 

By  Dana  Wechsler  Linden 

Roxanne  Quimby  lived  a  subsistence 
existence  in  central  Maine  until  she 
met  Burt  the  beekeeper. 

Starting  Tour  Own  Business: 
Marsh  Furniture  100 

By  Toni  Mack 

How  to  run  a  furniture  business  and 
change  the  world. 

Up  &  Comers: 

Taco  Cabana  106 

By  Christopher  Palmeri 

When  a  rival  restaurateur  copied  his 
concept,  Richard  Cervera  pursued 
him  all  the  way  to  the  Supreme  Court. 


Up  &  Comers: 
Xilinx  Inc. 

By  William  P.  Barrett 

Old  dog,  new  trick:  Bernard  V< 
derschmitt  was  60  when  he  started 
semiconductor  company. 

For  Sale: 

Rapazzini  Winery 

By  Nancy  Rotenier 

Long  hours,  low  return. 

Service  Merchandise 

By  William  Stern 

Emerging  from  a  fling  with  divers 
cation  happier  and  wiser. 

The  Bank  Of  New  York  3 

By  Dyan  Machan 

How  Carter  Bacot  made  it  one  of  I 
most  efficient  banks  in  the  countn 


NEC  ] 

By  Gale  Eisenstodt  and  Neil  Weinberg 

A  mighty  computer  company  mirr 

the  problems  of  Japan  itself. 
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Maybe  the  world  real  estate  tu 
around  is  still  in  its  early  stages. 

Wall  Street  Abhors  A  Vacuum 

By  Toni  Mack 

What  do  oilmen  do  when  they've  { 
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Insurance: 

The  Case  Of  The  Bum  Agent 

By  Carolyn  T.  Geer 

Are  you  covered  if  he  embezzles  yc 
premium  payment?  Two  precautio 
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PERSONAL  AFFAIRS 


Every  day 

someone 

calls  us  f  rorr 

inside  a 

nightmare. 


Products  and  services  provided  by  subsidiaries  of  CIGNA  Corporation. 


hurricane.  A  burst  pipe. 


A  bad  back.  A  baby  born  too 
early.  A  check  that  arrives 
too  late.  There  are  all  sorts 
of  nightmares  out  there. 
And  none  of  them  are  small  if  they  happen  to  you.  At  CIGNA,  caring  about  the 
things  that  affect  our  customers  is  our  business.  To  us  that  means  not  merely  using 
skill  and  compassion  when  helping  people  deal  with  disasters,  emergencies 
and  everyday  problems.  But  working  to  prevent  them  in  the  first  place.  In 
healthcare,  we  have  programs  that  identify  high-risk  pregnancies  early,  increasing 
the  chances  for  a  healthy,  full-term  baby.  We  provide  loss  control  programs  that 
identify  hazards  on  the  job  and  help  reduce  serious  accidents.  We  help  people 
avoid  the  nightmare  of  outliving  their  assets.  With  retirement  plans  that  make 
it  easy  for  people  to  save.  And  easy  for  companies  to  help  them.  And  we  have 
hundreds  of  people  whose  only  job  is  to  prevent  nightmares  like  the  one  you 
see  above.  We're  not  saying  we're  perfect.  But,  if  you  ever  have  a  nightmare, 
we  hope  the  people  you  call  are  people  who  are  not  just  committed 
to  caring.  But  to  getting  a  little  bit  better  at  it  each  and  every  day. 

Cigna 

A  Business  of  Caring. 

Property  &  Casualty     Group  Insurance     Retirement  &  Investment       Reinsurance        Reinsurance      Individual     International  International 

Life* Accident -Disability       Investment  Services      Management      lifc* Accident -Health      Propertv  &  Casualty       Insurance        Property  &  Casualty      life     Employee  Benefits 


Forbes 


EACH 

REFERENCE  IS  TO 
THE  FIRST  PAGE 
OF  THE  STORY  IN 
WHICH  THE 
COMPANY  NAME 
APPEARS. 


Accurate  Research,  248 
Acme  Insurance,  78 
Actel,  114 

Advanced  Micro  Devices,  1  14 

AEA  Investors,  14 

Airbus  Industrie,  44 

Akzo,  39 

Alcoa,  50 

Alexander's,  46 

Altera,  114 

Alumax,  50 

Amax,  50 

Amerada  Hess,  266 

Amerco,  168 

America  Online,  66 

American  Standard,  168 

Amoco,  48 

Andersen,  194 

Apache,  266 

Asiatic  Development,  46 

AT&T,  66,  130,  238,  242,  260 

Athena  Funds,  149 

Autoweek,  44 

Aztec  Mining,  50 


B  A  T  Industries,  272 
Baccarat,  149 
Bank  Line,  250 
Bank  of  New  York,  164 
BankAmerica,  164 
Bankers  Trust,  42 
BASF,  39 

Battelle  Memorial  Institute,  168 

L.L.  Bean,  98 

Bear  Stearns,  25,  42 

Becker,  58 

Belk's,  140 

Bell  Atlantic,  66,  244 

■fl  Subscriptions:  U.S.A.  one  year  (27 
issues),  $54.  Canada,  one  year,  $95 
Canadian  funds  (includes  GST).  All  others 
$125,  U.S.  funds.  Air  Mail  rates  available 
upon  request.  Forbes  Subscriber  Service: 
To  order,  change  address  or  other 
customer  service,  call  1-800  888-9896  or 
write  Forbes,  P.O.  Box  10048,  Des 
Moines,  IA  50340-0048. 

aoa   Forbes  does  not  supply  back  issues  or 

copies  of  individual  articles.  Requests  for 
permission  to  reprint  should  be  sent  to  the 
Permissions  and  Reprints  Department  at 
Forbes.  Forbes  is  indexed  in  major  periodical 
indexes  and  can  be  located  in  bound  copy 
or  microform  in  major  libraries.  The  full  text 
is  available  electronically  on  major 
database  systems. 

Where  necessary,  permission  is  granted  by 
the  copyright  owner  for  those  registered 
with  the  Copyright  Clearance  Center 
(CCC),  27  Congress  St.,  Salem,  MA.  01970 
to  photocopy  articles  owned  bv  Forbes  for 
a  flat  fee  of  $1 .50  per  copy  per  article.  Send 
payment  to  the  CCC  stating  the  ISSN 
(0015  6914),  volume  and  first  and  last  page 
number  of  each  article  copied.  Copying 
for  other  than  personal  use  or  internal 
reference,  or  of  articles  or  columns  not 
owned  by  Forbes  without  express  permission 
of  Forbes  or  the  copyright  ow  ner  is 
expressly  prohibited. 


Bergdorf  Goodman  (General  Cinema),  98 

Bergen  Line,  250 

Best  Products,  144 

Biotage,  268 

BMW,  39,  44 

Bombardier,  258 

Bond  Buyer,  264 

Bonhams  Auction  House,  149 

Brinker  International,  232 

Bristol-Myers  Squibb,  272 

Burlington  Resources,  48,  266 

Burt's  Bees,  98 

BusyBody,  252 


C-Tec,  280 

Cabletron  Systems,  114 
(  antor  Fitzgerald,  22 
Cargill,  168 
Carlson,  22,  140,  168 
Carolyn's  Cruises,  250 
Catalyst  Communications,  244 
Caterair,  206 
Centerior  Energy,  53 
Central  &  South  West,  53 
Central  Fidelity,  274 
Central  Maine  Power,  53 
Cessna,  258 

Chelsea  CCA  Realty,  46 
Chemical  Banking,  164 
Chestnut  Hill  Financial  Croup,  58 
Chevron,  266 
Chiron,  268 

Christian  Broadcasting  Network,  258 

Christie's  International,  10,  149 

Chrysler,  44 

Chuck  E.  Cheese's,  106 

Cincinnati  Gas  &  Electric,  53 

Circle  Investors,  256 

Circus  Circus  Enterprises,  235 

Citicorp,  76 

Citizens  Federal  Bank,  21 
Clayton  Tribune,  86 
Clichy,  149 

Club  Corp  International,  20 

CNN  (Turner  Broadcasting  System),  252 

Cognex,  246 

Colgate-Palmolive,  42 

Collins  &  Aikman,  186 

Comic  Investor's  Insight,  149 

Compaq  Computer,  130 

Compression  Labs,  238,  242 

Consolidated  Edison,  53 

Continental  Airlines  Holdings,  168 

Continental  Cablevision,  168 

Continental  Homes,  46 

Control  Data,  66 

Copley  Properties,  276 

Corel,  246 

Cox  Communications,  244 
Cray  Research,  14 
Creative  Technology,  242 
Cruise  People,  250 


Daimler-Benz,  39,  44 
Dainippon,  39 
Dart  Container,  140 
Dart  Group,  140 
Dean  &  DeLuca,  98 
Dean  Witter,  39,  235 
Edward  DeBartolo,  46 
Dekalb  Energy,  266 
Deutsche  Aerospace,  44 
Devon  Energy,  48 
Digital  Equipment,  14,  130 
Walt  Disney,  149,  235,  263 
Dolby  Laboratories,  244 
Donaldson,  Lufkin  &  Jenrette 

(Equitable),  53,  252 
Dornier,  44 
Duke  Power,  53,  90 
Dunn's  Exercise  America,  252 


Eastern  American  F,ncrgy,  48 
Echlin,  280 

Edison  F^lectric  Institute,  53 
Ehrenkra'ntz  King  Nussbaum,  263 
Electronics  for  Imaging,  246 
E|f  Aquitaine,  266 
Encyclopaedia  Britannica,  168 
Enron  Oil  tk  Cas,  266 
Entergy,  53 
EON,  244 

Evergreen  Fund  group,  46 
Excel  Realty  Trust,  276 
Exxon,  114,  266 


Factory  Stores  of  America,  46 

Federal  Express,  168 

Fidelity  Investments  (FMR),  168,  263 

Filene's,  283 

First  Union  Bank,  46 

Fitness  Experience,  252 

Fokker,  44 

Ford  Motor,  44,  86 

Fordyce  Croup,  22 

Formosa  Plastics,  39 

Forstmann-Leff  Associates,  1 44 

Fort  Howard,  168 

Freighter  World  Cruises,  250 

Fuddruckers,  106 

Fuji  Heavy  Industries,  39 

Fuji  Securities,  40 

FX  Concepts,  256 


Gabelli  Funds,  280 

Gallo,  140 

Gartner  Group,  238 

Gateway  2000,  168 

GE,  114,  130,  260 

General  Foods,  256 

General  Motors,  14,  22,  44,  76,  86, 

158,  274,  280 
Gensia  Pharmaceuticals,  268 
Georgia-Pacific,  280 
Gillett  Holdings,  168 
Global  Marine,  266 
Golden  Bear  International,  20 
Goldman,  Sachs,  14,  42,  53,  140,  280 
Goldstar,  244 

Goodyear  Tire  &  Rubber,  14 

Goya  Foods,  140 

Grand  Union,  168 

Grant  Thornton,  58 

Grant's  Interest  Rate  Obseii'er,  76 

Cuardian  Investor  Services,  275 

Guess?,  149,  168 

Gulf  States  Toyota,  198 

Gulf  States  Utilities,  53 

Gvm  Source,  252 


H&Q  Healthcare  Investors,  268 

H&Q  Life  Sciences  Investors,  268 

H&R  Block,  66 

Halliburton,  266 

Hambrecht  &  Quist,  114,  268 

Hanes,  46 

Hanson,  272 

HarperCollins  (  News  Corp),  256 

Hewlett  Packard,  66 

Hitachi,  39 

Honda  Motor,  39 

Hnlbert  Financial  Digest,  275 

enw  i 

IBM,  130,  210 
Ideo,  130 

Idexx  Laboratories,  268 
Integrated  Resources,  258 
Intel,  130,  238,  242,  274 
Interim  Services,  66 

International  Familv  Entertainment,  25S 


8 


Forbes  ■  December 


Enterprises,  53 


flB  J 

blov,  250 

imilv  Enterprises,  198 
\al  of  Spinal  Disorders,  248 

>m  k 

|a-Haus,  46 
i  Sekivva,  46 

s  City  Power  &  Light,  53 
>m,  244 
|  126 

:r,  Peabody  (GE),244 
Kiewit  Sons',  168,  280 
:>  Realty,  276 

r  Perkins  Caufield  &  Byers,  1 14 
ta,  86 

Industries,  140 
mi,  20 

G  Peat  Marwick,  66 


encga  Travel  Services,  235 
%  248 

Lauder,  170 
it  (Bombardier),  258 
nerc,  192 

eft  Business  Observer,  76 
an  Brothers,  14 
Itrauss.  168,  202 
ark  International,  210 
-y  Media,  244,  258 
r,46 
'8 

echnologies,  158 
Island  Lighting,  53 

■1  M 

Ian  Holding,  46 
Macy,98 

>on  Gas  &  Electric,  53 
gnin(RH.  Macy),98 
as,  149 

>n  Merrell  Dow,  272 
z,  140 
ot,  206 
Furniture,  100 
nd,  274 
rCard,  66 

thur/Glen  Realty,  46 
jnald's,  10,  106^  232 
66 

A  Software,  66 
General,  280 
n  Bank,  66 
11  Lynch,  42,  271 
rschniitt,  44 

i  Grand,  235 

ii  Herald,  250 
■soft,  42,  66,  238, 
esota  Power,  53 
;e  Resorts,  235 
bishi,  39,  244 
,266 

gomcry  Securities, 
gomery  Ward,  168 
lorgan,  46,  164 
n  Kccgan,  144 
an  Stanley  Group,  42,  252 
ngstar,  275 
ola,  130 

il  Casualty  Insurance,  22 


244 


106 


I 


N 


li .  11.1 1  Ci\  psuni,  42 
final  Life  of  Vermont,  14(1 
MnsBank,  264 
ll(GE),  235 

I  30 

IlKngland  Electric  Svstem,  53 
UTork,  98 


News  Corp,  244 
Newsiveek,  184 
Nextel,  274 
Nintendo,  20,  130 
Nipsco  Industries,  53,  90 
Nokia  Cellular  Systems,  1 14 
Northern  Trust,  250 
Northland  Cranberries,  256 
Northwestern  Mutual  Life,  78 


Occidental  Petroleum,  78 
Ocean  Spray  Cranberries,  256 
Odebrecht,  14 
Odyssey  Auctions,  149 
Oki  Electric,  39 
Oklahoma  Gas  &  Electric,  53 
Omega  Advisors,  280 
Oppcnhcimcr,  268 
Ottawa  Senators,  2 1 


Pacific  Electric  Railway,  283 
PacifiCorp,  53 
PaineWebber,  48 
Pantin,  149 

Paramount  Communications,  280 
Patek  Philippe,  149 
Pella,  194 

Pennsylvania  Power  &  Light,  53 
PepsiCo,  106 

Petroleum  &  Resources  Corp  fund,  266 

Philip  Morris,  263,  272 

Phillips-Van  Heusen,  46 

Phoenix  Assurance,  78 

PictureTel,  238,  242 

Piper  Aircraft,  22 

Pittway,  280 

Playboy,  149,  184 

Plus  One  Fitness  Clinics,  252 

Post  Properties,  46 

Potomac  Electric,  53 

Primerica,  48 

Prince  &  Associates,  140 

Prodigy  Services 

(IBM;  Sears,  Roebuck),  66 
Property  Trust  of  America,  46 
Providence  Journal,  244 
Prudential,  271 
PSI  Resources,  53 
Public  Service  of  New  Mexico,  53 
Publi.x  Super  Markets,  168 
G.P.  Putnam's  Sons,  26 

maam  q,  r 

Quad/Graphics,  184 
Queens  Moat,  46 
Rapazzini  Winery,  1 18 
Revlon  Group  ( MacAndrews 

8c  Forbes  Group),  98 
Rolex,  149 
Rowan,  266 
Running  Press,  149 


Salomon,  42,  280 
San  Diego  Gas  8c  Electric,  90 
Santa  Anita,  276 
SCEcorp,  90 

Schwan's  Sales  Enterprises,  168 

Scitex,  246 

Sears,  Roebuck,  86 

Sega  Enterprises,  20 

Service  Merchandise,  144 

Shaman  Pharmaceutical,  268 

Shangri-la  Asia,  46 

Tin-  Sharper  Image,  30 

Silicon  Graphics,  242 

Simon  Property  Group,  46 

Skopbank,  86 

Smith  Barney  Shearson 

(Primerica),  46,  271,  275 
Sotheby's  Holdings,  10,  149 
Southern,  90 


Southern  Indiana  Gas  &  Electric,  53 
Southern  Pacific,  260 
Southwestern  Life  Insurance,  78 
Southwestern  Public  Service,  53 
Spine,  248 

Sports  Illustrated,  184 

Sprint,  260 

SsangYong  Motor,  44 

St.  Louis,  149 

Standard  Federal  Bank,  274 

Starlight  Networks,  242 

StarSight  Telecast,  244 

State  Farm  Fire  8c  Casualty,  283 

State  Farm  Insurance,  78 

Sullivan  &  Worcester,  58 

Sumitomo  Bank,  42 

Sun  Microsystems,  14,  238,  242 

SuperGuide,  244 

Supermarkets  General,  168 

Swatch,  149 

SynOptics  Communications,  1 14 


Tachihi  Enterprise,  46 

Taco  Cabana,  106 

Talisman  Energy,  266 

Tanger  Factory  Outlet  Centers,  46 

Taubman  Centers,  46 

Telecom  General,  244 

Tele-Communications,  244 

Teledyne,  260 

Terrace  Investments,  2 1 

Texas  Instruments,  114 

Tiffany,  149 

Times  Mirror,  244 

TNP  Enterprises,  53 

Torch  Energy  Advisors,  48 

Total,  266 

Town  &  Country  Trust,  276 
Toyota  Motor,  39,  198,  258 
Transamerica  Occidental 

Life  Insurance,  22 
TravLtips,  250 
TV  Guide,  244 
Two  Pesos,  106 

u,  V 

U.S.  Trust,  140 
UBS  Securities,  164 
United  Illuminating,  53 
United  Insurance,  86 
United  Parcel  Service,  168 
United  Video,  244 
Unocal,  266 
Upjohn,  248 

Urban  Shopping  Centers,  276 
USG,  42 

UtiliCorp  United,  53 
Value  Line,  275 

Van  Dyck  Cruises  &  Tours,  250 
Vanguard  Group,  266 
Viacom,  244 
Visa  International,  66 
VTEL,  242 

W,  X,  z 

Wang  Laboratories,  280 
Water  Chef,  260 
Wendy's  International,  232 
Western  Electric,  130 
Weyerhaeuser,  280 
Wharf  Holdings,  280 
Whittakcr,  90  " 
Willamette  Industries,  280 
Williams,  48 
Woolworth,  76 
Xilinx,  1 14 
Zale,  280 
ZeiglerCoal,  178 
Zenith  Electronics,  244 
Zia,  100 
Zona,  98 


>es  ■  December  6,  1993 


mm  » 


i>es 


■saa  Editor 

JAMES  W.  MICHAELS 
■Ml  Managing  Editor 

LAWRENCE  MINARD 
■mm    Executive  Editor 

WILLIAM  BALDWIN 

Assistant  Managing  Editors: 

Howard  Banks,  Jean  A.  Briggs, 

Subrata  N.  Chakravarty,  Stewart  Pinkerton 

Art  Director:  Everett  Halvorsen 

Senior  Editors:  Tin  His  Berman,  Peter  Brimclow, 

William  G.  Flanagan,  Jerry  Flint,  Betty  Franklin,  Lisa  Gubernick, 

Thomas  J.ille,  Steve  Kichen,  Robert  Lenzner,  Joshua  Levine, 

Dana  Wechsler  1  inden,  Marlene  Mandel,  Fleming  Meeks, 

James  R.  Norman,  Howard  Rudnitsky,  Laura  Saunders, 

Matthew  Schifrin,  Harold  Seneker,  Merrill  Vaughn,  Jason  Zweig 

Contributing  Editors:  Norm  Alster,  Wiliiam  P.  Barrett, 

George  Gilder,  Richard  C.  Morais,  Richard  Phalon, 

Dero  A.  Saunders,  Jeffrey  Young 

Associate  Editors:  Dolores  Aksel,  Christie  Brown, 

David  C.  Churbuck,  David  Frum,  John  R.  Hayes, 

Rita  Kosclka,  Dolores  A.  Lataniotis,  Seth  Lubove,  Dyan  Machan, 

Joel  Millman,  Suzanne  Oliver,  Leslie  Spencer 

Staff  Writers:  Graham  Button,  Amy  Feldman, 

( Carolyn  I  Geer,  Man  Beth  tinner,  Eric  S.  Hardy, 

Nikhil  Hutheesing,  Paul  Klebnikov,  Randall  Lane, 

Brigid  McMenamin,  Katarzyna  Wandycz 

Reporters:  Manjeet  Kripalani,  Deputy  Chief;  Alexandra  Alger, 

Riva  Atlas,  Mare  E.  Babej,  Kyle  T.  Blood,  Kate  Bohner, 

Jody  Brennan,  James  M.  Clash,  Vieki  Contavespi, 

Carol  M.  Cropper,  Toddi  Gutner,  William  Heuslein, 

Robert  La  Franco,  Philippe  Mao,  Warren  Midgett, 

Sharon  Moshavi,  Zina  Moukheiber,  Nancy  Rotenier, 

Michael  Schuman,  Maura  Smith,  Neil  Weinberg,  Frank  Wolfe 

Washington  Bureau:  Janet  Novack,  Cristina  von  Zeppelin 

West  Coast:  Damon  Darlin,  Manager, 

Julie  Pitta,  Nina  Munk,  Fllie  Winninghoff 

Midwest:  Gary  Slutsker,  Manager; 

Marcia  Berss,  William  Stern 

Southwest:  ( Christopher  Palmeri,  Manager; 

Toni  Mack,  R.  Lee  Sullivan 

Europe:  Peter  Fuhrman,  Manager 

Pacific:  Andrew  Tanzer,  Manager  (  Hong  Kong); 

Gale  Eisenstodt,  Manager;  Ka/umi  Miyazawa  (Tokyo) 

Columnists:  David  Dreman,  Kenneth  L.  Fisher, 

Joseph  R.  Garber,  Mark  Hulbert,  Michael  Novak, 

A.  Gary  Shilling,  Thomas  Sowell,  Ben  Weberman 
Art  Department:  Roger  Zapke,  Deputy  Art  Director; 
Ronda  Kass,  Robert  Mansfield,  Andrew  Christie, 
Associate  Art  Directors;  Alexandra  Gregson, 
Samantha  Hoyt,  Meredith  Nicholson,  Photo  F.ditors; 
Regina  Flanagan,  Picture  Research 

Statistics:  Donald  F  Popp,  Editor;  Ann  C.  Anderson,  Senior 
Editor;  Scott  DeCarlo,  Tina  Russo  McCarthy,  Steven  Ramos, 
Gilbert  Steedlev,  Susan  Wong,  Associate  Editors;  Mitchcl  Rand, 
Senior  Programmer;  John  Chamberlain,  John  Moschetto, 
Programmers;  Eileen  Henderson,  Gustavo  Lombo, 
Shlomo  Z.  Reifman,  Robert  Rosenstein,  Susan  Vu, 
Brian  Zajac,  Researchers 

Copy  Desk:  lolm  D'Antonio,  Deborah  Markson-Katz, 

Hugo  Moreno,  Gilda  Roberts,  James  Shaheen;  Karl  Shmavonian 

Proofreaders:  Dolores  Guilhot,  Chief; 

Arthur  Abramowitz,  David  J.  Fleischmann,  Deputies; 

Susan  R.  Goldberg,  lames  Neu,  Aurora  Northland,  Eve  Sorel 

Director  of  Information  Services:  Anne  P.  Mint/ 

Information  Center:  ( lynthia  Crystal,  Clarita  Jones, 

Naomi  Prail,  Irene  Richards,  Linda  Stinson,  Velma  Van  Voris, 

Information  Specialists;  Luis  Collazo  Jr.,  Jaculine  Daniel, 

Michael  DeVonish,  (Jueenie  Flake,  Michael  Smith,  Staff 

Director  of  Manufacturing  and  Production:  John  J.  Romeo; 

Robert  M.  Rosengarten,  Edward  B.  Morgan,  Peter  I.  Pallans; 

Donald  Althoff,  Peter  AlthofF,  Robert  E.  Crawford, 

Joseph  DeGray,  Linda  Byron  Glucksman,  Amjad  N.  Qureshi 

Director  of  Photocomposition:  James  Cianclli; 

Mark  Decker,  Arthur  Petz  III,  Richard  Nobile, 

Bill  Basham;  Paul  Caruso,  Tom  Shatinsky,  )ohn  Sleight 

Director  of  Editorial  Information:  Raymond  F.  Healey  It 

mm  FOUNDED  IN  1917 

B.  C.  FORBES.  Editor-in-Chief  ( 1917-1954) 
MALCOLM  S.  FORBES,  Editor-in-Chief  ( 1954  1990) 

mm  PAID  CIRCULATION 
OVER  765,000 

Pruned  in  U.S.A. 


Let  the  snobs  cringe  . . . 

Anything  that's  big  business  is  grist  for  the  % 
Forbes  mill,  and  collectibles  are  big  business 
these  days.  How  big?  We're  pretty  good  at 
extrapolating  figures,  but  we  can  only  stab  at  | 
this  one.  Between  them,  Sotheby's  and  Chris- 
tie's will  auction  off  about  $1  billion  worth  of 
high-quality  stuff  this  year,  but  the  big  auction 
houses  are  only  the  glittering  tip  of  a  huge, 
nationwide  iceberg,  most  of  which  is  under- 
ground— to  the  regret  of  the  IRS.  We  believe  the 
two  big  auction  houses  account  for  maybe  10%  of  wiuwunenc 
lavish  annually  on  collectibles;  swap  meets,  mom-and-pop  shoj 
flea  markets  are  where  the  plebeian  action  is.  So  figure  the  colic 
ibles  industry  at  $10  billion — real  money. 

Maybe  it's  the  influence  of  deconstructionism,  maybe  it's  derm 
racy,  maybe  it's  just  affluence,  but  collectibles  no  longer  need 
either  beautiful  or  truly  rare  as  in  the  past.  Says  our  collectibles  edil 
Christie  Brown,  "The  recent  sale  of  the  Thurn  und  Taxis  estates 
described  to  me  as  the  perfect  auction  for  now:  a  lot  of  junk  w 
great  provenance.  It  had  everything  from  copper  pots  and  pans 
jewelry,  and  the  sale  made  $19  million,  double  the  estimate.  Ped 
just  wanted  something — anything — that  had  belonged  to  tra 
gossip  sheet  personalities."  Cezanne  and  Picasso  may  make  j 
headlines,  but  comic  book  covers,  Pez  dispensers  and  celebriti 
nightgowns  are  where  the  mass  action  is. 

Vulgar?  No,  just  fun,  says  Brown:  "I've  seen  fine  arts  collect 
cringe  when  someone  said  their  painting  has  too  much  green  fori 
artist's  yellow  period  or  it  was  made  a  year  too  late.  People  are  fed 
with  that  snobbishness.  The  current  crazes  infuriate  a  lot  of  old-ti 
dealers  who  gripe  that  collectors  are  getting  dumber.  Dumber 
not,  they're  having  a  ball  buying  stuff  they  genuinely  love.  As  for 
snobs,  one  of  them  was  going  on  with  me  about  how  disgustin] 
was,  the  junk  some  people  were  collecting.  A  little  later  she  let  ( 
that  she  was  keeping  the  Aladdin  cups  her  kids  get  at  McDonak 
they  might  be  valuable  some  day." 

So,  let  the  critics  cringe.  Spacecraft  urinals,  anyone?  Turn 
page  149. 

Bringing  private  companies  public 

IN  THESE  DAYS  OF  COMPUTERIZED  DATABANKS  just  about  anyone  W 

a  good  PC  can  garner  all  kinds  of  information  about  publicly  owrj 
companies.  Private  companies,  not  subject  to  the  same  disclosi 
requirements,  are  a  much  tougher  nut.  That's  why  Tina  Ru 
McCarthy  has  such  a  daunting  job.  She  has  supervised  our  ann 
compilation  of  the  U.S.'  400  largest  private  companies  since 
inception  in  1985,  maintaining  our  private  company  databa 
sending  questionnaires,  assigning  research  and  reporting  projej 
and  preparing  a  preliminary  list  of 800  companies.  Steve  Kichen,  w 
is  in  charge  of  all  our  statistical  operations,  marvels:  "I  honestly  do| 
know  where  Tina  gets  the  energy  and  stamina  to  run  this  project 
The  impressive  results  start  on. page  168.  Russo  McCarthy  was  a| 
assisted  this  year  by  Shlomo  Reifman,  Robert  Rosenstein  a 
Susan  Yu. 
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The  Titanium  Chronograph 
$  4995.- 

Suggested  retail  price 


7116  $°5 ?00^atCh  The  World-Time  Watch 

Suggested  retail  price  $  ^.j- '. 

Suggested  retail  price 


Porsche  Design  please  call  (800)  521  -51 52 
For  further  information  and  a  complete  color  catalog,  please  call  (800)  432-9330. 


There's  only  one 

answer  to  the 

debit  question. 

And  here  they  are. 


They  are  two  parts  of  what  is  without  question  a  most  complete 


debit  program:  Maestro®  from  MasterCard®  The  program  is  so  well 


conceived,  it  lets  you  get  into  the  debit  business  on-line.  Or  off-line. 


Or  both.  Since  it's  already  been  integrated  globally,  it  allows  you  to 


First  National 
Cash  Card 


5412  3(m  S340 


PAT  UPPEHI 


keep  up  with  debit  as  it  evolves  ~  wherever  or 


whenever  it  evolves.  And,  as  an  enhancement 


to  your  institution's  cash  card,  Maestro  from 


MasterCard  helps  reinforce  your  strongest  tie  to  your  customers: 


their  deposit  account.  Which  in  part  makes  it  everything  you'll 


need  today,  and  could  want  tomorrow.  In  debit,  at  least.  Maestro 


\from  MasterCard.  It's  more  than  a  cash  card.  It's  smart  money" 
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Sick  man's  relapse 

A  FEW  MONTHS  AGO  FORBES  was  skep 

rical  about  the  economic  prospects  of 
Brazil,  a  country  with  35%  of"  Latin 
America's  output  of  goods  and  ser- 
vices — and  more  than  LOO  million 
impoverished  citizens,  some  two- 
thirds  of  its  total.  Despite  an  official 
policy  meant  to  spur  private  enter- 
prise, an  unholy  alliance  of  trade 


Construction 
tycoon  Emilio  Alves 
Odebrecht 
Did  he  push  the 
patronage  enve- 
lope too  far? 


unions,  bureaucrats  and  patronage- 
loving  politicians  too  often  conspired 
to  frustrate  the  policy  (Sept.  13). 

Now  the  sick  man  of  Latin  America 
finds  itself  enmeshed  in  a  scandalous 
tale  of  bribery  and  kickbacks  on  state 
construction  projects. 

It  began  in  October,  when  Jose 
Carlos  Alves  dos  Santos,  a  former 
director  of  Brazil's  federal  budget  of- 
fice, was  arrested  after  police  found  a 
reported  $2  million  in  cash  hidden  in 
his  Brasilia  home,  $300,000  in  a  safe- 
ty deposit  box  and  almost  $500,000 
in  overseas  bank  accounts. 

Once  in  custody,  Santos  implicated 
dozens  of  congressmen  in  a  kickback 
scheme  involving  billion-dollar  pub- 
lic w  orks  projects.  The  scandal  led  to 
the  resignation  of  a  cabinet  minister 
and  a  probe  of  23  contractors.  Among 
them:  billionaire  families  Camargo, 
Almeida,  Andrade  and  Odebrecht. 

Earlier  this  year  Forbes  described 
Odebrecht  SA.  as  a  company  that 
"excelled  in  Brazil's  rough-and-tum- 
ble patronage  game"  (May  24).  Soon 
after,  Finance  Minister  Eliseu  Re- 
sende  resigned  after  admitting  he  had 
accepted  gratuities  from  the  contrac- 
tor at  a  time  when  Odebrecht  was 
seeking  Central  Bank  financing  for  a 
job  in  Peru.  -Joel  Millman 

Crunch  time 

Cray  Research,  Inc.,  the  leading 
manufacturer  of  supercomputers, 
took  some  serious  lumps  in  the  late 
1980s  as  competition  intensified  and 
users  began  switching  to  smaller  ma- 
chines that  offered  more  bang  for  the 
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buck.  From  a  high  of  135%  in  lj 
Cray's  stock  had  dropped  to  an 
41  in  late  1991.  But  Forbes  tho 
the  worst  was  over  for  the  Es 
Minn,  company.  One  reason  fo 
optimism:  the  $2  billion  High 
formance  Computing  Act,  a  bill 
seemed  likely  to  double  super 
puter  budgets  of  key  Cray  custd 
like  NASA,  the  National  Science  F 
dation  and  the  Department  of  Ei 
(Nov.  11,  1991). 

We  weren't  skeptical  end 
Turns  out  the  legislation  hasn't  i 
much  to  offset  declines  in  defl 
related  sales.  Sales  to  U.S.  goi 
merit  agencies  dropped  to  $247 
lion  last  year,  or  3 1  %  of  total  revel 
from  $282  million,  or  35%  of 
nues,  in  1990. 

Last  year  Cray's  overall 
dropped  8%,  to  $798  million,  as  I 
ket  pressure  for  better  price  pe 
mance  triggered  discounts.  Ext 
ing  a  $43  million  restructx 
charge,  net  margins  were  2.3%,  v< 
13.1%  in  1991. 

Now  Cray  is  expanding  its  pro! 
line.  It  has  just  rolled  out  its 
massively  parallel  supercompu 
Unlike  conventional  superc 
puters,  which  rely  on  extremely 
but  expensive  processors,  these 
chines  link  less  expensive  proce: 
together  in  a  single  system.  Base< 
Digital  Equipment's  new  Alpha  c 
Cray's  new  parallel  machines,  w 
start  at  $2  million,  can  be  scaled 
from  32  to  handle  as  many  as  2. 
processors.  Cray  also  has  introdufl 
multiprocessor  computer  based 
Sun  Microsystems  Inc.'s  mi 
processor,  with  svstem  base  p 
starting  under  $400,000. 

Hopes  for  the  new  machines  \ 
helped  lift  Cray's  stock  to  a  re 
26%  from  a  52 -week  low  of  2 
Chief  Executive  John  Carlson  is  1« 
ing  for  a  10%  revenue  gain  next  y 

"We  have  to  find  ways  to  take 
technology  that  we  have  years  ol 
perience  with  in  the  scientific  mat 
place  into  the  commercial  mat 
place,"  says  Carlson. 


Slippery  tile 

In  its  biggest  deal  ever,  aea  In 
tors,  a  group  that  includes  for 
General  Motors  boss  Roger  Sn 
and  Henry  Kissinger,  bought  ] 
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ercedes-Benz  introduces 


another  safe,  roomy, 
powerful,  technologically 
innovative  automobile. 


So  what  else  is  new? 


introducing  a 
whole  new  class 

of  cars  from 
Mercedes-Benz. 


Introducing  the  C-Class,  an  entire- 
ly new  class  of  automobiles  from 
Mercedes-Benz,  with  a  starting 
price  of  $29,900* 

And  in  case  there's  any  confu- 
sion, that's  the  price,  not  the  down- 
payment. 

Yet  with  the  exception  of  price, 
the  C-Class  is  everything  you'd 
expect  from  a  Mercedes.  The  fact 
is,  when  we  built  the  C-Class,  you 
might  say  we  borrowed  shameless- 


ly  from  some  other  cars.  Our  own. 

You  see,  the  new  C-Class  em- 
bodies the  attributes  and  technolo- 
gy which  define  Mercedes-Benz 
cars.  There's  a  Supplemental 
Restraint  System  that  combines 
driver  and  passenger-side  air  bags 
with  automatic  seat  belt  tensioners 
and  padded  knee  bolsters,  four 
wheel  antilock  disc  brakes  and  our 
unique  five-link  rear  suspension. 

Every  C-Class  car  comes  with 
standard  luxuries  that  are  any- 
thing but  standard  for  cars  at  this 
price.  There's  automatic  climate 
control,  a  10-way  electri- 


cally  adjustable  drivei 

zebrano  wood  trim  and  an 
er  sound  system.  And 
fooled  by  its  price,  the  C-C 
small  Mercedes.  There's 
headroom  for  five  6' 2"  ad' 
anyone  taller,  there's  ah 
standard  sunroof.) 

Following  our  leader,  th 
the-line  S-Class,  the  C-Cla 
double  wishbone  front  sus 
air  conditioning  free  oi 


'MSRP  for  a  Ll'O  excludes  $475  transportation  charge,  all  taxes,  title/documentary  fees,  registration,  tags,  dealer  prep  charges,  insurance,  optional  equipment,  cenif 
pliance  or  noncompliance  fees,  and  finance  charges.  Prices  may  vary  by  dealer.  C220  shown,  at  MSRP  of  $30,320.  Includes  rear  head  restraints.  Base  MSRP  for  a  C28C 
Air  bags  are  supplemental  restraints.  Please  always  wear  your  seat  belt.  ©1993  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.J.,  Member  of  the  Daimler-Benz  Ot 


CFCs  and  state-of-the-  j 
facturing  methods  that 
meticulously  checking 
ances  of  each  and  every 
1.  And  though  the  C-Class 
:s  some  styling  cues  with 

us,  its  sleek,  aerodynamic 
unquestionably  unique. 
Class  has  also  set  some 

dards  for  Mercedes-Benz, 
s,  for  instance,  undergo  a 
if  computer  simulations 


and  a  crash  test  program  beyond 
that  of  any  Mercedes  ever  before. 

Both  the  C220  with  its  2.2-liter, 
4-cylinder  engine  and  the  C280 
with  a  2.8-liter  6-cylinder,  use 
advanced  technology  to  produce 
exceptional  torque  not  just  at  high 
rpm,  but  at  low  and  mid  rpm 
where  you  need  it  most.  And  a 
sophisticated  computer  system 
continuously  coordinates  func- 
tions like  air/fuel  mixture  and 


valve  timing  improving  perfor- 
mance, fuel  economy  and  reducing 
emissions. 

Of  course,  for  Mercedes-Benz  to 
build  a  car  this  incredible  is  pretty 
much  to  be  expected.  But  to  do  it 
for  $29,900,*  now  that's  a  feat  of 
engineering. 

For  additional  information,  call 
1-800-964-6153. 


The  New  C-Class 
Starting  at  $29,900 


:9,900 


Did  You  Pay  Your  Broker 
$100  This  Year  For  Your 
Asset  Management  Account? 

Make  1994  The  Year  You  Switch  To  The 
No-Fee  Fidelity  Ultra  Service  Account 

Why  Keep  Paying  More  Than  You  Need  To? 

Many  full-cost  brokers  are  adding  a  variety  of  new 
account  fees  on  top  of  their  high  commissions.  So  why 
would  you  pay  an  extra  $  100  a  year  for  an  asset  manage- 
ment account? 

Now,  you  don't  have  to.  With  the  no-fee  Ultra  Service 
Account  from  Fidelity  Investments,  you  get  all  the  tools  you 
need  for  effective  financial  management  -  a  wide  range  of 
investment  choices,  an  easy-to-follow  consolidated  state- 
ment, checkwriting  and  much  more  -  all  without  an 
annual  fee. 

Now,  hivestWith  Your  Favorite  Fund 

Companies  Through  Fidelity's  FundsNetwork® 

Fidelity  has  joined  together  with  many  of  the  nation's  best- 
known  fund  companies  to  offer  investors  the  diversity 
and  convenience  they  demand.  Now,  through  FundsNet- 
work, Fidelity  allows  you  to  invest  in  a  wide  array  of 
mutual  hinds  all  available  in  one  place,  with  no  com- 
missions, no  loads  and  no  transaction  fees."  Call 
today  for  a  free  copy  of  the  FundsNetwork  Fact  Kit, 
including  a  list  of  available  funds. 

For  Personal  Service,  Visit  a  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-6262 

Fidelity  Investments® 

W    ^  Discount  Brokerage 

'Commissions  are  discounted  up  to  76%  compared  to  those  of  full  cost  brokers.  Based  on  October  1993  commission  survey.  Minimum  commission  $38.  'Additional  charge  for 
gold  credit  card.  "American  Express  gold  card  available.  'For  more  complete  information,  including  management  fees  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money.  Fidelity  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  and  reinstate  the  fees  on  any  funds.  Fidelity  reserves  the  right 
to  charge  a  transaction  fee  if  you  make  five  or  more  short-term  redemptions  (sales  of  shares  held  less  than  90  days)  on  no-transaction  fee  funds  in  a  six  month  period.  If  you 
purchase  a  no-load  fund  and  pay  a  transaction  fee,  you  will  be  obligated  to  pay  a  transaction  fee  upon  its  sale.  Share  prices  (except  for  money  market  funds) ,  yields  and  returns 
will  vary.  Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  02 1 10.  Member  NYSE,  SIPC. 


Compare  the  Fidelity  Ultra  Service  Account 
With  Other  Leading  Asset  Management  Accounts 


Annual 
Fee 

Consoli- 
dated 
State- 
ment 

Visa 
GOLD 
Debit 
Card 

Discount 
Commis- 
sions 

Brokers 
Available 
Week- 
ends & 
Evenings 

Minimum 
Invest- 
ment 

FIDELITY 

ULTRA 

SERVICE 

$0 

Yes 

Yes 

Yes1 

Yes 

$10,000 

MERRILL 

CMA® 

$100 

Yes 

Yes2 

No 

No 

$20,000 

SMITH 

BARNEY  FMA 

$100 

Yes 

No3 

No 

No 

$10,000 

PRUDENTIAL 

COMMAND 

ACCOUNT 

$75 

Yes 

Yes2 

Nc 

No 

$10,000 

DEAN 

WITTER 

AAA 

$80 

Yes 

No 

No 

No 

$10,000 

0  SSi  - 

The  Ultra  Service 
sasc  consolidated  state- 

ment  gives  you  a 
ss  ~*        :   M  clear,  complete 
"  *    financial  picture 

eggs-  each  month. 


PRINCE    HOTELS    INTERNATIONAL    DESTINATIONS:    TOKYO    PRINCE    HOTEL.  TOKYO, 


A^kasaka  Prince  Wotel. 

What  business  Is 
Coming  To  In  Tokyo. 


Akasaka  Prince  Hotel  is  Tokyo's  most  prestigious  address. 
All  761  guest  rooms  offer  ample  work  space,  complete  privacy 
and  spectacular  views.  There  are  twelve  superb  restaurants 
and  lounges  and  24-hour  room  service.  With  unmatched 
access  to  the  city's  business  and  entertainment  districts,  a 
comprehensive  business  center  and  extraordinary  service, 
it's  no  wonder  Akasaka  Prince  Hotel  towers  above  the  rest. 
For  reservations  call  Sterling  International  Reservation 
Service  at  800-637-7200  or  Prince  Hotels  at  800-542-8686. 

Akasaka  ®  PR/9CE  HOTEL 

TOKYO 


:i  n  vw 
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Attention  to  detail 

s 
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Hillary  Clinton  believes  in  micro- 
management.  Take  her  concern 
about  how  the  new  "health  security" 
card  would  look  on  TV  and  at  rallies. 
The  prototype  she  helped  select,  for 
instance,  has  a  dark  red  background 
under  the  words  "health  security" 
that  makes  the  white  letters  pop  out  a 
lot  better  on  camera. 

Designed  by  Dale  Glasgow  of 
Woodbridge,  Va.,  the  prototype  of 
the  health  insurance  card  has  a  mag- 
netic strip,  a  place  for  the  holder's 
authorized  signature,  and  the  follow- 
ing inscription  on  the  back:  "This 
Health  Security  Card  Guarantees  You 
A  Comprehensive  Package  Of  Bene- 
fits That  Can  Never  Be  Taken  Away." 

-Jody  Brennan 

Friendly  St.  Maarten 

On  Sunday  evening,  Oct.  31,  the 
Caribbean  calm  of  Dutch  St.  Maarten 
(not  to  be  confused  with  the  French 
half  of  the  island,  St.  Martin)  was 
shattered  when  Claude  Wathey,  67 
and  head  of  the  territory's  majority 
Democratic  Party,  was  arrested  at  a 
cocktail  party  by  Netherlands  Antilles 
police.  Wathey,  his  son  and  two  asso- 
ciates were  charged  with  skimming  up 
to  $23  million  off  the  top  of  two 


Stores  in  Dutch  St.  Maarten 


'This  isn't  Haiti." 


government-financed  airport  and 
harbor  projects  by  inflating  the  price 
of  contracts  with  an  Italian  construc- 
tion company. 

As  Wathey  was  being  readied  for 
transport  by  air  to  prison  in  Curacao, 
a  mob  blocked  the  government 
plane's  takeoff  by  lying  down  on  the 
tarmac,  then  marched  through  Phi- 
lipsburg,  St.  Maarten's  capital,  threat- 
ening to  burn  down  shops  that 
opened  the  next  day.  On  Monday 
schools  and  stores  were  closed  and  at 
least  one  cruise  ship  was  diverted. 

But  by  Tuesday  things  were  back  to 
normal.  "This  isn't  Haiti,"  says  Evert 
Harderwyk,  the  Netherlands  Antilles 
district  attorney  responsible  for 
Wathey's  arrest.  "It  may  be  a  little 
rainy  right  now,  but  we  are  still  a  very 
friendly  island." 

-Christopher  Palmeri 

"Finish  him!  Finish  him!" 

JAPAN'S  videogame  maker  Sega  En- 
terprises has  a  version  of  the  hit  game 
Mortal  Kombat,  in  which  a  warrior 
rips  off  his  opponent's  head  and  spine 
while  spectators  chant,  "Finish  him! 
Finish  him!"  The  version  of  Mortal 
Kombat  made  for  rival  Nintendo 
doesn't  have  that  bit  of  gore. 

Result:  Sega's  is  outselling  Ninten- 
do's in  stores  3-to-2. 

The  outcry  caused  by  such  gratu- 
itous violence  led  Sega  this  summer  to 
come  up  with  a  Flollvwood-like  rat- 
ing system  for  videogames — from  GA 
for  the  most  peaceful,  to  MA- 17  for 
the  most  violent.  The  ratings  may 
have  made  the  gory  stuff  even  more 
popular. 

Take  Konami's  Lethal  Enforcer, 
one  of  the  first  games  to  be  given 
Sega's  MA- 17  rating.  Industry 
sources  say  the  game  could  become  a 
blockbuster  once  a  traditional  car- 
tridge version  hits  stores  this  month 
(it's  currently  available  only  on  CD- 
ROM ).  -Gram  Gemoets 

Nicklaus  for  the  masses 

Golf  legend  Jack  Nicklaus,  53,  gets 
up  to  $1  million  to  design  a  golf 
course.  Among  the  more  famous  pri- 
vate ones  he's  done  are  Dublin, 
Ohio's  Muirfield  Village  and  Scotts- 
dale,  Ariz.'s  Desert  Mountain.  Now 
he's  about  to  come  up  with  a  series  of 


courses  for  the  average  guy.  The  nj 
courses  will  be  built  by  a  soon-to- 
announced  joint  venture  betwJ 
Nicklaus'  North  Palm  Beach,  F 
based  Golden  Bear  International  3 
Dallas- based  Club  Corp.  Internati< 
al,  the  world's  largest  golf  cou 
operator.  About  40  of  the  courses, 
for  public  use,  will  be  built  around  l 
country,  at  anywhere  from  $5  mill 
to  $8  million  per  course. 

Nicklaus-designed  courses  hi 
earned  the  reputation  of  being 
elaborate  that  they  cost  a  fortune! 
maintain.  So  even  though  the  gre< 
fees  on  these  new  courses  will  be  hij 
at  upwards  of  $80  to  $90  per  roun 
you  can  expect  they'll  be  a  lot  eas 
to  mow.  -C 

Gunfire  at  the  Fed 

Mindful  of  the  flak  that  some  F( 
eral  Reserve  branches  have  taken  : 
their  lavish  offices,  the  Dallas  F 
took  great  pains  to  open  its  beautif 
new  $108  million  headquarters 
time  and  at  $2  million  under  budg 
•  However,  $200,000  of  that  $2  nj 
lion  is  already  spoken  for.  Soon  af 
the  building  opened,  workers  in  t 
money  transfer  department  coi 
plained  about  sounds  of  gunfire.  T 
noise  came  from  a  firing  range  a  flc 
below,  in  the  basement. 

Seems  the  Dallas  Fed's  40-man  : 
curity  force  must  qualify  every  t\ 
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iths  in  order  to  keep  their  side 
The  guards  could  easily  be  sent 
nearby  gun  club,  at  a  cost  of  just 
day  per  guard.  But  this,  after  all,  is 
Fed.  So  the  Dallas  Fed  has  spent 
xtra  $200,000  to  soundproof  the 
e.  -James  Ketelsen 

els  draw 


UKS  USED  TO  give  new  customers 
toasters.  But,  marketers,  note 
:  Miami-based  Citizens  Federal 
ik  recently  gave  out  free  bagels  to 
lone  who  walked  into  its  new  Boca 
pn,  Fla.  branch  during  its  grand 
ning  and  filled  out  a  coupon. 

he  bagels  drew.  More  than  1,000 
Is,  with  four  to  six  bagels  in  a  bag, 
e  given  away.  Citizens  Federal  says 
I  been  running  successful  bagel 
motions  like  this  at  its  south  Flori- 

branches  since  the  Seventies, 
lat's  next,  lox  and  cream  cheese? 

ika  1,  Senators  0 

e  National  Hockey  League's  Otta- 
Senators  should  stick  to  playing  on 

As  reported  in  Forbes  Informer 
x.  21,  1992),  the  team  faced  off  in 

rt  with  Ottawa-born  singer  Paul 
va.  The  Senators  tried  to  dump 
ca  from  the  ownership  group  after 
ailed  to  sell  shares  in  the  expansion 
n  to  U.S.  investors.  Anka  claimed 
t  the  Securities  &  Exchange  Com- 
sion  denied  him  the  authorization 
tto  so. 

lie  team  and  its  general  partner, 
frace  Investments,  have  now  set- 
1,  agreeing  to  pay  Anka  $398,000 
Ir  two  years  to  buy  out  an  earlier 
tract  for  assorted  services.  Terrace 
>  has  a  two-year  option  to  buy  his 
trest  in  the  team  for  $41 4,000.  H 
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we  change  our  views 
four  Times  am 
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Shell  forget  you  forgot. 


Saks  Fifth  Avenue 

Also  available  in  Eau  de  Parfum  and  Eau  de  Toilette. 


THIS  YEAR, 
BE  AN  ANGEL 

This  year,  be  a  Christmas 
guardian  angel  and  help  a 
needy  child. 

Stop  by  The  Salvation 
Army  Angel  Tree  near  you. 
Pick  an  ornament  from  the 
tree.  Each  one  has  the 
name  of  a  needy  child  and 
gift  suggestions.  Purchase 
one  or  more  of  the  sug- 
gested gifts.  It's  that  easy! 

WORKING  MIRACLES 
EVERY  DAY 


Resounding  crash 

Sir:  I  didn't  know  whether  to  laugh 
or  cry  after  reading  the  article  where 
Piper  Aircraft  was  sued  for  blatant 
pilot  error  ( "Crash !"  Nov.  8).  Only  in 
America  can  the  consumer  assume 
almost  zero  responsibility  for  his  own 
actions. 

-Bruce  Roberts 
Aptos,  Calif. 


It's  just  his  way 

Sir:  In  "Hanging  on"  (Oct.  25), 
FORBES  presents  a  very  unflattering 
portrayal  of  Curtis  Carlson  and  the 
Carlson  Cos.  Mr.  Carlson  is  a 
tough,  demanding  man.  He  chal- 
lenges you  all  the  way  and  I  see 
nothing  wrong  with  that.  He  pays 
his  executives  well  and  has  the  right 
to  expect  them  to  produce.  The 
meek  don't  build  empires  that  cre- 
ate opportunities  for  thousands  of 
families  to  earn  a  good  living;  men 
like  Mr.  Carlson  do. 
-Richard  E.  Fordyce 
President 

The  Fordyce  Group,  Inc. 
Plymouth,  Minn. 


$plitsville 


Sir:  Your  article  on  split-dollar  life 
insurance  was  the  most  accurate  and 
succinct  I  have  ever  read  ("Splitting 
the  dollar,'1  Oct.  25).  However,  [in- 
side buildup]  isn't  a  loophole.  It's  an 
intentional  tax  provision  that  has 
been  in  the  laws  for  years  and  has 
withstood  the  test  of  time,  because  it 
serves  two  social  goods — encourag- 
ing individual  long-term  savings  and 
creating  pools  of  money  for  invest- 
ment in  long-term  projects. 
-David  R.  Carpenter 
Chairman  and  Chief  Executive 
Transamerica  Occidental  Life 

Insurance  Co. 
Los  Angeles,  Calif. 

SIR:  You  advocate  use  of  split-dollar 
life  as  a  nifty  supplementary  40l(k) 
with  no  dollar  limit.  A  much  better 
option  is  to  purchase  a  variable  annu- 
ity that  allows  unlimited  contribu- 
tions for  tax -deferred  compounding 
of  earnings  and  has  fewer  of  the  re- 
strictions of  a  life  policy. 
-Eric  K.  Tyson 
San  Francisco,  Calif 


More  fun  than  a . . . 

Sir:  Re  "Monkey  business"  (Oct. . 
Certainly,  there  is  statistical  evide 
that  active  management  seems  to  I 
losers'  game  for  many  pension  pla 
However,  gm's  experience  dcm\ 
strates  that  there  can  be  a  signifiq 
return  which  far  outweighs  the  ei 
effort  and  cost  involved  in  using  acl 
management.  In  fact,  active  manaj 
ment  decisions  over  the  past  ei 
years  added  value  to  gm's  pens! 
plans — $2  billion  worth. 
-W.  Gordon  Binns  Jr. 
President 

General  Motors  Investment 

Management  Corp. 
New  York,  NT. 

Sir:  The  role  of  investment  cons 
rants  in  professional  money  mana 
ment  is  not  "to  beat  the  market."  T 
consultant's  role  is  to  help  clie 
maximize  the  investment  return! 
their  portfolio  while  minimizing  j 
investment  risk. 
-Barry  P.  West 
New  York,  N.T. 

Overlooked,  but 
not  forgotten 

Sir:  Re  Cantor  Fitzgerald  (The  Fori 
Four  Hundred,  Oct.  18).  You  mist; 
enly  indicate  that  Mr.  Fitzgerald  nel 
existed.  In  fact,  John  J.  Fitzgerald  « 
very  much  integral  to  the  developing 
and  growth  of  the  firm.  Mr.  Fitzgj 
aid,  president  of  the  Mutual  Casua 
Insurance  Co.,  became  a  partner  offl 
firm  in  1946,  and  worked  closely  \vj 
Mr.  B.  Gerald  Cantor  until  Mr.  Fi\ 
gerald's  death  in  1967. 
-Howard  W.  Lutnick 
President 
Cantor  Fitzgerald 
New  York,  NT. 
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fet  of  sight, 
,  of  mind 

IRe  Fact  &  Comment  (Oct.  25). 
lung  in  a  sector  of  the  health  care 
I  that  is  usually  not  covered  by 
[ranee.  I  continually  see  the  in- 
4f!  ble  ability  of  competition  to  con- 
losts.  The  cost  to  the  consumer  of 
jlpduct/service  combination  such 
[lontact  lenses,  for  example,  has 
mi  declining  in  both  real  and  abso- 
■  terms  for  years.  When  people 
!  insurance  coverage,  they  will 
1  use  it  regardless  of  actual  need. 
.  overutilization,  because  "sorae- 
lelse"  is  paying,  is  a  major  factor 
mg  demand  for  health  care  and  its 
m  [dated  costs. 

IVEN  J.  SCHIFF,  O.D. 
kwan,  N.J. 

[Managed  care  in  mental  health 
ii  ■  has  already  had  a  devastating 
1  it  on  the  quality  of  care  in  many 
i  I.  One  of  these  is  that  consumers 
jienied  appropriate  treatment.  An- 
|r  is  that  many  qualified  clinicians 
leaving  the  marketplace  because 
can  no  longer  practice  quality 
por  make  an  adequate  living  do- 
so.  The  personal  and  financial 
ifications   for   being   a  mental 
|  h  provider  are  rapidly  vanishing, 
[her  words,  it  has  become  a  terri- 
usiness. 

en  F.  Fielder,  Ph.D. 
\francisco,  Calif. 
I 

tool  daze 

I  Thomas  Sowell's  Observations 
jtnn  ( Oct.  25)  was  right  on  target. 
|ng  returned  to  law  school  after 
ral  years  away  from  a  university 
•onment,  I  am  struck  by  the  in- 
rination  many  students  appear  to 
received  during  their  college 
;  at  major  American  universities. 
>ring  the  accomplishments  set  in 
on  by  the  likes  of  Bill  Gates, 
:n  Jobs  and  Sam  Walton,  and  the 
cpreneurship  that  in  the  1980s 
dnized  the  nation  in  areas  as  di- 
as  biotechnology,  computers, 
cream  and  legal  services,  these 
itting  youth  see  only  a  "decade  of 
1" 

3er  D.  Klein,  M.D. 
Law  School 
s  of 1996 
\  Haven,  Conn. 
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act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


SUBSTANCE  OVER  IMAGE 


'T  LET  THE  HULLABALOO  over  the  alleged  antivoting 

ities  of  campaign  manager  Ed  Rollins  blind  the 

)n  to  the  significance  of  Christie  Whitman's  victor)' 

month  in  the  New  Jersey  gubernatorial  election. 

ae  won  on  character  and  substance. 

emocrats,  quarterbacked  by  Clinton's  brass-knuckles 

paign  strategist,  James  Carville,  thought  they  had  the 

:ion  wrapped  up.  On  Election  Day,  Carville  was 

ting  that  incumbent  Governor  Flo- 
victory  would  be  the  death  knell  of 

*ly-side  economics  and  a  green  light 

/aising  taxes  and  boosting  spending. 

ille  and  his  claque  had  devastatingly 

rayed  Republican  Whitman  as  a  rich, 

toting,  welfare-loving,  drunk-driv- 

tolerating,  out-of-touch  dilettante 

lacked  the  substance  needed  to  gov- 

i  large  industrial  state. 

hen  Mrs.  Whitman,  in  late  Septem- 

introduced  her  tax-cutting  program 

Ich  had  its  genesis  in  a  committee 

red  by  Bear,  Stearns  chief  economist 
irence  Kudlow  and  me ),  it  was  greeted 
I  ridicule  and  skepticism.  Virtually  all  of  the  media 
Jiissed  it  as  a  desperate  gimmick  to  revive  a  moribund 
paign.  But  contrary  to  expectations,  Mrs.  Whitman  did 

bid  her  tent.  She  believed  strongly  in  her  proposals,  and 
|e  campaign's  final  weeks  voters  began  to  realize  this, 
lonents  and  pundits  underestimated  her  backbone, 
then  we  presented  tax-cutting  ideas,  Mrs.  Whitman 


Whitman:  Won't  be  deterred 
by  false  charges. 


ifruled  skeptics.  What  made  her  receptive  was  the 

CHILD  ABUSE 

ption  laws  need  a  drastic  overhaul.  They  are  blight 


experience  of  New  Jersey's  boatbuilders,  whose  business- 
es were  devastated  by  the  1990  "luxury"  tax.  When  the 
lev}'  was  repealed  this  summer,  the  industry  revived. 
Workers  were  rehired.  She  told  us,  "High  taxes  wrecked 
the  boatbuilders  just  as  high  taxes  have  damaged  New 
Jersey's  economy.  Tax  cuts  revived  the  boat  industry. 
They  can  revive  the  state."  No  amount  of  criticism  could 
blow  her  off  course  on  this  issue. 

Mrs.  Whitman  also  made  it  plain  she 
wanted  a  specific  agenda,  saying  there  was 
no  point  in  winning  simply  for  the  sake  of 
winning:  "I  don't  want  anyone  to  have 
any  doubt  as  to  what  I  plan  to  do." 

Still,  the  New  Jersey  press  corps  was 
stunned  when,  immediately  after  the 
election,  she  declared  that  she  was  going 
ahead  with  her  tax-cut  proposals  and 
would  refuse  to  run  for  reelection  if  she 
didn't  get  them  enacted. 

Voters  are  easy  to  underestimate.  Ob- 
servers all  said  her  campaign  was  abys- 
mally managed.  The  polls  showed  her 
losing  right  up  to  Election  Day.  Yet 
voters  saw  through  a  fog  of  distortion  and  grasped  the 
true  issue.  As  the  unexpectedly  defeated  Jim  Florio  put  it 
after  the  election,  "I  think  it  is  fairly  clear  that  in  the  last 
couple  of  weeks,  people  started  looking  at  Mrs.  Whit- 
man's tax-cutting  proposal,  even  those  who  may  have 
reservations  about  it." 

Republicans  and  Democrats,  and  their  political  han- 
dlers, take  note. 


he  lives  of  tens  of  thousands  of  children  and  depriving 
itless  couples  of  the  chance  to  raise  children.  Young- 
are  shuttled  from  one  place  to  another  under  foster 
systems;  meanwhile,  willing  couples  are  frustrated  in 
attempts  to  adopt  these  children.  This  is  an  outrage, 
ate  and  local  governments  have  taken  a  seemingly 
trse  delight  in  setting  up  obstacles  to  adoption.  That's 
so  many  couples  are  forced  to  make  private  arrange - 
s,  which  have  numerous  hazards  of  their  own. 
le  principles  for  reform  are  simple :  If  a  couple  appear  to 
a  stable  marriage  and  are  financially  able,  they  should 


be  allowed  to  adopt  a  child  with  a  minimum  of  fuss  and 
time.  Racial  barriers  should  be  scrapped  now.  Social 
workers  have  an  unwritten  rule:  Interracial  adoptions  are 
taboo.  This  is  absurd.  Is  a  child  better  off  going  from  place 
to  place,  unable  to  establish  a  child-parent  relationship?  Is 
this  the  environment  to  turn  out  good,  productive  citizens? 

In  New  York  City,  social  welfare  agency  thugs  forcibly 
removed  three  young  children  from  foster  parents  who  had 
filed  papers  for  adoption.  Reason:  The  youngsters  are 
African-American;  the  foster  parents,  Puerto  Rican.  These 
toddlers  will  be  moved  around  until  the  day,  ifit  ever  comes, 
their  natural  mother  kicks  her  drug  habit.  Is  this  truly  better 
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for  these  kids  than  being  in  a  loving-home  with  adults  whose 
skin  pigmentation  doesn't  exaetly  match  theirs? 

Charles  Dickens  would  throw  his  hands  up  in  disgust 
and  despair. 

Another  basic  reform:  When  a  mother  gives  up  her  baby, 
that's  it.  No  visitation  rights.  No  second  thoughts.  It's 
utterly  unfair  to  the  child  to  be  confused  as  to  who  is  really 
supposed  to  raise  him  or  her.  Records  should  be  sealed,  to 
be  opened  only  with  the  consent  of  both  the  biological  and 


adoptive  parents  or  when  the  child  reaches  majority 
New  Jersey's  Supreme  Court  is  hearing  the  cas< 
mother  who  gave  up  her  baby  and  is  now  engaged  in 
maneuvers  to  get  the  child  back — three  years  later.  I] 
want  to  deliver  true  justice,  the  justices  should  tel 
and  others  like  her,  in  no  uncertain  terms — no  way 
Those  who  prattle  about  "root  causes"  of  crime  ■ 
find  no  more  fertile  ground  for  reform  than  our  per 
child-abusing  adoption  laws. 


HEARTENING  FERMENT  IN  ISRAEL 


ISRAEL  may  soon  join  the  rarefied  ranks  of  Hong  Kong, 
South  Korea,  Taiwan,  southern  China  and  a  handful  of 
others  as  an  economic  miracle. 

Jerusalem  has  long  been  plagued  with  one  of  the  most 
overtaxed,  overregulated  economies.  Fundamental  re- 
forms have  repeatedly  been  frustrated.  Massive  infusions 
of  foreign  assistance,  private  and  public,  have  been  essen- 
tial in  keeping  the  economy  func- 
tioning. But  in  the  aftermath  of  the 
peace  agreement  with  the  PLO,  the 
winds  of  change  are  gaining  force. 

Israel's  parliament,  the  Knesset,  will 
soon  vote  on  a  bill  to  establish  a  genuine 
free-trade  zone  in  the  economically 
depressed  Negev  desert  region.  Re- 
formers see  the  zone,  dubbed  a  Free 
Fxport  Processing  Zone,  as  their  Tro- 
jan horse  for  unshackling  the  Israeli 
economy.  The  zone  will  be  free  of 
bureaucratic  impediments  diat  have 
frustrated  domestic  and  foreign  investors.  Advocates  believe 
it  will  start  a  process  of  liberalization,  as  similar  zones  have 
done  in  China  over  the  past  decade.  Guangdong  province 
was  an  economic  backwater  until  a  zone  was  established  in 
1978.  Investment  poured  in,  and  the  province  shortly  had 
one  of  the  world's  highest  economic  growth  rates. 


Negev:  A  future  Guangdong  province 


There  is  also  hope  in  the  movement  for  a  fiat  tax  in  I 
Few  citizens  in  other  democratic  countries  suffer  sue 
burdens  as  those  hampering  Israel.  One  startling  exai 
At  the  $40,000  income  level,  it  costs  an  employer  a 
$3.60  to  give  an  employee  an  extra  $1  of  aftertax  inc 
Even  at  the  lowest  income  levels,  the  ratio  is  $2  to  $  1 
In  November  a  multiparty  group  of  Knesset  men 
introduced  a  bill  for  a  flat  20%  tax 
The  legislation  is  designed  so  th 
low-income  wage  earner  will  be 
The  flat-taxers  know  their  pro] 
won't  be  enacted  this  year,  but; 
believe  the  debate  will  set  the  stagj 
success  in  the  not-too-distant  fut 
The  Israeli  economy  needs 
high  -powered  reforms  of  a  free-l 
zone  and  a  flat  tax.  Thousands  o 
country's  entrepreneurially  incl 
citizens  emigrate.  Unemployme 
stuck  at  double  digits.  Growth  ij 
sential  for  the  peace  process.  Without  a  growing  mi 
class  in  the  new  Palestinian-administered  regions  an 
the  countries  neighboring  Israel,  militants  will  find  fc 
ground  for  destructive  activities. 

And  who  knows — perhaps  Israel's  coming  success 
be  a  model  for  the  U.S. 


BLOODY 

Decider — by  Dick  Francis  (G.P.  Putnam's 
Sons,  $22.95).  Required  reading  for  people 
drawing  up  their  wills.  Graphically  illustrates 
how  nasty  never-ending  family  fights  can  be.  In 
Francis'  latest  stay-up-later-than-you-intend- 
ed-because-you-can't-put-it-down  mystery, 
heirs  feud  violently  over  an  heirloom  racetrack. 
Francis  aficionados  will  note  an  unusual  aspect 
to  the  protagonist — he's  married,  with  six  sons, 
no  less.  But,  at  heart,  he's  a  Francis-tradition 


DECIDER 


HORSING  AROUND 

loner — in  this  case,  a  self-employed  arch 
who  relishes  resurrecting  ruined  structures 
Excerpt:  Without  wasting  time,  1 attended  i 
illegal  a  ct  of picking  someone  else 's  lock,  the  ke 
fortunately  living  up  to  the  promise  of  easy  a, 
The  small flat  tool  I  had  brought  with  me  slid 
the  ward  that  guarded  the  works  and  movei 
tongue  back  from  the  socket.  For  picking  si 
locks,  any  flat,  filed- down  narrow  version  c 
ordinary  key  will  do  the  job;  the  simpler,  the  bt 


RESTAURANTS-GO,  CON  ,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jon 


•  Savoy— 70  Prince  St.  (Tel:  219-8570).  Inexplica- 
bly, in  the  previous  issue  this  restaurant  was  tagged  with 
an  amber,  instead  of  a  green,  light.  The  review  said,  "A 
blazing  fire,  coppery  screened  ceiling  and  handsome 
wood  detailing  make  this  a  pleasant  haven  on  a  blustery 
evening."  The  record  is  now  straight:  Go. 

•  Brasserie  des  Theatres — 243  West  46th  St.  (Tel: 
719-5588).  Offers  a  first-rate  sampling  of  traditional 
brasserie  food.  Tempting  appetizers:  saucisson  en  brioche 


with  truffle  sauce,  or  fresh  foie  gras  and  duck  confit.  J 
courses:  grilled  entrecote  with  green  pepper  sauct 
breast  of  duck  with  olives  in  a  port  sauce. 

•  Jojo— 160  East  64th  St.  (Tel:  223-5656).  Imag 
five  food.  Pork  cheeks  breaded  in  cornmeal  with  h 
bean  salad  and  arugula  oil,  more  reminiscent  of  crab  c 
than  fruit  of  the  swine.  Chicken  roasted  in  ginger,  < 
and  coriander,  very  tasty,  and  the  chick-pea  fries 
imaginative  accompaniment. 
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Changing  Jobs? 
Make  Sure  Your  Retirement 
Savings  Start  Working 
In  A  Better  Puce  Too. 


Roll  over  your  retirement  distribution  to  Schwab  and  expand  your 
investment  possibilities. 

•  Our  Mutual  Fund  OneSource™  service  offers  over  200  well-known 
mutual  funds  with  no  loads  and  no  transaction  fees.  So  no  matter  what 
your  investment  objectives  —  from  aggressive  growth  to  capital  preser- 
vation —  you'll  find  more  choices  to  match  your  goals. 

•  With  our  No-Fee  IRA,  you'll  never  pay  an  annual  fee  for  the  life  of  your 
account  if  your  assets  reach  $10,000  or  more  by  September  15,  1994. 

•  Our  free  Guide  to  Maximizing  Your  Retirement  Plan  Distribution  explains 
your  alternatives  and  how  you  can  save  on  taxes  by  avoiding  the  20% 
withholding  tax. 

Call  1-800-442-5111  ext.  99. 


Charles  Schwab 

Helping  Investors  Help  Themselves™ 

We  will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab. 
Please  review  the  prospectus  carefully  before  investing. 

Some  funds  may  charge  1 2b- 1  fees  in  excess  of  0.25%.  Available  funds  may  change  and  fees  may  be  reinstated.  Transaction  fees  may  apply  if  you  make 
5  or  more  short-term  redemptions  (sales  of  funds  held  6  months  or  less)  within  12  months.  Shares  purchased  without  transaction  fees  may  always  be  sold 
without  transaction  fees  However,  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's  normal  transaction  fee  to  sell  it  as  well.  Maintenance 

fees  for  special  assets  such  as  limited  partnerships  and  promissory  notes  still  apply. 
©1993  Charles  Schwab  &  Co.,  Inc.  Member  S1PC/NYSE 


"We  Make  Our  Solutions  Fit  The 
Client's  Needs,  Not  Vice  Versa. 
Clients  Appreciate  This  Novel  Concept." 


Each  client's  needs  are  different,  and  the  solutions  to 
problems  have  very  close  tolerances. 

The  key  is  to  know  your  client  and  to  be  able  to  fine- 
tune  your  structures  to  the  precise  fit  that's  required. 

Shaping  our  solutions  to  fit  the  client's  needs  is  part  of 
building  relationships  that  work  to  maximum  effect,  that  last, 
that  are  mutually  valuable. 

Chemical 


That's  what  we  do  at  Chemical.  We  know  how  t 
structure  the  right  solution  the  first  time,  in  a  spirit  of  t 
work.  Because  we  can  do  this  repeatedly  across  a  wide  r 
of  needs,  our  clients  can  have  the  kind  of  multifaceted  r 
tionship  they  prefer. 

Our  broad-based  approach  produces  results.  For  e 
pie,  we  rank  first  in  the  world  in  loan  syndications,  thanks 


©  1993  Chemical  Banking  Corporation 


Big  expertise  and  our  strong  emphasis  on  distribution. 
Ural  extension  of  these  strengths,  Chemical  Securities 
Bow  underwrite  and  deal  in  all  types  of  debt  securities  in 
Wd  States,  including  corporate  bonds. 
Ihemical  also  has  leadership  positions  in  trading, 
[J  corporate  finance,  operating  services  and  capital 
jlictivities  worldwide.  And,  at  a  time  when  others 


have  retreated  from  international  arenas,  we  have  a  global 
network  across  35  countries. 

Our  formidable  market  presence,  growing  capital 
strength  and  higher  credit  ratings  have  demonstrably 
increased  our  usefulness  to  our  clients. 

Get  to  know  Chemical,  and  what  we  can  do  for  you. 
You'll  find  the  fit  precise. 


Expect  more  from  us: 


Chemical  Securities  Inc. -Member  SIPC 


Other  Comments 


Psychotaxes 

Israei  is  fear  the  taxman.  The  Center 
for  Business  Initiative  of  the  Self- 
Employed  reported  that  two-thirds 
of  those  who  seek  advice  in  setting  up 
their  own  business  require  psycho- 
logical help  to  calm  their  fears  re- 
garding the  tax  authorities.  One  of 
the  crucial  factors  in  an  entrepre- 
neur's decision  to  open  a  business  is 
revulsion  from  contact  with  the  tax 
authorities,  a  form  of  "taxphobia." 
-Dr.  Alvin  Rabushka,  Senior  Fel- 
low, Institute  for  Advanced  Strate- 
gic and  Political  Studies 

Gift  of  A  Lifetime 

Take  a  look  on  page  24  of  the  Holi- 
day 1993  edition  of  Ujc  Sharper  Im- 
age. For  $99.95,  you  can  purchase  a 
"Personal  Life  Clock:  The  average 
life  lasts  only  683,280  hours  or  2.4 
billion  seconds.  This  new  Timisis 
Personal  Life  Clock  reminds  you  to 
live  life  to  the  fullest  by  displaying  the 
time  and  the  actual  hours,  minutes, 
and  seconds  remaining  in  your  statis- 
tical lifetime.  By  monitoring  every 
precious  minute,  it  arouses  you  to  the 
joy  of  living.  The  display  also  flashes 
150  motivational  messages  to  inspire 
you  to  take  command  and  act.1  " 
If  you  are  too  tired  to  monitor 


each  moment  of  your  life,  go  to  page 
36:  "Our  new  Snore  Control  system 
guarantees  a  good  night's  sleep!" 
-Dr.  Edward  Yardkni,  chief  econo- 
mist, C.J.  Lawrence 


Sacrifice  is  not  an  economic 
policy,  and  it's  certainly  not  a 
goal  for  which  the  nation 
should  be  striving.  It's  not  the 
people  who  need  to  sacrifice, 
it's  the  bloated  Government. 
-Jack  Kemp,  former  Secretary  of 
Housing  and  Urban  Develop- 
ment, New  York  Times 


Hold  On 

In  1989  in  the  countryside  outside 
Prague,  after  a  feast  by  a  bonfire,  I  fell 
into  a  sewer. 

My  attempt  to  swim  in  this  funda- 
mental mud,  this  strange  vegetation, 
was  in  vain,  and  I  began  to  sink  deeper 
into  the  ooze .  A  panic  broke  out,  [and  ] 
a  chaos  of  impossible  rescue  tech- 
niques followed.  I  could  barely  keep 
my  nose  above  the  dreadful  effluvium 
and  thought  this  was  the  end,  when 
someone  put  down  a  long  ladder. 

What  was  striking  about  the  sewer 
experience  was  how  hope  emerged 


"I  hear  they  can  freeze  you  until  they  discover  a  cure." 


from  hopelessness,  from  absurc 
Hope  is  not  the  same  as  joy 
t  h  i  n  gs  are  goi  n  g  we  1 1 ,  or  wi  1 1  i  1 1  gr 
invest  in  enterprises  that  are  obv 
headed  for  early  success,  but  rati 
ability  to  work  for  something  tc 
ceed .  It  is  hope  that  gives  us  stren; 
live  and  to  try  new  things,  even  ii 
ditions  that  seem  as  hopeless  as 
do,  here  and  now.  In  the  face  d 
absurdity,  life  is  too  precious  to  p 
its  devaluation  by  living  point! 
emptily,  without  meaning,  wii 
love,  and,  finally,  without  hope. 
-Vaclav  Havel,  President  of 
Czech  Republic,  Esquire 

Age  of  Opulence 

The  day  of  showing  off  wealth  i 
pages  of  a  decorating  magazine 
not  yet  dawned  [in  the  1880s], 
flaunt  it,  you  had  to  get  people  in 
that  meant  you  had  to  buy  a  p 
bowl.  Punch  was  the  almost  unfi 
drink  at  parties — the  equivalent  ( 
day's  white  wine — and  the  p 
bowl,  with  its  ladle  and  silver  cup; 
set  in  the  place  of  honor.  In  an  era1 
consumption  could  never  be  cons 
ous  enough,  it  was  an  ideal  pretc 
show  just  how  rich  you  were. 
-Olivier  Bernier, 
American  Heritage 

It  Cuts  Both  Ways 

We  should  be  eternally  vi| 
against  attempts  to  check  the  ex 
sion  of  opinions  that  we  loathe. 
-Oliver  Wendell  Holmes  Jr., 
quoted  in  Good  Advice,  by  Wil 
Safire  &  Leonard  Satir 

Eau,  Those  French! 

The  Paris  Metro  could  smell  s\ 
er  starting  Jan.  1,  when  a  per 
named  Francine  will  be  used  to 
.offensive  odors  in  the  subway  sy 
The  scent,  a  blend  of  lavender^ 
and  eucalyptus,  won  out  over  a  i 
floral  fragrance  in  a  sniff  test  by : 
of  the  four  million  daily  comm 
in  the  French  capital.  The  seem 
be  applied  in  steam  cleanings. 
-Richard  L.  Holman, 
Wall  Street  Journal 
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Maybe  this  is  the  year  you 


3d  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's ' Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LT1  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 


c^OP  Chevrolet  Corvette 


TAIWAN— A  MATURE  TIGER 


\  Republic  of  China  continues  to  offer  evidence  that 
ghts  proponents  of  a  free-market  economy  and  politi- 
democracy.  Paradoxically,  the  elements  of  Taiwan's 
wing  movement  toward  full  democracy — a  multiparty, 
"alistic  society  with  guaranteed  human  rights  and  a  free 
>s — may  make  the  transition  more  difficult.  Taiwan  will 
d  more  time  in  order  to  implement  the  next  phase  of  its 
elopment.  By  the  same  token,  this  democratic  progress 
uld  undergird  and  make  more  lasting  the  astonishing 
wth  and  development  Taiwan  has 
ady  experienced, 
he  recent  visits  Steve  and  Christo- 
r  Forbes  and  I  had  with  President 
Teng-Hui,  Premier  Lien  Chan, 
lister  of  Foreign  Affairs  Frederick 
en  and  other  top  officials  con- 
led  that  Taiwan,  having  complet- 
period  of  unparalleled  growth,  is 
j  on  the  threshold  of  a  slightly 
/er  but  more  solid  economic 
;e .  Per  capita  income  will  approach 
,000  at  the  beginning  of  the  21st 
tury.  For  several  years  Taiwan  has 
ntained  an  annual  growth  rate  of 
or  higher  with  low  inflation  and 
unemployment.  The  contrast  of  this  with  the  socialist, 
essive  mainland  that  has  a  per  capita  income  still 
isured  in  the  very  low  hundreds  cannot  be  more  marked, 
.s  wages  rise  and  the  Legislative  Yuan — Taiwan's  con- 
is — becomes  more  recalcitrant,  i.e.  more  democratic, 
mainland  China  appears  to  be  acquiring  more  weap- 
designed  for  offensive  operations,  it  is  clear  Taiwan 
have  no  lack  of  challenges  in  the  years  ahead, 
aiwan's  National  Development  Plan,  a  six-year  pro- 
n  to  strengthen  and  modernize  infrastructure  and 
isportation  and  to  improve  conservation,  health  and 
ironmental  conditions,  has  been  slowed  by  legislative 
m  at  the  size  of  the  $240  billion  program,  at  the 
tculties  and  costs  of  land  acquisition,  and  at  labor 
rtages  (Taiwan  does  not  import  labor  on  a  large  scale), 
n  so,  the  plan  is  a  gigantic  set  of  projects  that  offers 
initial  benefits  to  U.S.  business.  Our  government 
Id  be  of  great  help  to  our  own  economy  by  giving  up 
lish  rules  born  of  the  fear  of  offending  communist 


Conferring  with  Taiwan's  leader 


China:  The  U.S.  generally  permits  only  low-level  U.S.- 
Taiwan official  visits. 

Currently,  Taiwan's  high  wage  scale  ("the  price  of 
democracy,"  one  businessman  calls  it)  causes  many  ROC 
manufacturers  seeking  cheap  labor  to  export  some  of  their 
operations  to  mainland  China,  India,  Malaysia,  Thailand 
and  the  Philippines.  There  are  wildly  varying  estimates, 
from  $10  billion  to  $30  billion,  as  to  the  dollar  amount  of 
Taiwan's  investments  in  China.  Some  concern  about 
confiscation  by  the  People's  Repub- 
lic of  China  has  been  expressed,  but 
most  Taiwan  companies  are  large 
enough  so  that  possible  loss  of  their 
PRC  investment  is  an  acceptable  risk. 

Taiwan  would  like  to  be  a  member 
of  the  United  Nations,  but  an  almost 
certain  PRC  veto  has  led  it  to  consid- 
er other  routes  to  full  membership. 
Actually,  Taiwan,  by  every  economic 
or  quality-of-life  measure,  is  far  more 
qualified  to  be  a  member  than  a  great 
many  present  members — including 
the  PRC.  Irreverent  observers  have 
begun  asking  why  Taiwan  would 
want  U.N.  membership  after  the 
U.N.'s  performance  under  the  hapless  Boutros  Boutros- 
Ghali  in  Europe  and  Africa  during  the  past  few  months. 
Taiwan  officials  point  out  that  20  million  Chinese  are 
denied  membership  in  GATT  as  well. 

The  immediate  challenge  Taiwan  faces  is  whether  the 
present  government  will  continue  in  office.  The  next 
election  is  for  local  posts  and  will  be  closely  watched.  The 
ruling  Kuomintang  (KMT)  party  won  14  of  21  posts 
three  years  ago,  and  in  1991  it  won  70%  of  the  popular 
vote  for  the  National  Assembly.  Now,  however,  there  are 
two  other  parties,  the  opposition  Democratic  Progressive 
Party  and  the  New  Party,  a  breakaway  from  the  KMT. 

If  next  time  the  voters  should  turn  against  the  KMT, 
many  of  the  confident  predictions  for  Taiwan's  future 
would  be  off.  There  would  be  delays  and  stagnation  while 
the  victors'  policies  and  actions  were  being  assessed.  And 
if  a  wholly  new  government  direction  were  taken, 
Taiwan's  future  could  be  determined  only  by  consulting  a 
very  cloudy  crystal  ball.  ■■ 
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Perhaps  youd  like  to  consider 
a  more  rational  approach  to  choosing 
a  portable  computer  system. 


s  any  decision  maker  knows,  making  decisions  is  tough. 
Especially  the  big  ones.  At  least  we  can  make  the  job  of  choos- 
ing a  portable  computer  system  a  little  easier  by  introducing  a 
rather  remarkable  item:  the  AST  Bravo  NB.  It's  compact,  lightweight,  and  comes 
with  local  bus  graphics  for  speed.  An  integrated  trackball.  Complete  PCMCIA  con- 
nectivity. Even  dual  scan  color.  In  fact,  the  Bravo  NB  has  most 
of  the  significant  features  found  in  other  advanced  note- 
books, with  one  notable  exception:  Ours  has  a  reasonable 
price  tag.  As  it  starts  at  $1,699,'  we'd  understand  if  you  lost  your  power  of  rational 
thought  and  acted  impulsively.  (Which  is  why  we've  included  our  phone  number.) 


AST.  COmPUTER 

The  Product  Of  Our  Obsession. 


©1993  AST  Research,  Inc  All  rights  reserved  AST,  AST  logo  are  registered  trailemarks  and  ExeCare-is  a  trademark  of 


BRAVO    N  B 


POWERFUL 

Intel  486SX/25  microprocessor 
with  integrated  8KB  cache. 
Pre-installed  DOS  6.0,  Windows  3.1, 
and  B-Tools  business  utility  software. 
Environmentally  friendly 
NiMH  battery  pack  for  extended 
computing  life. 


ERGONOMIC 

Just  5.5  pounds  and  1.5  inches  high. 
Integrated  trackball,  silent  travel 
keyboard  with  12  function  keys. 


GRAPHIC 

Active  matrix,  dual  scan,  and 
monochrome  displays.  Accelerated 
local  bus  graphics  with  512KB  video 
memory.  256  simultaneous  colors. 


EXPANDABLE 

One  PCMCIA  Type  III 
industry-standard  enhancement  slot. 
4MB  RAM  (expandable  to  20MB), 
up  to  170MB  hard  drive. 


RELIABLE 

ExeCare"  Plus:  one-year  warranty 
with  free  48-hour  expedited 
repair.  Technical  assistance  24  hours 
a  day,  seven  days  a  week. 

Starting  at  $1,699* 


Call  for  more  information 
and  the  nearest  reseller 

800-876-4AST 


All  Other  trademarks  are  the  property  of  then  respet  tive  owners  'Estimated  US  reseller  selling  price  Reseller  pricing  will  vary 


Risks  hardly  ever 
travel  alone- 


Risks  prowl  ceaselessly  around  every  busi- 
ness. Usually,  they  hunt  in  packs.  Dealing  with 
them  piecemeal  is  ineffective.  More  often  than 
not,  they're  linked. 

Nowhere  is  that  linkage  more  intricate  than 
in  the  airline  business.  Fuel  prices,  interest  rates, 
currency  swings,  load  factors,  even  political  pitfalls  — 
each  risk  has  to  be  examined  in  light  of  the  others. 

To  bring  an  element  of  stability  to  an  indus- 
try that  changes  minute  by  minute,  Bankers  Trust 


has  found  a  way  of  analyzing  the  airline  busines 
and  attaching  a  monetary  value  to  many  of  th 
operational  risks  it  faces.  A  risk  management  plai 
that  can  turn  volatility  into  profitability. 

With  our  hands  at  the  reins,  you'll  se 
which  risk  will  hurt  you;  which  you'll  profit  by.  S 
risk  will  do  your  bidding,  not  take  you  unawares. 

D  Bankers  Trust 

LEAD    FROM  STRENGTH. 


EDITED  BY  HOWARD  BANKS 


The  people  say  things 

The  split  between  consumer  confidence  sur- 
veys and  the  real  world  has  become  a  chasm. 
Headlines  trumpet  the  gloomy  showings  of 
surveys  by  the  Conference  Board  and  the  Uni- 
versity of  Michigan.  Yet  consumer  spending, 
in  real  dollars  and  cents,  has  begun  to  bubble.  It 
grew  by  over  4%  in  the  third  quarter  and 
maintained  that  rate  in  October. 

There  are  good  reasons  consumers  have 
been  buying.  Official  statistics  say  that  real  per- 
sonal income  in  September  was  about  3% 
higher  (at  an  annual  rate)  than  at  the  end  of 
1992.  That  may  well  prove  to  be  an  underesti- 
mate. The  1992  income  figures  were  revised  up 
this  summer  by  a  total  of  $150  billion,  includ- 


are  better 

ing  $35  billion  for  wages  and  salaries  alone. 
Such  indications  as  higher  than  anticipated 
state  and  federal  tax  revenues  this  year  suggest 
that  income  for  1993  will  also  be  revised  up, 
though  probably  not  by  as  much.  Incomes  in 
1992  included  about  $20  billion  in  bonuses 
paid  early  to  avoid  1993's  higher  tax  rates. 

Overtime  working  remains  very  high  (in 
manufacturing  the  average  workweek  in  Octo- 
ber was  41.6  hours).  That  reinforces  the  view 
that  bosses  are  working  existing  staff  harder  and 
staying  cautious  about  adding  new  jobs.  But 
the  fact  is  that,  for  all  the  talk  of  layoffs,  there 
were  1 .6  million  more  nonfarm  jobs  in  Octo- 
ber than  at  the  start  of  the  year. 


They're  spending  the  mortgage  savings 

Reduced  interest  costs,  especially  on  mort-  savings  rate  remains  a  weak  4%  or  so. 
gages,  are  another  major  reason  consumers  have       A  further  indication  that  people  have  decid- 

more  money  to  spend.  Total  personal  debt  ed  to  splurge — maybe  just  to  make  themselves 

remains  high,  above  85%  of  total  disposable  feel  better — is  a  change  in  the  type  of  mort- 

income  (a  level  it  has  been  at  since  1989).  gage  now  being  taken.  In  the  last  couple  of  years 

However,  debt  service  is  now  around  16%  of  or  so,  there  was  a  sharp  swing  to  selecting  a  15- 

disposable  income,  high  historically  but  way  year  mortgage,  in  effect  a  form  of  forced  saving 

down  from  the  peak  of  18.5%  in  1990.  as  people  left  their  monthly  mortgage  pay- 

A  key  element  here  is  that  the  rush  to  refi-  ments  around  the  same  and  shortened  the  time 

nance,  plus  the  spurt  in  home  sales,  has  cut  the  before  the  mortgage  would  be  paid.  But  refi- 

overall  interest  rate  on  all  mortgages  (existing  nancing  using  15 -year  mortgages  peaked  at  41% 

plus  new)  to  8.25%,  down  from  well  over  10%  in  of  loans  in  the  third  quarter  last  year.  Now, 

1988.  This  adds  to  personal  income  an  extra  one  year  later,  over  half  of  all  refinancings  are 

$13  billion  this  year,  on  top  of  $17  billion  in  once  again  30-year  mortgages.  Refinancing  a 

1992,  estimates  David  Lereah,  chief  econo-  $100,000  30-year  from  a  10.5%  rate  down  to 

mist  of  the  Mortgage  Bankers  Association.  Ap-  today's  7.5%  rate  puts  $216  a  month  extra  into 

parently  people  are  spending  this  money:  The  a  family's  purse. 

Foreigners  vote  for  the  U.S.,  too 

Here's  another  insight  as  to  why  jobs  and  volved,  too.  In  chemicals,  Akzo  of  the  Nether- 
incomes — and  hence  spending — are  doing  lands,  and  BASF  of  Germany  are  to  build  new 
much  better  than  expected.  Work  is  being  plants.  As  are  Dainippon  of  Japan  and  Formosa 
switched  to  the  U.S.  from  abroad,  by  U.S.  com-  Plastics  of  Taiwan.  There  are  to  be  new  for- 
panies  and  especially  by  foreign  companies,  eign-owned  steel  minimills,  a  stamping  plant 
says  Joseph  G.  Carson,  chief  economist  of  Dean  and  a  welded-pipe  mill.  Hitachi  is  even  to 
Witter  Reynolds.  He  says  that  he  can  count  no  make  wide-screen  TV  sets  in  the  U.S.  and  Oki 
fewer  than  20  major  brand-new  investment  Electric  to  make  mobile  phones, 
projects  in  the  U.S.  that  have  been  announced         The  reason  for  this  is  that  the  U.S.  is  rein- 
by  foreign-owned  companies  this  year.  In  addi-  forcing  its  position  as  the  world's  low-cost  man- 
tion,  another  20  existing  foreign-owned  oper-  ufacturer.  The  latest  report  on  the  U.S.  econ- 
ations  here  are  being  expanded.  "And  there  are  omy  by  the  Organization  for  Economic  Coop- 
probably  many  more,"  he  says.  eration  &  Development  says  that  labor  costs 

The  auto  sector  is  top  of  the  list.  Honda  is  here  are  now  30%  less  than  the  average  for  the 

moving  Civic  and  Accord  production  here.  BMW  U.S.'  industrialized  trading  partners,  a  gap 

and  Mercedes-Benz  (see  p.  44)  have  an-  that  has  been  steadily  widening, 
nounced  new  plants.  Toyota  is  expanding,  so  is        Just  think  how  strong  the  economy  might 

Mitsubishi's  Diamond  Star  Motors,  and  Fuji  now  be  had  Congress  cut  taxes,  especially  on 

Heavy  Industries  is  transferring  all  Subaru  Lega-  capital,  and  trimmed  public  spending,  instead 

cy  production  here.  Other  sectors  are  in-  of  doing  just  the  opposite.  K» 
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Retail  sales  are  up  1.5%  for  October,  interest  rate; 
moving  off  their  lows,  and  Wall  Street  is  getting  nervoi 
inflation  about  to  turn  back  upr  "Not  in  the  near  futi 
says  Samuel  Kahan,  chief  economist  of  Fuji  Securiti 
Chicago.  Kahan  predicts  3%  inflation  over  the  nex 
months,  and  real  economic  growth  of  2%  to  3%. 
Consumer  Price  Index  rose  0.4%  (that's  about  5%  am 
ized )  in  October,  courtesy  of  a  federal  gas  tax  increase 
is  up  only  2.8%  from  a  year  ago.  The  Producer  Price  Ir 
which  gauges  wholesale  prices,  fell  0.2%  in  October. 


Other  key  rates 

Source 

Stt 

Prime  rate 

Chase  Manhattan  Bank 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

Index  of  leading  indicators  Sept  vs  Aug 

Dept  of  Commerce 

Trade  balance  12  months  ended  Aug  1993 

Oept  of  Commerce 

All-commodity  producer  price  index  Oct  vs  Sept* 

Dept  of  Labor 

GDP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Commerce 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

1  U.S. -based  manufacturers,  excludes  imports,  as  of  11/1*93. 2  Wholesale  goods. 3  Includes  M 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


Services    •  Total  index 


Inventories    •   New  orders 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  indexes  (1982-84  average=100) 

all  urban  consumers,  unadjusted  (Dept  of  Labor) 


270 


Manufacturers'  new  orders  and  inventories 


mill 


114 


140 


Industrial  production  index  (1887=100) 
seasonally  adjusted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned. 

unadjusted  (Dept  of  Commerce) 


3300 


3100 


2900 


2700 
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Personal  income  (Sbillions)  wage  and  salary 


430 


185 


310 


New  unemployment  claims  average  for  month 


(thousands). 


sonaily  adjusted  (Dept  of  Labor) 


175 


165 


155 


■ill 

Retail  sales  (Stallions), 

seasonally  adjusted  (Dept  of  Commerce) 


775 


760 


745 


730 


Consumer  installment  credit  (Stallions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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i  Help  The  North  Face  Satisfy  Their  Off-The  -Wall  Customers 


When  The  North  Face  wanted  to  make 
a  sleeping  bag  for  their  leading-edge  cus- 
tomers, they  turned  to  Hoechst  Celanese. 
Hoechst  Celanese  responded  with 
Polarguard,  a  remarkable  insulating  fiber 
that  weighs  next  to  nothing  and  retains 
warmth  down  to  30  below.  No  wonder 
companies  around  the  world  trust 
Hoechst  Celanese.  With  a  partner  like 
that,  who  wouldn't  get  a  warm  feeling? 

Hoechst  Celanese 


Face  name  is  a  registered  trademark  of  The  North  Face.  The  Hoechst  name  and  logo  are  registered  trademarks  of  Hoechst  AG. 
is  a  registered  trademark  of  Hoechst  Celanese  Corporation  for  continuous  filament  polyester  fiberf ill. 


Hoechst  M 

The  Name  Behind  The  Names  You  Know 


Goldman,  Sachs  is  smashing  profit  records  this  year.  Even  the  greenest 
of  its  161  general  partners  should  net  more  than  $5  million. 

Top  this, 
if  you  can 


By  Robert  Lenzner  and  Riva  Atlas 

Records  are  being  broken  on  Wall 
Street  this  year,  but  here's  one  for  the 
Guinness  Book  of  World  Records: 
Goldman,  Sachs  &  Co.,  one  of  the 
few  private  partnerships  left  on  Wall 
Street,  is  in  line  to  make  about  S2.6 
billion  pretax  when  the  vear  ends 
Nov.  30. 

Let's  put  that  nice  little  number  in 
perspective.  Since  Goldman  is  a  pri- 
vate partnership,  it  pays  a  relatively 
modest  corporate  income  and  unin- 
corporated business  tax — probably 
less  than  S400  million  this  year.  Even 
if  the  S2.6  billion  were  fully  taxed, 
Goldman  would  still  earn  maybe  SI  .2 
billion,  most  likely  outearning  such 
corporations  as  Colgate-Palmolive, 
Bankers  Trust  and  Microsoft. 

The  final  numbers  aren't  in  yet, 
but  Goldman's  S2.6  billion  appears 
to  be  in  the  bag.  For  the  first  nine 
months  of  1993  Goldman  made 
S2.3  billion  pretax,  according  to  fig- 
ures the  firm  provided  the  Canadian 
Bond  Rating  Service.  This  was  a  tre- 
mendous leap  from  just  S940  million 
in  the  same  nine  months  of  1992. 
Over  the  past  five  years  Goldman's 
pretax  earnings  have  increased  at  an 
annual  compound  growth  rate  of 
more  than  25%. 

One  of  Goldman's  closest  Wall 
Street  rivals  in  profitability  is  Merrill 
Lynch.  For  the  first  nine  months  of 
this  year  Merrill's  pretax  income  was 
SI. 8  billion,  but  in  revenues  and  in 
capital  employed  Merrill  is  much 
bigger. 

Even  the  least  of  Goldman's  161 
general  partners  should  earn  about 


S5  million  in  partnership  shares  for 
1993,  but  they  draw  salaries  that  are 
modest  by  Wall  Street  standards; 
they  are  required  to  keep  most  of 
their  compensation  in  the  firm  until 
they  leave  or  retire. 

Even  with  all  this  plowback, 
Goldman's  expanding  business 
seems  insatiable  in  its  need  for  capi- 
tal. So  Goldman  has  asked  the  Labor 
Department  for  permission  to  raise 
money  from  private  pension  fund 
clients  of  the  firm.  It  has  already 
taken  in  a  fairly  large  amount  of 
outside  institutional  money:  Sumi- 
tomo Bank  Capital  Markets  (S585 
million  );  a  group  of  insurance  com- 
panies (  S555  million);  the  Kameha- 
meha  Schoois/Bernice  Pauahi  Bish- 
op Estate  (S280  million). 

The  need  for  yet  more  capital  to 
finance  its  explosive  growth  may 
mean  a  public  offering  in  the  next 
several  years.  What  would  Goldman 
be  worth  as  a  public  company?  The 
numbers  are,  again,  staggering.  As- 
suming a  net  of  SI. 2  billion  and  a 
price/earnings  ratio  of  12,  Goldman 
would  have  a  market  capitalization  of 
S14.4  billion. 

Not  only  would  going  public  give 
Goldman  access  to  equity  capital  that 
is  relatively  cheap  in  the  current  bull 
market,  but  overnight  it  would  make 
Goldman's  partners  even  wealthier  on 
paper.  But  top  management  is  against 
going  public.  Stephen  Friedman, 
chairman  and  senior  partner,  vetoed 
the  idea  at  the  most  recent  partners' 
meeting. 

Whence  comes  this  astounding 
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oldman  outdoes  itself  and  the  competition 


npany 

Total 

Pretax 

Return 

Total 

Recent 

Price/ 

Dividend 

equity 

income 

on 

revenue 

price 

earnings 

yield 

($mil) 

($mil) 

equity 

($mil) 

ar  Stearns 

$1,954 

$684 

35.0% 

$3,024 

21% 

6.7 

2.8% 

dman  Sachs* 

4,500 

2,600 

57.8 

11,000 

NA 

NA 

NA 

rrill  Lyncht 

5,415 

2,189 

40.4 

15,346 

91% 

8.2 

1.7 

rgan  Stanley  Group 

3,900 

1,147 

29.4 

8,890 

75% 

8.4 

1.4 

omon 

4,800 

906 

18.9 

8,190 

43Va 

10.5 

1.5 

I  figures  are  Forbes  estimates.    tDoes  not  reflect  2-for-l  split  on  Nov.  26.    NA:  Not  available. 


1%  return  on  equity  capital  is 
envy  of  Wall  Street.  The  culture 
laying  private  and  hungry 
>  off  for  161  general  partners.  But 
nsatiable  need  for  more  capital 
Id  mean  a  public  offering  someday. 
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earning  power?  Goldman,  Sachs  & 
Co.,  once  strictly  a  domestic  bank,  has 
bootstrapped  itself  into  becoming  a 
global  player,  compared  with  com- 
petitors who  have  tried  to  dominate  a 
region  or  a  more  limited  number  of 
product  lines. 
|  No  one  else  may  be  as  powerful 
f  across  the  board  in  fixed -income  and 
§  equity  trading,  foreign  exchange, 
debt  and  equity  financing,  investment 
research  and  servicing  high-income 
brokerage  clients.  Not  even  Merrill 
Lynch,  Morgan  Stanley  or  Salomon 
Brothers  has  such  geographical  diver- 
sification of  revenue  streams.  "The 
more  global  the  business,  the  more 
dominant  we  have  become,"  says  a 
Goldman  partner  who  asked  to  re- 
main anonymous. 

Much  of  Goldman's  brilliant 
showing  this  year  owes  to  bold  but 
well-thought-out  bets  on  the  direc- 
tion of  global  central  bank  policies. 
Many  central  banks,  the  U.S.  Fed 
among  them,  have  made  short- 
term  money  cheap  in  order  to  stim- 
ulate sluggish  economies.  As  a  re- 
sult, Goldman  had  the  wind  at  its 
back  all  year,  borrowing  short,  in- 
vesting long,  as  the  cost  of  borrow- 
ing money  dropped  in  Japan,  the 
U.S.,  Germany,  France  and  Italy. 
Goldman  made  a  bundle  on  carry 
alone — the  difference  between  the 
cost  of  borrowing  and  the  yield  on 
the  securities  held.  Just  in  the  first 
six  months  it  coined  $258  million 
on  carry,  compared  with  only  $51 
million  in  the  year-earlier  period. 

Goldman's  vast  experience  in  de- 
rivatives trading  enabled  it  to  leverage 
its  bets  on  the  direction  of  interest 

Goldman,  Sachs'  Stephen  Friedman 
The  global  powerhouse  hits 
on  all  cylinders  in  1993. 


rates.  Its  volume  of  financial  futures, 
options  and  swaps  rose  by  36%,  to 
over  $1  trillion  by  May. 

But  Goldman  apparently  makes 
even  more  money  speculating  for  its 
own  account  than  it  does  as  an  agent 
for  others.  Here's  proof.  In  the  first 
six  months  of  1993  its  commission 
income  from  all  customer  buying  and 
selling  rose  32%,  while  revenues  from 
marketmaking  and  principal  transac- 
tions jumped  about  50%. 

In  the  third  quarter,  Goldman 
ranked  first  in  managed  Furobond 
offerings  and  completed  m&a  transac- 
tions. It  also  ranked  high  in  interna 
tional  equity  offerings. 

Even  Goldman's  problems  proved 
profitable  this  year.  When  the  Clinton 
Administration's  antitrust  regulators 
told  Goldman's  Water  Street  Corpo- 
rate Recovery  Fund  to  sell  one  of  its 
gypsum  holdings,  it  liquidated  its  Na- 
tional Gypsum  position  at  a  substan- 
tial profit  of  $73  million.  But  it  held 
on  to  a  much  larger  investment  in  usg 
Corp.  This  investment  is  now  worth 
some  $375  million,  more  than  double 
what  the  stock  traded  for  when  the 
company  came  out  of  bankruptcy. 

There's  only  one  thing  wrong  with 
this  picture:  How  can  Goldman  ever 
top  1993? 

It  will  be  tough,  but  the  incentives 
are  there  for  Goldman's  workaholic 
partners.  There  may  be  no  other 
place  on  Wall  Street  where  a  young 
financier  can  become  financially  in- 
dependent in  a  shorter  period  of 
time.  Becoming  financially  indepen- 
dent at  a  relatively  young  age  means 
that  partners  can  often  retire  by  their 
early  50s,  making  room  for  the  ag- 
gressive Young  Turks  coming  up 
below  them. 

This  is  a  healthy  development  and 
a  powerful  argument  for  remaining  a 
private  partnership.  MB 
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Worked  hard  all  my  lifetime,  no  help  from  my  friends. 
So,  oh  Lord,  won't  you  buy  me  a  Mercedes-Benz? 

— Janis  Joplin,  1970 

The  new  Zeitgeist 
at  Daimler-Benz 


By  Jerry  Flint 

WHA1  vol"  COULD  have  said  about 
Detroit  in  the  1980s  has  become  true 
of  Germany's  Daimler-Benz  AG,  pro- 
ducer of  the  tamed  Mercedes-Benz: 
cars  too  big,  prices  too  high  and 
under  assault  from  the  Japanese.  With 
inevitable  results:  red  ink,  dividends 
threatened,  employment  slashed. 

Daimler-Benz's  worldwide  car 
sales  peaked  in  1987  at  600,000; 
truck/bus  volume  peaked  at  almost 
300,000  in  1991;  and  dollar  sales 
peaked  last  year  at  $66  billion.  By 
American  accounting  rules  Daimler 
lost  more  than  $1  billion  in  the  first 
nine  months  of  this  year  and  is  head- 
ing for  its  first  reported  loss  year  in 
103  years  of  business.  Daimler  shares, 
newly  listed  on  the  New  York  Stock 
Exchange,  are  off  nearly  40%  from 
their  1986  high. 

All  this  is  bad  enough.  Even  more 
humiliating,  BMW  is  now  outselling 
iMercedes  for  the  first  time  at  home 
and  abroad  (see  chart). 

U.S.  automakers  tackled  similar 
problems  of  costs  a  half  decade  and 
more  ago  and  are  now — thanks  in  part 
to  a  strong  yen — price  competitive 
and  more  with  the  Japanese.  Why  did 
Daimler  wait  until  now? 

"We  needed  a  crisis,"  Jiirgen  Hub- 
bert,  who  runs  the  Mercedes  passen- 
ger car  division,  tells  FORBES,  "to 
make  [Daimler's  problems]  clear  to 
everyone  on  the  line." 

The  company's  plan  for  dealing 
with  the  crisis  looks  solid.  It  involves: 

Part  I:  De -Germanize.  "Step  by 
step,  this  company  will  move  away 
from  its  German  roots,"  Edzard  Reu- 
ter,  Daimler's  chief  executive,  stated 
as  the  company  celebrated  joining  the 
New  York  Stock  Exchange. 


The  $130,000  S600  (top) 

and  the  new  C-class  sedan 

Too  much  versus  just  enough. 


De-Germanize  means  exactly  that. 
Mercedes  will  now  produce  cars  in 
many  countries,  raise  capital  where  it 
can  do  so  most  efficiently  and  do 
research  on  a  global  basis.  The  listing 
on  the  NYSE  was  both  symbol  and 
instrument  of  that  determination. 

A  new  sports/utility  vehicle,  a  la 
Jeep,  is  to  be  built  at  a  new  S300 
million  plant  in  Alabama.  A  van  ex- 
pected in  1995  will  be  built  in  Vitoria, 
Spain.  A  Mercedes-like  car  will  be 
built  under  license  by  SsangYong 
Motor  Co.,  South  Korea. 

Each  of  these  foreign  projects  sends 
an  unambiguous  message  to  Daim- 
ler's unions — that  S28-an-hour  Ger- 
man labor  must  now  compete  with 
labor  around  the  world.  Will  the 
unions  buy  the  message?  Not  without 


grousing  but,  like  the  UAW  here 
Germans  don't  have  much  choic 

Part  II:  Develop  a  new  produ 
and  product  strategy.  The  old 
cedes  way  was  to  build  vvhateve 
engineers  wanted,  then  add 
markup.  For  decades  the  str 
worked:  Mercedes  cars  were  si 
the  best,  and  people  who  vvantc 
best  would  pay  whatever  it  to< 
have  a  Mercedes  in  their  driv< 
This  Zeitgeist  culminated  in  the 
sedan,  priced  at  5130,000  and  s< 
slowly  against  Japanese  and  U.S 
ury  cars.  "We're  selling  15,00] 
class  cars  |  at  an  average  of  $9C 
each.  That's  a  marketing  Shazarr 
to  say  you  can  sell  25,000  is  unr 
tic,"  savs  Michael  Jackson,  exec 
vice  president  of  Mercedes  Bei 
North  America. 

In  place  of  the  engineering  at 
price  strategy,  Mercedes  brass 
crafted  a  more  up-to-date  poli 
targeting  specific  market  segr 
with  specific  products  at  compe 
prices.  This  is  old  stuff  in  Detroi 
so  long  as  it  was  above  the 
Daimler  could  ignore  it. 

Daniel  Jones,  a  professor  of  n 
industry  management  at  the  Uni 
ty  of  Wales,  predicts  German 
neers  will  learn  new  ways.  "No^ 
Mercedes  people  are  saying  to  | 
engineers],  'Why  do  we  need  l 
this  so  expensively?  Can't  you 
neers  find  a  cleverer  way?'  Thi 
nice  technical  challenge  for  then 
kind  the  Germans  like." 

Even  before  announcing  the  r; 
new  strategy,  Helmut  Werner, 
took  control  of  Mercedes- Ben; 
year,  and  Hubbert,  his  car  de 
had  begun  facing  up  to  its  cost  ] 
lems.  They  introduced  the  C 
line,  Mercedes'  smallest  cars,  p 
like  the  old  models  at  $30,00( 
S35,()00  in  the  U.S.  Yet  the  ne 
class  cars  look  better  and  drive  b 
But  because  so  much  cost  has 
wrung  out  of  the  production  pr< 
Mercedes  makes  more  morte 
them,  says  Hubbert.  He  adds  tl 
recently  as  four  years  ago,  Merc 
production  costs  were  30%  to 
higher  than  Japanese  costs.  Imp 
discipline  on  the  designers  and 
neers,  cutting  back  the  work  I 
funneling  more  work  to  supplie 
the  tricks  of  lean  production,  ha\ 
that  disadvantage  in  half.  Em 
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Revenues 


Revenues . 


it  at  Mercedes  in  Ger- 
ly  is  being  cut  20%  over 
:e  years,  nearly  40,000 
145,000  by  the  end  of 
tyear. 

ut  cutting  costs  is  only 

:  of  the  strategy.  At  least 

nportant,  the  company 
at  last  become  a  full- 
producer,  turning  out 
for  nearly  every  major 

ket  segment.   In  the 

;line  besides  the  Jeep- 
vehicle  are  traditional 
cars,  vans  and  a  fuel- 

gy    minicar  (priced, 

.BES       guesses,  at 

,000 )  nicknamed  the 

ty  Slicker. ', 

lercedes-Benz  boss 
•ner  explains  why:  "The 
itional  vertical  market 
cture,  defined  by  en- 
:  size,  is  increasingly 
ng  way  to  a  horizontal 
ket  structure.  Mercedes 
to  gear  itself  to  a  future 
ket  structured  primarily 
ind  a  diversity  of  vehicle 
cepts.  '85 
We  are  attacking  the 
inese  niches  with  tech- 
lly  superior,  consumer- 
nted  products." 
s  with  any  brand  exten- 

in  any  business,  there 
hazards  to  taking  a  lux- 

brand  down  market. 
Helmut  Werner  and  his 
:agues  in  Stuttgart  can 
:  some  encouragement 
n  the  early  voting  on  the 
■  C-class  cars.  Typical  is 
from  Autoweek: 
lere  is  a  chassis  [in  the 
lass  car]  that  feels  like 
milled  from  a  single  bil- 
.  .  .  They  have  a  sub- 
ce  no  maker  has  been 

to  replicate.  .  .  .  That 
ngible    Mercedes-Benz  quality 
iously  costs  money:  Now  it  costs 

than  a  Lexus."  Better  yet,  in 
ober,  with  the  new  C-class  scor- 

Mercedes  outsold  bmw  across 
ope. 

s  it  reengineers  its  car  division, 
i  is  the  rest  of  Daimler  doing? 
"cedes  is  the  leading  heavy  truck 
;er  in  Europe,  and  business  is  hurt 
he  recession.  But  Mercedes  also  is 


The  company,  the  problems 
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Revenues  

Operating  profits. 
Employees  
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_  $176.7  million 
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The  diversification  strategy  is  hurt  by  recession, 
defense  cutbacks  and  competition.  Under  U.S. 
accounting  rules,  Daimler  is  now  losing  money. 


the  industry  leader  in  the  U.S. 
through  its  acquisition  (1981)  and 
buildup  of  Freightliner,  and  business 
here  is  strong. 

Elsewhere  the  company  is  trou- 
bled. In  the  1980s  Edzard  Reuter 
decided  that  Daimler-Benz's  future 
lay  beyond  vehicles,  in  technology — 
electronics  and  aerospace.  He  was  not 
the  first  carmaker  to  come  to  this 
conclusion.  Remember  Ford's  Tri- 


motor?  Chrysler's  Gulf- 
stream  ?  gm's  Frigidaire; 
Hughes  and  EDS,  which  GM 
bought  in  the  1980s? 

In  1985  Reuter  bought 
AEG,  a  maker  of  consumer 
and  industrial  electrical 
products.  Encouraged  by 
the  German  government's 
ambition  to  create  a  serious 
aerospace  industry,  Reuter 
also  undertook  to  put  to- 
gether dasa — for  Deutsche 
Aerospace — from  Messer- 
schmitt,  Dornier,  Fokker, 
Airbus  (38%).  A  $5  billion 
financial  services  business, 
debis,  rounds  out  Daim- 
ler's holdings. 

Today  these  companies 
account  for  a  third  of 
Daimler's  $60  billion  reve- 
nues. But  only  debis  is  prof- 
itable. Deutsche  Aerospace 
sales  are  running  10%  under 
last  year's — as  defense  and 
civil  aviation  fall — and  it  is 
expected  to  lose  money 
next  year,  too.  Its  boss,  Jiir- 
gen  Schrempp,  a  Mercedes 
truck  veteran,  is  chopping 
costs,  ordering  six  plants 
closed  and  16,000  jobs 
eliminated  over  the  next 
two  years. 

AEG  is  in  worse  trouble. 
Started  a  century  ago  as  an 
Edison  licensee  making 
light  bulbs,  today  AEG  is  a 
hodgepodge,  grossing  $7 
billion  last  year,  selling 
equipment,  power  trans- 
mission and  electrical 
equipment,  microelectron- 
ics, appliances,  locomo- 
tives, escalators. 

Now  65,  the  architect  of 
this  diversification,  Edzard 
Reuter,  has  been  chief  exec- 
utive since  1987  and  is  ex- 
pected to  retire  by  the  end  of  1995. 
Whoever  follows  Reuter  (Deutsche 
Aerospace's  Jurgen  Schrempp  and 
Mercedes-Benz's  Helmut  Werner  are 
the  current  favorites)  may  decide  to 
recommend  shedding  the  diversity  to 
concentrate  on  cars.  For  now  the  task 
is  persuading  a  huge  bureaucracy  and 
labor  unions  what  top  management 
has  already  grasped:  that  the  easy  days 
are  over.  Wt 
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Samuel  Lieber's  Evergreen  Global  Real  Estate  Eund  is 
up  60%  in  12  months.  Lieber  thinks  the  world  real  estate 
turnaround  is  still  in  its  early  stages. 

The  best 
is  yet  to  come 


By  Robert  Lenzner 

Has  THE  GLOBAL  real  estate  market 
finally  emerged  from  its  deep,  four- 
year- long  slump?  It  has  for  holders  of 
the  Evergreen  Global  Real  Estate  Eq- 
uity Fund,  one  of  the  few  mutual 
funds  investing  in  real  estate  securi- 
ties. The  Purchase,  N  Y. -based  fund, 
with  assets  of  $134  million,  is  up  a 
stunning  60%  over  the  past  12 
months  from  its  investments  in  pub- 
licly held  property,  home  building, 
construction,  hotel  and  factory  outlet 
chains  horn  New  Zealand  to  the 
Netherlands.  It  is  part  of  the  Ever- 
green Fund  group,  whose  investment 
manager,  Lieber  &  Co.,  founded  in 
1970,  is  soon  to  be  acquired  for  about 
SI 20  million  by  First  Union  Bank, 
the  nation's  ninth-largest  bank,  head 
quartered  in  Charlotte,  N.C. 

What  convinced  Samuel  Lieber, 
the  37  year-old  fund  president,  that 
real  estate  had  finally  turned? 

He  figured  the  bottom  had  come 
w  hen  the  Japanese  began  cranking  up 
their  economy  in  August  1992  by 
trying  to  stimulate  the  housing  mar- 
ket. Then,  in  the  fall  of  1992,  the 
sharp  decline  in  European  interest 
rates  triggered  a  rise  in  residential 
housing  prices.  Lieber  began  to  accu- 
mulate positions  in  Japanese  real  es- 
tate brokers  and  property  managers 
like  Kansai  Sekiwa,  an  Osaka-based 
firm  that  was  selling  at  a  far  cheaper 
multiple  than  comparable  Tokvo  con- 
dominium builders. 

Later  he  loaded  up  on  home  build- 
ers like  Kampa  Haus  AG,  a  German 
builder  of  prefabricated  housing  that 
is  perfectly  positioned  to  fill  the  burst- 
ing need  for  private  homes  in  the 
former  East  Germany  by  utilizing  its 
massive  real  estate  holding.  Kampa- 


Haus  is  selling  at  about  20  I 
earnings,  though  it  is  grow  ing  at : 
than  a  25%  rate  and  has  a  2Vi 
backlog  of  orders  for  separate  si 
ing  homes.  By  comparison,  large 
man  construction  companies,  v 
are  trying  to  fill  the  demand  for 
dential  and  commercial  quarter: 
trading  at  around  30  times  earn 
"As  rates  continue  to  come  do\ 
Germany,  this  stock  is  going  thr 
the  roof,"  says  Lieber. 

An  even  purer  play  on  East  Ei 
is  Maculan  Holding  Co.,  an  Au< 
construction  company  that  gets 
its  revenues  from  providing  hoi 
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[the   former]   East  Germany." 
ber  is  convinced  that  the  housing 
Dm  in  eastern  Germany  will  last  for 
>ng  time.  "This  is  just  the  start  of  a 
■-year  takeoff,"  he  says.  This  is 
ause  substantive  tax  changes  are 
ividing  incentives  to  purchase  real 
ite  in  the  former  East  Germany, 
rhe  Maculan  firm  also  has  con- 
:ts  to  build  apartment  buildings  in 
»scow,  reserved  for  Red  Army  offi- 
5,  w  hich  are  being  financed  by  the 
rman  government  through  the 
'man  Credit  Bank  for  Reconstruc- 
i — part  of  the  price  the  Germans 
i  to  get  the  Russians  out  of  East 
Germany.  Also  in  Eastern 
"if  Europe,  Maculan  has  con- 
|  structed    office  buildings 
|  and  hotels  in  Budapest,  and 
a  hotel  in  Warsaw.  It  sells  at 
1,250  Austrian  shillings,  or 
about  $110  a  share,  at  a 
price/earnings  multiple  of 
16  times. 

In  the  U.S.,  Lieber  pre- 
fers REITs  specializing  in 
residential  properties,  pri- 
marily in  the  Southwest. 
Favorites  are  Property 
Trust  of  America,  which 
benefits  from  people  mov- 
ing to  the  Southwest;  Post 
Properties,  which  builds 
upmarket  apartments  with 
award-winning  landscap- 
ing in  Georgia  and  Florida; 
and  Continental  Homes, 
the  biggest  home  builder  in 
Phoenix.  "The  stock  is  un- 
dervalued because  of  the 
limited  float,"  says  Lieber. 
It  sells  at  a  recent  21%  and 
will  earn  around  $2.05  per 
share  in  the  year  ended 
June  1994. 

In  Argentina  he  owns 

^Irsa,  a  company  39%  owned 
by  George  Soros,  which 
buys  old  buildings  and  ren- 
ovates them  into  apart- 
ments. Irsa's  global  deposit 
shares  are  selling  at  around 
26,  or  24  times  earnings. 

Note  that  Lieber  isn't 
buying  into  many  compa- 
nies involved  in  commercial 

Evergreen's  Samuel  Lieber 
Lots  of  upside. 


real  estate — just  residential.  He  ex- 
plains: "In  the  early  stages  of  an  eco- 
nomic rebound,  the  underlying  de- 
mand for  rentals  brings  these  property 
values  back.  The  inherent  demand  is 
stronger  for  residential  property  than 
for  office,  industrial  or  even  retail 
property.  Residential  demand  ...  is 
inherently  more  stable,  and  is  regulat- 
ed by  issues  of  affordability  and  desir- 
ability of  lifestyle  choices." 

Evergreen's  portfolio  is  only  35%  in 
the  U.S.  and  65%  abroad,  because 
Lieber  feels  the  economy  here  will 
grow  only  2.5%  to  3%  over  the  next 
few  years,  while  he  expects  far  better 
of  Southeast  Asia,  Japan  and  Europe. 
Lieber  owns  164  stocks  in  22  coun- 
tries, though  he  admits  "it's  not  easy 
to  keep  close  track  of  them  all,  even 
with  four  trips  abroad  each  year.  We 
can't  anticipate  political  problems  like 
the  Tiananmen  Square  riots,  when  we 
lost  20%  to  50%  on  individual  stocks. 
We  also  got  caught  in  Queens  Moat  [a 
British  hotel  chain  with  severe  finan- 
cial difficulties]." 

It's  easier  for  Lieber  to  stay  on  top 
of  new  trends  at  home.  For  example, 
he  sees  big  potential  in  a  specialized 
kind  of  REIT  that  develops  and  owns 
discount  factory  outlet  malls  that 
lease  space  to  brand-name  clothing 
manufacturers.  Similar  to  other  REITs, 
these  factory  outlet  chains — like  Tan- 
ger  Factory  Outlet  Centers,  Factory 
Stores  of  America,  McArthur/Glen 
Realty  Corp.  and  Chelsea  gca  Realty, 
pass  through  to  investors  a  very  large 
portion  of  their  income  as  a  cash 
dividend. 

The  growth  in  off-price  merchan- 
dising of  brand-name  products  like 
Hanes  hosiery  and  Phillips-Van  Heu- 
sen  shirts  has  been  spectacular.  Fac- 
tory outlet  centers  have  healthy  sales 
per  square  foot — up  from  $250.  New 
public  offerings  underwritten  by  J. P. 
Morgan  Securities  and  Smith  Barney 
Shearson  have  been  heavily  oversub- 
scribed. While  the  fad  is  getting 
frothy,  Lieber  is  bullish  for  the  next 
two  years. 

"This  niche  hasn't  been  fully  ex- 
ploited yet  by  investors  looking  for 
dividend  yield  and  growth,"  says 
Lieber.  "These  chains  are  expanding 
square  footage  by  20%  to  30%  a  year, 
yield  over  5%  and  for  the  most  part  sell 
at  a  12-to-14-times  multiple  of  cash 
flow." 


While  he  has  invested  quite  heavily 
in  outlet  mall  REITs,  Lieber  won't 
touch  conventional  REITs.  Says  he: 
"Many  of  these  REITs  sell  at  10%  to 
30%  above  the  value  of  their  underly- 
ing real  estate,  because  yield-hungry 
funds  have  bid  up  their  price.  They 
don't  care  about  asset  value.  Many 
mutual  funds,  including  utility  stock 
funds,  are  buying  REITs  to  capture 
yield." 

He  does  own  Taubman  Centers 
REIT  as  a  recovery  candidate,  but 
points  out  that  it  currently  has  a  10% 
to  15%  vacancy  rate.  Lieber  is  skepti- 
cal about  upcoming  mega-IPOs  from 
Edward  DeBartolo  and  the  Simon 
Property  Group,  in  that  he  feels  it  is 
not  clear  whether  they'll  be  able  to 
generate  sufficient  growth. 

A  special  situation  in  the  fund  is 
Alexander's,  the  now  defunct  New 
York  retailer  that  still  owns  a  lot  of 
valuable  locations.  He  expects  to  see 
its  vacant  sites  gradually  rented  out. 

Alexander's,  Lieber  feels,  can  gen- 
erate $6  a  share  in  cash  flow  sometime 
in  the  next  18  months.  "Since  most 
REITs  sell  at  13  to  20  times  cash  flow, 
there's  a  great  deal  of  upside  here." 
Alexander's  recent  price,  58. 

But  Asia's  the  place  that  has  him 
really  keyed  up.  He  owns  Asiatic  De- 
velopment, a  Malaysian  property 
company  with  land  adjacent  to  the 
proposed  new  Kuala  Lumpur  airport. 
A  huge  hotel  and  office  building  cen- 
ter is  planned  there.  He  owns  Tachihi 
Enterprise  Co.  Ltd.,  which  owns  a 
large  parcel  of  land  just  outside  of 
Tokyo  that  Lieber  expects  will  be- 
come a  satellite  business  and  residen- 
tial center  connected  to  Tokyo's  hub 
by  a  monorail.  The  shares,  which  once 
sold  at  12,000  yen  each,  are  now 
around  4,800  yen. 

In  China,  Lieber  likes  Shangri-la 
Asia,  Ltd.,  a  chain  of  16  hotels,  bound 
to  benefit  from  increased  business 
travel  and  tourism. 

Commercial  real  estate  in  the  U.S.? 
Lieber  is  in  no  huny  to  make  commit- 
ments. He  says:  "The  vacancy  rates  on 
the  commercial  side  in  the  U.S.  are 
exceeded  only  in  the  U.K.  and  Austra- 
lia." But  this,  too,  will  turn:  "As  we 
work  through  the  excesses  of  the 
Eighties,  the  imbalances  between 
supply  and  demand  are  going  to  be 
corrected  as  economies  worldwide  re- 
bound." DM 
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What  happens  when  oilmen  have  more  tax  writeoffs 
than  they  can  use?  There's  always  helpful  Wall  Street. 

Vacuum  filler 


By  Toni  Mack 

Chari  i  s(Chai)  j  Wi-.iss  calls  himself  a 
Republican,  but  he  likes  a  couple  of 
things  about  Democrats.  "Jimmy 
Carter  thought  we  were  running  out 
of  natural  gas,  so  he  made  some  tax 
credits  lor  gas,"  says  Weiss,  an  invest- 
ment banker  at  Primerica  Corp.'s 
Smith  Barney  Shearson.  "And  Bill 
Clinton  got  everyone  focused  on  per- 
sonal income  taxes  again." 

New  tax  rates  and  old  tax  credits 
have  created  a  booming  demand  for 
a  new  investment  security  concocted 
by  Weiss.  The  product  is  a  new  twist 
on  the  old  royalty  trust.  So  far  this 
year  these  new  trusts  have  trans- 
ferred $249  million  worth  of  natural 
gas  tax  credits  from  companies  that 
can't  use  them — like  Williams  Cos. 
and  Burlington  Resources  Inc. — to 
wealthy  individuals  w  ho  can.  Here's 
how  they  work: 

You  stan  with  a  plain  vanilla  royalty 
I  rust.  An  oil  company  assigns  the 
royalties  on  specified  properties  to  a 
trust .  Then  the  company  sells  units  in 
the  trust  to  the  public.  The  unit- 
holders generally  receive  as  income  all 
the  cash  generated  from  the  sale  of  oil 
and  gas  from  the  properties,  less  the 
direct  cash  costs  of  production.  Unit- 
holders may  owe  taxes  on  this  in- 
come, but  the  trust  pays  no  corporate 
income  tax — no  double  taxation  of 
income.  Moreover,  depletion  allow- 
ances and  other  tax  deductions  flow 
straight  through  to  the  unitholders, 
who  can  apply  them  to  their  personal 
tax  returns. 

Chad  Weiss'  twist  was  to  marrv  the 
standard  royalty  trust  concept  to  so- 
called  Section  29  (of  the  tax  code 
tax  credits.  These  credits  were  en 
acted  by  Congress  in  1980  to  spur 
production  of  gas  from  noncon- 
ventional  sources,  such  as  tight 
sands  (extra-dense  rock)  and 
coal  seams.  To  get  the  cred- 
its, oilmen  drilled  thou- 
sands of  nonconventional 
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gas  wells  through  the  end  of  1992, 
the  deadline  to  qualify.  They'll  get 
Section  29  credits  for  all  the  gas  pro- 
duced from  those  wells  through  the 
end  of  2002. 

But  there  was  a  rub:  Cas  producers 
already  generate  so  many  deductions 
that  most  of"  them  can't  use  their 
Section  29  credits.  As  a  result,  hun- 
dreds of  millions  of  dollars  in  Section 
29  credits  w  ere  lying  around  idle,  in  >t 
reducing  anyone's  taxes. 

Wall  Street  abhors  such  vacuums. 
So  last  year  (  had  Weiss  worked  w  ith 
Tulsa  based  Williams  Cos.  to  form  a 
royalty  trust  for  144.5  billion  cubic 
feet  of  Williams'  Section  29  gas.  Last 
January  Williams  sold  nearly  6  million 
units — keeping  3.7  million  units  it- 
self— of  the  Williams  Coal  Seam  Gas 
Royalty  Trust  to  the  public  at  S20  per 
unit.  That's  far  more  than  if  Williams 
had  sold  those  reserves  to  another  oil 
company. 

It  wasn't  a  bad  deal  tor  the  early 
unitholders,  either.  Since  the  offer- 
ing, Williams  units  have  traded  as 
high  as  29V4  and  recently  sold,  on  the 
New  York  Stock  Exchange,  for 
around  25,  a  25%  gain.  Each  unit  will 
pay  out  around  $2  this  year,  for  an 
indicated  cash  yield  of  8%.  And  each 
unit  carries  some  S4  worth  of  deple- 
tion allowances. 

But  the  star  attraction  is  Jimmy 
Carter's  Section  29  income  tax  cred- 


its. Each  Williams  unit  carries 
credits  worth  about  SI. 90.  Thest 
credits,  not  deductions;  the\  < 
your  tax  liability  dollar-for-dollai 
Kevin  McCarthy,  a  Paine  We 
investment  banker  who  has  wo 
on  Section  29  royalty  trust  deals 
plains  how  individual  taxpayers 
these  trust  units. 

"Sav    your    taxable  incom< 
$300,000,"  says  McCarthy.  "' 
regular    tax     liability  would 
S99,570."  Your  goal,  says  McCa 
would  be  to  reduce  your  liabilit 
the  alternative  minimum  tax  1 
That's  a  liability  of  $80,500.  Sc 
idea,  savs  McCarthv,  is  to  cut 
liability  by  S19,070.  How ■?  Ifvou 
10,037  Williams  units,  the  SI 
per-unit    Section    29  credit 
$19,070  off  your  tax  bill. 

Here's  another  way  to  look  at  t 
units.  They  currently  trade  foi 
each  and  yield  8%.  But  factoring  ii 
savings  from  the  tax  credit  and 
depletion  allowance,  the  real  aft< 
yield  is  around  18%.  (Over  time, 
yield  will  fall  as  production  and  d< 
tion  allow  ances  decline. 

Doesn't  the  tax  code  forbid 
selling  of  tax  credits?  Yes,  but, 
Williams  Cos.  President  Keith  B; 
"We  didn't  sell  tax  credits.  We 
gas  that  happens  to  have  tax  cr 
attached."  An  IRS  ruling  last  Ju 
effect  blessed  the  Section  29  tr 
Three  other  companies  have  bun 
up  some  of  their  Section  29  gas 
royalty  trusts:  Eastern  American 
ergy  Corp.,  Burlington  Resouro 
Seattle  and  Houston -based  T 
Energy  Advisors.  Investment  bar 
are  scouring  the  industry — from  j 
Amoco  down  to  little  Devon  E 
gy — for  more  Section  29  gas  to  s 
Two  caveats.  Eirst,  portions  oi 
cash  distribution  and  the  depk 
allowance  are  a  return  of  ca[ 
which  reduces  the  basis  value  ol 
units.  If  a  unit  is  sold  for  more 
the  reduced  asset  value,  the  i 
holder  must  pay  taxes  on  the  exc 
Second:  Gas  prices  have  I 
strong  recently  and  trust  payouts 
been  rising.  If  gas  prices  sink, 
Section  29  credits  probably  w 
be  affected,  but  the  cash  di 
buttons  will  most  likely 
slashed  and  the  market  pri< 
J  the  units  will  drop.  No  risl 
tax  credit. 
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lie  one  on. 


I  1 

This  holiday  season,  some  150  million  people  will  "Tie  One  On  For  Safety'""  by  attaching  a  bright  red  ribbon 
to  their  car  antenna  or  side  mirror.  It's  part  of  an  overall  effort  developed  by  MADD  (Mothers  Against  Drunk 
Driving)  and  sponsored  by  The  Good  Hands  People  of  Allstate,  promoting  safe,  sober  driving. 

See  your  Allstate  Agent  now  for  your  complimentary  red  ribbon,  and  tie  one  on  to  express  your  commitment 
to  make  our  roads  safer  for  everyone.  Working  together,  we  can  1^  nr\r\A       r\  A  o 

help  ensure  a  safe  and  jolly  holiday.  And  many  more  nappy  new  years.  lUUl  C  11 1  clUULI  1  Idl  lUo. 

/instate 

for  more  lips  on  being  a  responsible,  safe  driver,  write  to.  Allstate,  Dept  1)1). 

P.O  Box  7660,  Ml  Prospect,  IL  60066-9961  ©  1993  Allstate  Insurance  Company,  Northbrook,  IL. 


If  you  think  aluminum  prices  will  recover  soon,  Alumax 
is  probably  a  heck  of  a  buy.  But  it  may  be  a  long  wait. 

Hanging  on 


By  James  R.  Norman 

If  the  COMMODITY  markets  pick  up, 
Allen  Born,  the  rough -hewn  Colora- 
do mining  engineer  who  runs  Nor- 
cross,  Ga. -based  Alumax  Inc.,  will 
look  like  a  hero.  Right  now  he  doesn't 
look  so  good.  In  his  eight  years  at  the 
helm  of  mining  giant  Amax  Inc.  Born 
lavished  S3. 5  billion  to  modernize 
mines,  add  assets  and  expand  capaci- 
ty— especially  in  aluminum. 

He  has  literally  bet  his  career  on  a 
recovery  in  depressed  aluminum 
prices,  now  at  less  than  50  cents  a 
pound — about  half  the  level  of  three 
years  ago.  So  much  so  that  in  Novem- 
ber he  merged  Amax's  nonaluminum 
assets  with  Cyprus  Minerals  Co. — 
coal,  petroleum,  molybdenum  and 
gold.  Amax  shareholders  got  stock  in 
the  new  Cyprus  Amax  Minerals  Co. 
and  newly  independent 
Alumax. 

Alumax,  the  third-largest 
U.S.  aluminum  maker, 
with  S2.4  billion  in  sales, 
could  hardly  have  chosen  a 
worse  moment  to  make  its 
debut.  "You  can't  always 
pick  your  timing,"  says 
Born  resignedly.  Born's  has 
been  awful.  Alumax's  SI 
billion  Lauralco  aluminum 
smelter  in  Quebec  went 
into  operation  last  year,  as 
ingot  prices  were  plunging 
under  the  weight  of  massive 
Russian  metal  sales 
(Forbes,  May  25,  1992). 

Even  though  its  modern 
facilities  make  it  a  very  low- 
cost  aluminum  maker,  Alu- 
max will  probably  lose  S80 
million  this  year,  close  to  S2 
a  share.  Unlike  Alcoa, 
which  remains  in  the  black, 
Alumax  does  not  own  its 
ow  n  sources  of  alumina — it 
buys  it  from  Alcoa  of  Aus- 
tralia. Plus,  Alumax  is  load- 
ed with  S800  million  of 


debt — twice  Alcoa's  debt  ratio.  So  it 
was  no  surprise  that  Alumax  has 
fetched  only  about  18  a  share — two- 
thirds  of  book  value — since  it  began 
trading  Nov.  4. 

"•We're  not  kidding  ourselves,"  ad- 
mits Born.  "It  will  be  a  very  tough 
couple  of  years." 

No  doubt  aluminum  prices  will  re- 
cover one  day.  If  they  come  back  on 
Born's  w  atch,  he  w  ill  look  like  a  hero: 
At  70  cents  a  pound,  Alumax  would 
be  solidly  in  the  black,  with  about 
S200  million  in  operating  profit. 

So  Born  is  holding  on  and  pinching 
pennies.  Alumax  has  cut  back  produc- 
tion at  plants  in  South  Carolina  and 
Washington  that  account  for  13%  of 
its  773,000  metric  tons  of  capacity. 
Plans  for  a  new  smelter  in  Iceland  are 


loss-plagued  minerals  company  to  another 


on  ice,  helping  hold  capital  sper 
to  S 1 00  million  a  year,  about  eqi 
depreciation. 

At  current  prices  Alumax  has  b 
even  cash  flow.  It  more  than  ret 
its  operating  losses  on  ingots 
operating  profits  in  its  sheet,  plat 
fabricated  aluminum,  includin 
Kawneer  window  and  door  ur 
makes  good  money  on  gutters,  s 
and  shower  doors.  Alumax  has  c 
small  exposure  to  the  cutthroat  h 
age  can  market.  But  these  oper 
profits  from  aluminum  fabric 
aren't  enough  to  cover  both  dep 
tion  and  S80  million  in  annual 
est  expense  on  S800  million  in  ( 
Insolvency  is  unlikely,  hov 
Alumax  has  S300  million  of  < 
lines  and  could  probably  tap  mt 
holds  valuable  nonaluminum  a 
It  owns  the  Rosario  Cos.,  which 
40%  of  Mexico's  biggest  silver 
and  a  pile  of  Nicaraguan  bonds 
38%  of  Aztec  Mining  Co.,  an  Ai 
lian  gold,  zinc  and  lead  prod 
Their  book  value:  SI 30  million. 

But  when  will  the  turn  cor 
aluminum  prices?  Much  depem 
the  Russians.  With  demand  for  a 
num  for  aircraft  and  other  mi 
hardware  evapon 
smelter  managers  ir 
former  Soviet  Unioi 
madlv  hawking  low-: 
ingots  on  the  export 
kets.  This  year  thos' 
ports  are  running  at 
than  1.6  million  n 
tons,  a  tenfold  increi 
rive  years.  The  overha 
Russian  metal  has  h 
balloon  inventories  o 
London  Metal  Exchar 
2.3  million  metric  tor 
told,  world  inven 
equal  about  five  mc 
consumption. 

U.S.  aluminum  pr< 
ers  have  asked  Washir 
to  negotiate  cuts  in  Ri 
output.  Fat  chance, 
the  Russians  desperai 
foreign  currency.  A 
realistic  hope  is  tha 
Russians  may  have  t< 
their  output  becaus 
fast- rising  electricity  c 
Meanwhile,  for  Bor 
his  shareholders  it's 
w  atch  and  pray. 
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Dmpetition  has  come  to  the  utility  business.  No 
jrprise  that  suddenly  nearly  everyone  is  talking  merger. 

Utility 

nerger  mania 


r  Manjeet  Kripalani 

early  November  the  Edison  Elec- 
c  Institute  held  its  annual  financing 
nference  in  Orlando,  Fla.,  but  the 
il  action  wasn't  in  the  formal  ses- 
>ns.  It  was  in  the  backroom  talk  of 
:rgers. 

While  not  hitting  the  headlines  as 
iltimedia  mergers  do,  merger  ma- 
i  has  hit  this  once  staid  industry. 


The  basic  reason  is  deregulation.  Al- 
most unnoticed,  Congress  passed  the 
Energy  Policy  Act  in  October  of  last 
year.  Federal  mandate  now  permits 
utilities  to  sell  power  not  just  to  other 
utilities  in-state  but  to  utilities  even 
across  state  lines — and  soon  to  out- 
of-state  retail  customers.  With  mo- 
nopolies eroding,  earnings  growth  is 


no  longer  built  into  the  rate  base. 

With  competition,  uncertainty. 
With  uncertainty,  an  erosion  of  in- 
vestment quality.  In  late  October 
Standard  &  Poor's  toughened  its  rat- 
ings standards  for  40  companies. 

Why  the  downgrade?  With  a  slug- 
gish economy  and  increasing  empha- 
sis on  power  conservation,  annual  de- 


>ower  mergers 


ompany 

Recent 

Yield 

Book  value 

Price/ 

Sales 

Reserve 

Peak 

Service 

price 

per  share 

book 

($mil) 

margin 

season 

territory 

CQUIREES 

enterior  Energy 

13% 

10.6% 

$19.47 

0.7 

$2,452 

26% 

S 

OH 

entral  Maine  Power 

16% 

9.4 

16.85 

1.0 

862 

32 

W 

ME 

ansas  City  Power  &  Light 

22% 

6.4 ' 

13.72 

1.6 

826 

23 

s 

MO 

ong  Island  Lighting 

241/s 

7.2 

19.47 

1.2 

2,709 

18 

s 

NY 

adison  Gas  &  Electric 

33% 

5.5 

17.06 

2.0 

238 

24 

s 

Wl 

innesota  Power 

30% 

6.6 

16.95 

1.8 

506 

18 

w 

MN.WI 

ipsco  Industries 

31% 

4.2 

16.35 

1.9 

1,650 

26 

s/w 

IN 

klahoma  Gas  &  Electric 

335/a 

7.9 

21.67 

1.6 

1,393 

34 

s 

OK,  AK 

ennsylvania  Power  &  Light 

26% 

6.1 

15.85 

1.7 

2,690 

24 

w 

PA 

otomac  Electric 

25% 

6.4 

16.00 

1.6 

1,632 

16 

s 

DC,  MD 

ublic  Service  New  Mexico 

10V2 

none 

15.34 

0.7 

865 

25 

s/w 

NM 

outhern  Indiana  G&E 

33Vb 

4.9 

17.68 

1.9 

320 

16 

s 

IN 

^JP  Enterprises 

16% 

9.7 

19.54 

0.9 

450 

NM 

s 

TX.  NM 

nited  Illuminating 

39% 

6.7 

30.27 

1.3 

643 

20 

s 

CT 

CQUIRERS 

entral  &  South  West 

29 

5.6 

15.37 

1.9 

3,517 

35 

s 

TX,  OK,  AK,  LA 

ntergy 

36% 

4.3 

25.20 

1.5 

4,238 

18 

s 

LA,  AK,  MS, 

ew  England  Electric  Sys 

37% 

5.9 

22.90 

1.6 

2,205 

38 

s 

MA,  Rl.  NH 

acifiCorp 

19 

5.7 

11.01 

17 

3,360 

22 

w 

OR.  UT,  WA,  WY,  ID.  CA,  MT 

outhwestern  Public  Svc 

301/8 

7.3 

16.48 

1.8 

810 

21 

s 

TX,  NM,  OK,  KS 

tiliCorp  United 

Wh 

4.9 

19.95 

1.6 

1,490 

39 

s/w 

WV,  Ml,  MN.  IA.  KS,  NE,  MO  CO,  BC 

:  Summer.    W:  Winter.  NM: 

Not  meaningful. 

ources:  Market  Guide  Database  via  OneSource  Information  Services;  Forbes. 

a  market  is  abuzz  about  these  potential  targets  for  acquisition — and  these  acquirers. 

tice  that  the  likely  targets  are  mostly  in  single  states,  while  all  the  potential  acquirers  have  large 

ographic  spreads,  suggesting  their  desire  for  regional  dominance  in  one  segment  or  another. 
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3  each  diamond  is  unique, 
nd  of two  carats,  or  more, 
ularty  rare.  Fewer  than  one 
of  .American  women  will  ever 
me.  If  you  are  considering  an 
nt  diamond gift for  your  wife, 
ring  featuring  a  brilliantly 
carat  center  stone,  learn 
%  clarity,  color  and  carat 
Known  as  the  4@'s,  they  are 
de  to  a  diamonds  quality 
te. 

eFire  Within. 
diamond  is  cut  to  proper 
bns,  light  is  reflected from  one 
mother  and  dispersed  through 
f  the  stone. 

Nature 's  Fingerprint, 
mionds  contain  tiny  natural 
rks  called  "inclusions?  The 
ui  smaller  the  inclusions,  the 
interfere  with  the  passage 

ike  Spring  Water 
ds  boast  an  infinite  range  of 
ne  totally  colorless  diamond, 
;  allows  white  light  to  pass 
it  effortlessly  dispersed  as 
s  of  color. 

\  eight.  Carob  Tree. 

d  "carat"  originated  from 

?e  seeds.  Diamonds  were 

taffy  weighted  against  these 

til  one  carat  was  standardized 

[fthofagram, 

W-247-LOVE. 

mur  complimentary  brochure 

name  of  an  expert  diamond 

learyou. 


Utility  mergers 


mand  growth  for  the  decade  ahead  is 
projected  to  be  just  2%.  With  deregu- 
lation, the  competition  for  that  mod- 
est growth  promises  to  be  severe. 

How  can  mergers  help?  In  April, 
Stephen  Remen,  commissioner  of  en- 
ergy resources  in  Massachusetts, 
urged  the  smaller  utilities  in  the  state 
to  merge  to  reduce  Massachusetts' 
regional  disadvantage — the  state  has 
among  the  highest  number  of  utilities 
by  population  in  the  country.  With 
mergers,  utilities  get  more  customers 
over  which  to  spread  capital  and  over- 
head costs.  Bigger  utilities  can  often 
buy  fuel  even  cheaper. 

In  the  last  five  years  mergers  in  the 
industry  have  averaged  two  per  year, 
but  the  pace  is  heating  up,  and  recent 
mergers  have  been  whoppers.  Exam- 
ples: PacifiCorp's  merger  with  Utah 
Power  &  Light  for  $1.8  billion  in 
1989  and,  in  1992,  Entergy  Corp.'s 
pending  $2.3  billion  merger  with 
neighboring  Gulf  States  Utilities. 
One  has  even  been  unfriendly:  India- 
napolis-based Ipalco  Enterprises  . 
battling  to  take  over  PSI  Re-  ^a*mA 
sources  to  prevent  it  from  merg- 
ing with  Cincinnati  Gas  &  Electric  in 
1992.  PSI  and  Ipalco  recently  signed 
an  agreement  not  to  meddle  in  each 
other's  affairs  for  five  years,  and  PSl's 
merger  with  Cincinnati  Gas  is  pend- 
ing, dependent  on  federal  regulatory 
approval. 

Who  is  next?  Most  of  the  mergers 
to  come  are  likely  to  be  takeovers  by 
strong  utilities  of  weak  ones,  as  with 
Entergy  (strong)  and  Gulf  States 
(weak).  In  such  instances,  cost-cut- 
ting adds  quickly  to  earnings.  Down 
the  road,  however,  analyst  Ernie  Liu 
of  Goldman,  Sachs  expects  mergers  of 
equals. 

Liu  sees  mergers  playing  out  in  two 
phases:  initially  as  friendly  stock  swaps 
between  neighboring  companies, 
with  cost  savings  acting  as  a  substitute 
for  rate  base  expansion.  Later,  Liu 
predicts  the  horizontal  breakup  of 
merged  utilities  along  functional 
lines.  Thus  the  transmission  assets  of 
one  utility  would  be  spun  off  and 
combined  with  the  transmission  as- 
sets of  another,  to  form  a  powerful, 
regional  transmission  company.  The 
same  would  happen  with  generation 
and  distribution. 

Given  the  regulatory  hurdles,  such 
mergers  aren't  going  to  happen  over- 


night. But  Liu  believes  the  economic 
forces  driving  mergers  are  irresistible. 

Daniel  Scotto  of  Donaldson,  Luf- 
kin  &  Jenrette  says  that  a  merger 
between  Consolidated  Edison  and 
Long  Island  Lighting  Co.  would 
make  sense.  Con  Ed  has  excess  capaci- 
ty and  Lilco  is  short  of  capacity.  Also,  a 
good  fit  would  be  a  utility  widi  sum- 
mer peaking  demand  combining  with 
one  with  winter  peaking  demand  to 
lessen  cyclicality. 


The  1987  prediction  that  by  1992 
the  utility  industry  would  shrink  from 
150  companies  to  50  was  vastly  over- 
stated. But  if  all  this  merger  talk  pro- 
duces results,  the  utility  industry  in 
the  U.S.  could  begin  to  look  some- 
thing like  the  railroad  industry,  which 
once  was  highly  fragmented  along 
regional  lines  but  today  has  just  a 
dozen  dominant  carriers. 

Not  everyone  in  the  business  ex- 
pects this  to  happen.  "The  few  pops 
of  merger  activity  we're  hearing  is  not 
a  precursor  to  the  pop-pop-pop  of 
merger  rage,"  says  William  Lee,  chief 
executive  of  Duke  Power.  "My  own 
criteria  are  that  both  shareholders  and 
customers  have  to  gain,  but  the  state 
commissions  will  decide  who  will  en- 
joy the  savings — and  that's  a  political 
issue." 

Lee's  doubts  are  well  founded:  If 
the  entire  savings  are  passed  on  to 
consumers,  managements  and  share- 
holders will  have  little  incentive  to  do 
mergers.  But  even  politicians  have 
been  known  to  bow  to  economic 
reality,  and  the  reality  here  calls  for 
bigger  and  stronger  companies  that 
are  able  to  raise  the  capital  that's 
needed  to  survive  in  a  newly  competi- 
tive environment.  ■ 


unond  is forwer 
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ANNOUNCING  THE  NEW 

SiFT  OFFICE.  FOR  THE 
FIRST  TIME  IN  HISTORY, 
ALL  YOUR  PROGRAMS  WORK 
TOGETHER  LIKE  ONE. 


microsoft; 
Windows." 
compatible 


C/3 


(Far  right)  No  other  soft- 
ware can  share  words, 
numbers  and  graphics 
among  programs  so 
easily.  Just  drag  what 
you  want  from  one 
program  and  drop  it 
into  another.  Then 
whenever  you  want  to 
update  your  data,  just 
click  on  the  informa- 
tion and  change  it. 
On  the  spot. 


Only  our  Microsoft 
Office  Manager! MOM) 
puts  all  the  leading 
programs  right  at  your 
fingertips.  Your  word 
processor,  spreadsheet, 
presentation  graph- 
ics, database  and  elec- 
tronic mail  programs 
are  only  a  click  away. 


Everything  you've  ever  done  on 
a  computer  is  like  hard  labor  com- 
pared to  what  you  can  do  with  the 
new  Microsoft  Office*.  Every  mem- 
ber of  our  family  of  programs  un- 
derstands each  other.  And  you. 

Finally,  software  that 
actively  helps  you  work. 

Think  of  it.  You've  got  an  amaz- 
ing new  partner  that  quietly  keeps 
an  eye  on  how  to  help  with  all  your 
work  as  it  happens. 

Make  a  typo?  The  AutoCorrect 
feature  in  new  Microsoft  Word 
fixes  it  automatically.  Probably  be- 
fore you've  even  spotted  it. 

Need  help  putting  together  a 
sophisticated  report  or  presenta- 
tion? No  problem.  Use  AutoFormat 
to  instantly  lay  it  out.  Then  let  our 
Wizards  give  you  tips  and  guide  you 
easily  through  to  a  beautiful  finish. 

There's  only  one  way  to  get  to 
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this  high  point  of  simplicity:  the  new 
Microsoft  Office  for  Windows." 

Its  intelligence  comes  from  our 
exclusive  new  IntelliSense"  tech- 
nology, built-in  to  every  program. 
Now  100  of  your  most  common 
tasks  are  automatic.  And  complex 
jobs  are  brilliantly  simple. 


Working  like  a 
single  program. 

In  the  new  Microsoft  Office, 
things  like  toolbars,  menus  and 
buttons  look,  act  and  perform  flaw- 
lessly alike.  You  may  not  even  no- 
tice when  you've  changed  programs. 
That's  the  whole  idea. 

Our  innovative  new  OfficeLinks 
makes  it  easy  to  share  words,  num- 
bers and  graphics  among  programs. 

mm 


Just  drag  a  spreadsheet  chart  and 
drop  it  into  your  word  processor. 
Then  make  changes  right  there, 
all  in  one  place.  It's  like  one  program 
that  does  everything.  Perfectly. 

See  your  reseller  or  call  (800) 
426-9400,  Dept.  KX5,  to  find  one 
that's  near  you.  The  time  has  come 
for  your  computer  to  work  faster 
and  smarter  in  a  whole  new  way. 


Microsoft.Office 


'Microsoft  Excel,  Word,  the  PowerPoint*  presentation  graphics  program  and  the  Microsoft  Access*  database  management  system  are  all  part  of  the  Microsoft  Office  family  of  programs.  Microsoft  Office- 
Professional,  shown  here,  includes  these  programs  plus  a  workstation  license  for  Microsoft  Mail  (server  and  sofrwarc  acquired  separately).  In  the  50  United  States,  call  (800)  426-9400,  Dept.  KX5.  In  Canada, 
call  (800)  56.V9048.  Outside  the  US.  and  Canada,  call  your  local  Microsoft  subsidiary  or  (206)  916-8661.  ©  1991  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  PowerPoint  and  Microsoft  Access 
are  registered  trademarks  and  IntelliSense,  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation. 


IAXINU  MAIIttio 
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How  to  cut  taxes  on  a  short-term  stock  gain, 
and  other  neat  ways  to  keep  your  partner  the  IRS 
from  gaining  more  than  its  fair  share. 

Year-end  tax  tips 


Come  April,  souk-  people  will  be 
eligible  for  a  two-year  interest-free 
loan  from  the  U.S.  government. 

But  ifyou  qualify  for  the  loan,  don't 
be  overjoyed.  It  will  be  your  own 
hard  earned  income  that  the  govern- 
ment is  lending  you  before  it  gets 
around  t<>  confiscating  the  money. 

Here's  how  the  loan  came  about. 

When  Congress  bowed  to   

the  Clinton  White  House 
and  socked  affluent  Ameri- 
cans with  an  unprecedent- 
ed retroactive  tax  increase 
last  August,  it  softened  the 
blow  by  allowing  them  not 
to  pay  the  entire  increase  by 
Apr.  15.  Like  a  kindly  mug 
ger,  Congress  let  the  victim 
keep  enough  money  to  pay 
for  a  taxi  ride  to  get  to  the 
hospital. 

Say  that  come  April,  you 
calculate  your  1993  tax  li 
ability  as  $275,000  but  also 
figure  that  it  would  have 
been  only  $245,000  under 
the  old  rates.  The  $30,000 
surcharge  is  payable  in 
three  installments:  April 
1994,  April  1995  and  April 
1996,  without  interest.  So 
you  need  pay  only 
$255,000  by  April  1994, 
w  ith  the  other  $20,000  due- 
over  the  next  two  years. 

If  you  had  already  paid 
more  than  $255,000 
through  w  ithholding  plus  estimated- 
tax  payments,  then  you  could  ask  for  a 
refund  of  the  excess.  You  would  then 
owe  $20,000  over  the  next  two  years. 

Ifyou  put  aside  that  $20,000  and 
invest  it  short  term,  you  could  earn 
maybe  $700  after  taxes  on  the  money. 
That's  not  much  for  a  tax  bill  of  a 
quarter  of  a  million  dollars. 

And  it  doesn't  come  hassle-free. 
The  formula  for  calculating  the  por- 
tion of vour  1993  tax  bill  due  to  the 


tax  increase  is  complex,  set  forth  in  [RS 
notice  93-51.  Use  form  8841,  w  hich 
should  be  out  soon  from  the  Internal 
Revenue  Service.  And  you  don't  get 
the  deferral  at  all  ifyou  owe  alterna- 
tive minimum  tax  this  year — another 
good  reason  to  avoid  the  am  i  . 

Is  the  deferral  worth  the  headache? 
Probablv   not,  if  your  tax  boost 


amounts  to  only  a  few  thousand  dol- 
lars, says  New  York  City  CPA  Stuart 
Becker  of  Becker  8c  Co. 

Fortunately,  you  can  put  off  decid- 
ing what  to  do  until  next  April.  Ifyou 
pay  estimated  taxes,  you  can  make  the 
fourth-quarter  payment  in  January 
using  the  old  tax  rules.  By  April, 
however,  you  need  to  decide  whether 
to  pay  the  money  and  be  done  with  it 
or  accept  Uncle's  complex  and  not 
very  generous  loan. .  -L.S. 


Save  on  Medicare 

MOST  OF  THE  income  tax  increases 
already  in  effect,  but  one  is  dels 
until  Jan.  1,  1994:  the  expansioi 
the  Medicare  tax  to  cover  all  ear 
income.  This  year  the  tax  stop 
$1 35,000  of  earned  income.  (Th< 
is  2.9%,  split  between  employer 
employee. )  To  avoid  the  tax  hike, 
Diane  Beauchesne,  a  tax  lawyer  \ 
Boston's  Sullivan  &  Worcester,  h 
paid  employees  should  look  lor  \ 
to  move  deferred  income  into  LI 
She  gives  two  examples: 

■  Your  bonus  checks  usually  arril 
mid-January.  Get  your  employe 
move  this  year's  checks  up  to  Dec. 

■  You  are  in  a  nonqualified  defe 
compensation  plan,  one  that  p 

pones  the  day  when 
have  to  pay  income  taj 
part  of  your  salary.  (  Ui 
a  qualified  plan,  this  I 
also  postpones  the 
when  your  employer  g< 
tax  deduction  for  the  p 
Generally  speaking, 
can  defer  the  income  t 
the  money  isn't  safely 
cured  with  your  name  c 
However,  thanks  to  or 
those  wacky  complexitj 
the  tax  code,  a  diffe 
timing  formula  applies 
the  Medicare  tax.  The 
ferred  salary  is  subjec 
Medicare  tax  when  it 
comes  vested — that  is 
soon  as  the  employe 
contractually  bound  to 
it  someday.  And  you 
want  the  money  to  be 
ject  to  Medicare  this  ye; 
you're  alreadv  at 
$135,000  cap,'  subjec 
another  SI 00,000  defe 
bonus  to  Medicare  taxi 
1993  doesn't  cost  yc 
dime — but  it  still  protects  that  b( 
from  Medicare  tax  when  you  fii 
get  the  check  in  1997. 
'  Strategy:  Make  as  much  as  pos 
of  vour  deferred  pay  fully  veste< 
year-end.  If  necessary,  your  empl 
might  relax  the  vesting  rules  a 
After  all,  the  company  will  sav 
much  on  Medicare  tax  as  you  wil 
The  same  logic  applies  to  i 
qualified  supplemental  pensions, 
you  are  60  and  are  promise 
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$30,000  annual  supplemental  pen- 
sion beginning  at  age  62.  Get  your 
employer  to  remove  remaining 
strings  on  your  eligibility  tor  the  pen- 
sion, and  you  have  created  (for  Medi- 
care purposes  only)  a  sum  of  earned 
income  equal  to  the  discounted  pres- 
ent value  of  that  pension — say, 
$400,000.  That  saxes  you  and  your 
firm  almost  $6,000  apiece.  For  income 
tax  purposes,  the  S30,000  a  year  re- 
mains taxable  to  you,  and  deductible 
by  your  employer,  in  future  years. 

What  about  qualified  plans — the 
usual  pensions,  thrift  plans  and  iras? 
Don't  worry.  Payouts  from  these  are 
not  subject  to  Medicare  or  Social 
Security  tax.       -Carolyn  T.  Geer 

Junior  stock 

You've  made  a  killing  in  a  cellular 
stock  bought  last  spring  but  want  to 
get  out  now.  If  you  sell,  your  short- 
term  gain  is  taxed  as  ordinary  income, 
at  a  combined  local,  state  and  federal 
rate  approaching  50%.  What  to  do? 
Mark  Donohue  of  Boston's  Chestnut 
Hill  Financial  Group  suggests  giving 
your  children  the  stock  and  having 
them  sell  it. 

If  your  18-year-old  daughter  sells 
the  stock  to  pay  her  college  tuition, 
it's  ordinary  income  to  her,  too.  But 
the  first  $22,100  of  her  income  is 
taxed  at  only  15%  by  Uncle  Sam  if  she 
is  single,  and  she  may  get  a  reduced 
state  tax  rate,  too. 

Caution:  If  the  value  of  Lhe  trans- 
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ferred  property  (not  the  amount  of 
the  capital  gain )  is  more  than  S 1 0,000 
per  child  (S20,000  for  married  do- 
nors ),  you  may  owe  gift  tax.  Also:  The 
maneuver  accomplishes  nothing  if  the 
child  is  under  14.  -L.S. 

Prepay  club  dues 

Prepay  next  year's  club  dues  before 
the  end  of  the  year  if  you  can  deduct 
them  as  a  business  expense.  Congress 
has  already  made  this  deduction  diffi- 
cult: To  get  it  at  all  you  have  to  spend 
more  than  50%  of  your  rime  at  the 
club  on  business,  and  you  may  only 
deduct  the  percentage  of  dues  corre- 
sponding to  vour  business  use.  The 
IRS  w  ants  to  see  e;ood  records  as  well. 


Next  year  the  dues  deduction 
be  totally  gone.  But  Grant  Th( 
ton's  Thomas  Ochsenschlager 
that  irs  News  Release  86-169  giv 
rationale  for  deducting  prepavme 
albeit  only  for  cash-basis  taxpa\ 
and  only  for  1994  dues.  The  IRS  i 
contest  such  advance  payments, 
at  least  it  shouldn't  be  able  to  cl 
you  ignored  tax  rules  and  thus  des 
a  penalty.  - 

Prepay  state  taxes 

Your  instinct  should  be  to  pa\ 
tax  before  its  due  date.  But,  says 
Bank,  N.J.  CPA  Douglas  Stives, 
should  make  an  exception  if  you 
expecting  a  windfall  that  will  push 
into  a  high  bracket  this  year  but 
next.  In  that  case,  he  says,  ovei 
your  state  taxes  before  Dec.  51 . 

If  you  overpay  this  year,  when 
arc,  say,  in  the  56%  federal  brae 
you  will  get  a  deduction  worth 
cents  on  the  dollar  for  your  pre] 
ment — as  long  as  you  don't  owe  aJ 
native  minimum  tax,  in  which 
vou  get  no  deduction.  But  the  ret 
of  your  overpayment,  which 
come  back  to  you  next  spring,  wil 
taxable  at  1994's  rate — say,  51%. 

Is  this  kosher?  Yes,  if  you  ha1 
"reasonable  basis"  for  the  payrn 
That  probably  wouldn't  be  s< 
your  income  is  all  salary  and  boi 
but  it  could  in  other  cases.  Say 
expected  to  take  a  big  capital  gain 
didn't,  or  you  had  a  good  excuse 
overestimating  the  windfall's  el 
on  your  state  taxes.  Just  have  \ 
explanation  ready.  -L.S. 
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THEN 


Americans  are  as  fed  up  with  country  club 
Republicans  as  they  are  with  tax-and-spend  liberals. 

And  Perot  picks 
up  the  pieces 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


If  anyoni  ever  doubted  that  Presi- 
dent Clinton's  coattails  will  take  you 
nowhere,  this  past  election  should 
clear  up  those  doubts.  Whether  in 
New  York  or  Virginia,  Bill  Clinton's 
endorsement  seems  to  be  the  kiss  of 
death.  H\-  L996,  Democrats  running 
lor  office  may  be  saying,  "Rill  who?" 

Perhaps  the  most  revealing  election 
w  as  that  for  governor  of  New  Jersey. 
Virtually  everyone  agrees  that  Chris- 
tine Whitman  ran  a  poor  campaign — 
but  she  won  anyway.  The  voters  were 
simply  fed  up  with  the  old  tax  and- 
spend  points  of  Democrats  like  Gov- 
ernor fim  Florio. 

Democrats  have  know  n  lor  a  long 
time  that  you  can't  run  as  a  tax-and- 
spend  liberal.  The  only  Democrats 
elected  President  in  the  past  quarter  of 
a  century  have  claimed  that  they  were 
not  like  that.  Only  w  hen  they  got  into 
office  and  revealed  their  true  colors  did 
the  voters  turn  against  them. 

Both  Jim  Florio  and  Bill  Clinton 
were  elected  to  their  respective  posi- 
tions as  "new  Democrats,"  not  like 
those  old-time  liberals.  That  is  what 
provoked  such  outrage  among  the 
voters  when  Governor  Florio  raised 
the  state's  taxes. 

In  Washington  it  is  becoming 
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increasingly  clear  that  the  main  dif- 
ference between  Clinton  and  the  old- 
line  liberals  is  that  he  is  further  left 
than  they  are.  Some  of  his  hard-left 
nominees  had  to  be  withdrawn 
because  the  Democrats  in  Congress 
couldn't  stomach  them.  The  Repub- 
licans didn't  have  enough  votes  to 
block  confirmation. 

It  is  not  news  that  the  voters  do 
not  want  tax-and-spend  liberalism. 
What  is  news  is  that  they  are  getting 
harder  to  fool — and  vengeful  when 
they  discover  the  truth. 

That  could  be  good  news  for  con- 
servative Republicans,  but  the  Repub- 
licans have  some  work  to  do  before 
they  can  get  their  own  house  in 
order.  The  George  Rush  wing  of  the 
party — the  country  club  Republi- 
cans— have  already  shown  what  a 
talent  for  political  disaster  they  have. 

Genial  pragmatism,  untroubled  by 
"the  vision  thing,"  may  be  fine  if  your 
goal  is  to  fight  a  political  rear-guard 
action,  retreating  leftward  at  a  mod- 
erate pace  before  the  barbarian 
legions  of  the  media  and  the  Beltway, 
while  preserving  the  good  life  for 
those  who  have  it,  as  long  as  possible. 

Fortunately,  there  is  another  wing 
of  the  Republican  party — what  might 
be  called  the  populist  wing — who  do 
have  a  vision  and  who  think  that 
vision  ought  to  apply  across  the  social 
spectrum.  Ronald  Reagan  galvanized 
this  wing  of  the  party,  as  w  ell  as  the 
nation,  and  the  pragmatists  went 
along  to  get  along. 

Now  that  Reagan  is  two  Presi- 
dents ago,  the  battle  for  control  of 
the  Republican  party  is  likely  to 
depend  on  the  emergence  of  a  com- 
manding figure  from  the  numer- 
ous— perhaps  too  numerous — 
prominent  populist  Republicans. 
The  pragmatic,  country  club  Repub- 


licans have  the  advantage  that 
have  been  around  in  Washingt 
long  time — perhaps  too  long. 

The  moral  bankruptcy  of  the  d 
try  club  Republicans  was  never  r 
graphically  demonstrated  than 
panel  debate  in  California  on  sc 
vouchers  two  days  before  the  < 
tion.  All  three  opponents  of  vo 
ers  were  Republicans,  two  of  t 
members  of  Republican  Gove 
Pete  Wilson's  administration.  Ge 
Bush  lives! 

Former  Secretary  of  Educa 
William  Bennett  argued  on 
other  side,  saving  the  GOP  from 
disgrace. 

No  doubt  the  comfortable  su 
banites  who  support  the  Republi 
in  California  do  not  have  as  n 
reason  to  be  dissatisfied  with  t 
schools  as  those  who  live  in  the  £ 
toes  and  barrios  of  the  state.  Or 
the  reasons  is  that  many  of  these 
urbanites  have  the  money  to  put 
children  in  private  schools  if 
public  schools  in  their  neighbor)!! 
get  too  bad — and  that  option  is  : 
likely  to  keep  their  public  sch 
from  getting  too  bad. 

Teachers  who  are  incompel 
negligent  or  otherwise  undesir 
can  always  be  transferred  from  a 
ent  suburban  schools  to  schoo 
lower-income  neighborhoods,  w 
the  parents  have  less  education 
are  otherwise  not  as  likely  to  be 
to  make  effective  protests. 

If  the  purpose  of  the  Republ 
party  is  to  fight  a  rear-guard  ac 
for  the  comfortable,  then  i 
understandable  that  some  Repi 
cans  were  willing  to  throw 
people  in  the  ghettoes  and  the 
rios  to  the  wolves. 

But  do  not  expect  to  win  baci 
White  House  that  way.  And  espe 
ly  do  not  expect  to  win  in  1996 
another  pragmatic,  lackluster  ca 
date.  Unless  the  Republican  ca 
date  in  1996  can  galvanize  the  vo 
with  at  least  some  of  the  Ro 
Reagan  spirit,  Ross  Perot  may  be 
to  siphon  off  enough  votes  to  th 
the  election  into  the  House  of  I 
resentatives,  even  if  the  public  i< 
up  with  the  Clintons  by  then. 

In  order  to  win,  the  Republi' 
will  have  to  deserve  to  w  in.  And 
have  yet  to  get  their  act  toge 
enough  to  demonstrate  that. 

Forbes  ■  December  6,  ] 


In  1978,  an  expectant  crowd  gathered  around 
an  unorthodox  new  car  at  the  Paris  Auto  Show. 
Its  name:  the  Saab  900. 

It  had  front-wheel  drive,  a  fuel-efficient  engine 
and  a  curious  profile  housing  a  steel  safety  cage. 
Here  was  a  car  that  seemed  to  flout  the  automo- 
tive trends  of  its  day. 

But  then  gas  prices  soared,  safety  became  fash- 
ionable and,  one  by  one,  the  900's  idiosyncrasies 
became  industry  standards. 

Today,  after  fifteen  years,  Saab  is  introducing  a 
totally  new  900,  reengineered  from  the  pavement 
up.  A  car  that  once  again  defies  conventional  no- 
tions of  carmaking  not  just  to  be  different, 
but  because  it  leads  to  demonstra 
bly  better  cars.  For  example: 


In  an  era  of  heightened  environment; 
sciousness,  it  may  seem  strange  that  the  n 
is  available  with  a  muscular  four-cam,  24-v; 
But  our  powerplant  debuts  a  totally  new 
architecture  that  coaxes  the  maximum  e> 
ment  from  a  minimum  of  fuel.  In  fact,  it's 
the  first  V6  engines  ever  to  meet  Swede 
emissions  standard,  among  the  world's  toi 

You  probably  wouldn't  expect  a  "driv 
like  the  new  900  to  offer  an  interior  as  la 
some  family  sedans,  or  a  cargo  bay  that  riv 
station  wagons.  But  in  Saab's  homeland  S 
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e  a  luxury.  So  flexibility  is  a  necessity, 
j  you  might  be  surprised,  or  even  amazed, 
car's  body  can  be  stiffened  50%  without 
weight.  The  explanation:  Instead  of  just 
steel  members,  our  engineers  refined  the 
sometry  of  the  car's  safety  cage  itself.  You'll 
provements  like  this,  many  with  patents 
|  in  safety  systems  throughout  the  car 
illy,  it  may  seem  excessive  that  the  new  900 
leered  for  a  seventeen-year  life  span  when 
•eople  only  hold  on  to  cars  about  eight, 
s  designed  to  live  longer  need  less  main- 
tenance. They  also  merit  longer 
warranties,  in  this  case,  six 
years  or  80,000  miles.** 
Besides,  you  might 


happen  to  like  the  idea  of  a  car  you  can  drive  lon- 
ger, or  even  pass  on  to  your  kids. 

In  other  words,  at  a  time  when  carmakers  on 
four  continents  churn  out  cars  for  the  broadest 
possible  market,  the  new  900  represents  a  refresh- 
ing alternative.  An  automobile  thoughtfully  engi- 
neered not  just  as  a  "world  car,"  but  a  better  one. 

And  if  the  result  isn't  quite  what  people  expect, 
that  shouldn't  be  surprising.  The  future  seldom  is. 

We  invite  you  to  test-drive  the  new  Saab  900 
at  your  local  dealer  soon. 
Or  call  800-582-SAAB 
for  complete  information. 

STARTING  AT  $20,990. 

♦THE  NEW  900  IS  AVAILABLE  WITH  AN  OPTIONAL  24-VALVE  V6  OR  A  STANDARD  16-VALVE.  2.3- 
LITER  ENGINE.  **WHICHEVER  COMES  FIRST,  SEE  YOUR  SAAB  DEALER  FOR  COMPLETE  DETAILS 
ON  THIS  LIMITED  MAJOR-SYSTEMS  WARRANTY  'MSRP.  EXCLUDING  TAXES.  LICENSE,  FREIGHT, 
DEALER  CHARGES  AND  OPTIONS   PRICES  SUBJECT  TO  CHANGE.  SUBJECT  TO  AVAILABILITY. 


H  OF  THE  SAAB  900. 


The  Viacoms,  Bell  Atlantics  and  Time  Warners  won't  be 
the  only  winners  in  multimedia.  In  its  quiet  way,  H&R 
Block  is  set  to  become  a  successful  specialized  player. 

H&R  Block's 
crown  jewel 


By  Matthew  Schitrin 

Smart  business  PEOPLE  know  that 
even  economically  disastrous  govern- 
ment policies  can  provide  money- 
making  opportunities.  Consider  H&R 
Block  Inc.,  which  has  grown  fat  and 
prosperous  as  the  U.S.  income  tax 
code  has  become  ever  more  complex 


and  trapped  additional  millions  of 
people  in  its  w  eb. 

Last  year  H&R  Block,  tax  accoun- 
tant to  the  masses,  grossed  SI. 5  bil- 
lion and  netted  S181  million.  A  full 
48%  of  these  revenues  came  from 
preparing  income  tax  returns  for  18 


H&R  Block  founder  Henry  and  son  Thomas  Bloch 

Taxmen  who  could  become  winners  in  the  age  of  multimedia. 


million  people  at  fees  avera 
around  S50.  The  company  has  a  i 
ket  capitalization  of  S4  billion, 
Henry  Bloch's  5.4%  interest  ha< 
preciated  to  nearly  S240  million. 
But  trees  don't  grow  to  the  sic 
Hence  this  year  for  the  first  tin 
over  a  decade  Block  held  its  an 
meeting,  not  in  its  hometown  of] 
sas  City,  Mo.  but  in  Columbus,  C 
It  w  as  a  move  loaded  w  ith  symbol 
Columbus  is  headquarters  to  C 
puServe  Inc.,  H&R  Block's  on 
computer  information  serv 
networking  and  software  subsid 
CompuServe's  S3 15  million  in  1 
revenues  will  account  for  barely 
of  H&R  Block's  revenues,  but 
Block's  best  bet  for  caning  o 
major  stake  in  the  heralded  mult 
dia  age. 

"CompuServe  represents 
growth  engine  of  H&R  Block," 
Thomas  Bloch,  39,  who  succe< 
his  father  Henry  as  < 
executive  in  August  1' 
"Frankly,  I  don't  see 
dramatic  grow  th  left  ir 
tax  business." 

Why  not?  Certainly  t 
aren't  going  down — 
where.  But  the  numbt 
taxpayers  has  stof 
growing,  and  with 
Block's  potential  man 
Last  year  w  as  the  first  I 
in  the  company's  38- 
history  that  H&R  Block 
tually  experienced  a  de* 
in  the  number  of  tax  ret 
it  prepared,  and  in 
number  of  refunds  its 
tomers  received. 

The  drop  w  as  almos 
visible — less  than  one 
of  1%  in  the  numbe 
returns — and  it  did  not 
nificantly  affect  profita 
ty.  But  the  cessatior 
growth  had  dire  imp 
tions  for  the  stock's  p: 
which  at  40  is  21  ti 
projected  1994  earnint 
premium  over  the  S&P  : 
To  continue  justif 
this  lofh-  price,  the  con 
ny  must  promise  n 
growth  than  can  be  exp 
ed  from  filling  in  10 
H&R  Block  is  turning 
technology  and  final 
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A  promise  to  treasure  the  day  I  became  both  a  husband  and  a  father. 


A  promise  to  be  the  first  one  up  when  something  goes  bump  in  the  night. 


A  promise  to  care  for  each  of  you  from  this  day  forward. 


Nothing  nurtures  the  trust  of  those  we  love  like  a  promise  kept.  At  MassMutual  we've  been  helping  people  keep 
th  eir  promises  for  more  than  140  years.  That's  why  families  and  husinesses  rely  on  us  to  insure  their  lives,  their 
health  and  their  financial  future.  CCCft 

MassMutual' 

ot«3 MuuehuMtta Muiu>i ufe merino co. springtwd ma 01111  We  help  you  keep  you r  promises." 


sen  ices  for  its  future. 

To  lead  the  strategic  transforma- 
tion, Henry  Bloch  hired  William  An- 
derson as  vice  president  of  corporate 
development  in  late  1991.  Anderson, 
44,  now  chief  financial  officer,  is  the 
former  head  of  the  mergers  and  acqui- 
sitions practice  of  accounting  giant 
kpmg  Peat  Marwick.  Although  he 
doesn't  have  the  title,  for  all  practical 
purposes  Anderson  seems  to  share  the 
role  of  chief  executive  officer  with 
young  Tom  Bloch. 

Anderson  has  gotten  the  company 
moving  last  in  the  new  direction.  In 
October,  Block  announced  it  would 
pay  $44  million  for  ailing  Fairfield, 
Conn. -based  MECA  Software,  Inc.,  a 
company  whose  main  products  in- 
clude TaxCut,  Andrew  J.  Tobias' 
Managing  Your  Money  and  Fidelity 
Online  Fxpress. 

A  few  weeks  later  Block  announced 
that  it  would  be  selling  its  $451  mil- 
lion ( 1993  revenues)  temporary  cleri- 
cal and  health  care  personnel  subsid- 
iary, Interim  Services  Inc.,  to  the 
public. 

With  Interim  a  separate  companv, 
Block  has  more  the  look  of  a  companv 
focused  on  computers,  communica- 
tions and  financial  services.  The  sale  of 
the  stock  to  the  public  is  expected  to 
raise  as  much  as  $250  million — for 


more  acquisitions. 

A  recent  aquisition  was  that  of  a 
small  Utah-based  industrial-loan  shell 
company.  Block  will  eventually  use  it 
to  participate  in  making  refund-an- 
ticipation loans  to  its  electronic  filing 
customers.  Together  with  Mellon 
Bank,  Block  earns  lucrative  fees  on 
this  low-risk  business. 

Come  January,  Anderson  plans  to 
use  the  loan  company  to  tap  H&R 
Block's  18-million-client  base  and 
CompuServe's  1.5  million  subscriber 
households  with  offers  of  secured, 
standard  and  gold  Visa  and  Master- 
Card credit  cards. 

"We  have  two  tremendous  distri- 
bution channels — the  Block  tax  of- 
fices, which  focus  on  the  lower-end 
consumers,  and  CompuServe,  which 
focuses  on  the  high  end,"  says  Ander- 
son. "The  challenge  is  to  build  new 
services  and  products  and  push  them 
through  the  distribution  channels. 
CompuServe's  customer  base  is  the 
kind  that  would  make  most  credit 
card  companies  drool." 

CompuServe,  purchased  in  1980 
for  just  $23  million,  has  evolved  from 
a  small  diversification  effort  in  corpo- 
rate time-sharing  into  a  gold  mine  for 
H&R  Block.  The  nation's  preeminent 
on-line  computer  and  networking 
service,  CompuServe  is  responsible 


for  developing  H&R  Block's  electn 
tax  filing  business  and  recently  hel 
computerize  the  tax  preparation  j 
cess  in  Block's  9,500  tax  offices. 

CompuServe  now  provides  al 
the  dial-up  card  verification  serv 
for  Visa  members  and  does  mos 
the  computerized  crew  scheduling 
the  airline  industry.  Its  subscr 
base  of  1.5  million  households  i; 
most  50%  larger  than  ailing  Prodi 
and  is  growing  at  16,000  per  w 
CompuServe's  $74  million  in  pn 
income  in  fiscal  1993  was  nearly  t\ 
the  total  revenues  of  its  other 
growing  competitor,  America  < 
line.  Earnings  and  revenues  are  gr 
ing  at  over  30%  per  year,  and  Com 
Serve  is  now  available  in  120  fore 
countries. 

Highly  profitable,  CompuServ 
run  by  Maurice  Cox,  a  mathemati 
and  computer  scientist  who  ws 
marketing  executive  at  Control  I 
before  joining  CompuServe  in  15 
a  year  before  Block  bought  the  c< 
panv.  Cox  is  a  dedicated  user,  carrj 
a  small  Hewlett-Packard  HP10( 
palmtop  computer  and  a  pocket  i 
dem,  with  which  he  taps  into  Com 
Serve  w  hile  on  the  road. 

Cox  is  well  aware  that  while  C< 
puServe  has  a  head  start  in  interac 
media,  the  corporate  giants  are  n 
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Our  new  home  theater  comes  with  plenty  of  leg  room. 


You're  just  aching  for  big  entertainment,  so  stretch  out  those  weary  legs.  Our  new 
terView™  projection  TVs  deliver  maximum  stimulation  for  eyes  and  ears.  With  plenty  of 
room  to  put  your  feet  up.  Because  we've  engineered  the  cabinet  profile  down  to  about  the 
depth  as  a  standard  27-inch  TV  set.  But  we  haven't  sacrificed  performance  one  inch.  With 
like:  800  lines  of  horizontal  resolution,  4-channel  Digital  Sound  Processing,  dual-tuner  PIP. 
you've  got  five  incredible  48"  models — and  two  55"  beauties — to  choose  from.  Take  a  stroll 
to  your  Toshiba  dealer  today,  and  stretch  out  in  front  of  a  narrow-body  TheaterView™ 
:tion  TV.  They'll  give  you  lots  of  extra  room  for  your  legs.  While  they  take  your  breath  away. 

TGRVlEW.sa.radcmarkofTACP  t    t       u      vu  t 

In  louch  with  tomorrow 

TOSHIBA 


Toshiba  Amenta  Consumer  Products.  Inc  .  82  Totowa  Road,  Wayne.  NJ  07470 
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•  San  Juan 
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Panama  City 
•  Bogota 


Lagos 


Nobody  connects 


^^S^^crP^^f^  \       Unfortunately,  the  business  centers  of  the  world  aren't  centrally  located.  They'n 

jljjii <^  \  out  across  200  million  square  miles.  Which  could  be  a  problem  if  your  livelihood  dep 

ta^^  J  how  fast  you  can  get  your  documents  from  one  country  to  another. 

Or,  at  least,  it  could  be  if  you  don't  use  UPS  Worldwide  Express.  Because  thanks  to  our  newly  u 
service,  there's  no  faster  scheduled  document  delivery  around.  So  if  you  need  to  send  a  pouch  of  contra< 
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s  faster  than  UPS. 


ew  York  to  Brussels,  we'll  do  it  overnight.  London  to  Chicago?  Overnight.  Milan  to  Paris?  Overnight. 
:a  to  Tokyo?  Clear  across  the  earth?  Also  overnight.  All  with  the  added  security  of  24-hour  tracking, 
rhe  fact  is,  UPS  has  the  kind  of  global  operation  to  get  the  job  done.  So  call  1-800-PICK-UPS 
:  rest  of  the  details.  Because  when  all  is  said  and  done,  nobody  can  take  your  documents  from 


a  to  point  b  faster  than  ups.  Get  the  picture?  The  package  delivery  company  more  companies  count  on. 


ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communical 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  comp 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  prodt 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


RDIS.  WHAT'S   MISSING   IS  THE  WIRE. 


] 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems.' 


1-  8  0  0  -  6  6  2  -  5  3  2  8       Ext.  430 


ScR  Block 

lg  in  fast — AT&T,  MCI,  Microsoft, 
1  Atlantic,  you  name  them.  He  is 
i  readying  CompuServe  for  the 
ilaught  of  wireless  communication 
1  cable  technology  and  the  pros- 
it of  utilizing  the  company's  ser- 
:s  on  platforms  that  are  different 
m  personal  computers.  Early  next 
r  CompuServe  will  introduce  a  CD 
k  product  that  will  provide  histori- 
information  and  also  allow  audio 

1  video  transmissions. 

lays  Cox,  "We  want  to  be  a  global 
jsrmation-  and  communications- 
aited  service  that  supports  the 
ds  and  interests  of  businesses  and 
isumers." 

'hat's  a  tall  order,  given  that  half  of 
porate  America  wants  a  piece  of 
same,  as  yet  just  beginning,  mar- 
While  CompuServe  doesn't  have 
ch  experience  in  the  entertain- 
it  business,  h&r  Block  has  plenty 
nancial  services,  and  CompuServe 
If  offers  a  good  deal  of  financial 
►rmation  and  chitchat.  Soon  Com- 
erve  subscribers  will  be  able  to 
raload  updates  to  software  pro- 
ins  like  meca's  TaxCut.  Later 
npuServe  may  offer  other  finan- 
advice  and  products. 
People  are  estimating  that  around 
>  of  the  traffic  on  the  so-called 
rmation  superhighway  will  be  fT 
cial,  be  it  home  banking,  insur- 

2  or  mutual  ftinds,"  says  Ander- 
.  "That  is  our  strongest  niche,  and 
it  we  are  focusing  on."  By  the  end 
he  coming  tax  season,  H&R  Block 
have  amassed  some  $750  million 
:ash  for  acquisitions  to  further 
ngthen  its  position. 

s  chief  executive,  Thomas  Bloch 
etimes  strikes  people  as  being  in 
"  his  head  in  all  this  technology. 

he  is  clearly  smart  enough  to 
w  what  he  doesn't  know,  and  has 
good  sense  to  delegate  authority 
hose  who  do.  He  has  let  William 
lerson  and  CompuServe's  Mau- 
Cox  plot  strategy  and  direct  the 
ipany  into  the  future, 
men  people  think  multimedia  and 
iputer/ communications  these 
;,  they  don't  automatically  think 
«  Block.  Yet  this  company  may 
i  out  to  be  one  of  the  real  winners, 
r  all,  there's  going  to  be  a  lot 
e  to  multimedia  than  just  calling 
novies  and  shopping  for  crummy 


AccuTrade?  PC 

Ymr  best  link 
to  Wall  Street 
is  at  your 

fingertips. 


We've  done  it 
again! 

AccuTrade  was 
the  first  to  offer 
stock  trading  via 
touchtone  phone ... 

Now  You 
Can  Also 
Trade 
Stocks  Using  Your 
PC.  All  With  One 
Account! 

■  Enter  orders  24  hours  a  day* 

■  View  positions,  balances  and 
open  orders 

■  Receive  stock  quotes  24  hours 
a  day 

■  SIPC  account  protection 

■  $2.5  million  additional 
protection 

■  Brokers  available  to  assist  you 


Only  30  Per  Share 
Commissions! 

■  3tf  per  share  regardless  of 
stock  price 


minimum  commission 

No  set-up  or  software  fee 

$5,000  minimum  equity  to 
open  your  account 

Direct  connection  with 
AccuTrade  ...  no  need  to  go 
through  a  Bulletin  Board 

Give  yourself 
a  tremendous 
trading 
advantage! 
For  just 
pennies,  you 
can  turn  your 
personal 
computer  or 
even  a  common  telephone  into  a 
powerful  investment  tool! 


For  free,  no-obligation  information, 
call  toll-free 

1-800-592-4600 


MEMBER  NASD  /SIPC 

'Orders  executed  during  normal  market  hours.  SIPC  protection  is  $500,000  with  $100,000  lor  cash  claims. 
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H  ow  to  satisfy  tk 


ose 


employees  wko  tend  to  ke  a  little 


preoccupiea  wi 


d  witk  )3 


fet:y 


Some  of  your  employees  can  be  a  little  obsessive.  But  not  to  worry,  it's  not  the  end 
of  the  world.  As  long  as  you  choose  Corsica  as  your  fleet  vehicle,  that  is.  You  see,  at 
GM'sb  io-medical  research  lab,  the  emphasis  is  placed  on  designed-in  safety. 
Translation?  With  Corsica  you  get  all  these  safety  features  as  standard  equipment. 
From  the  steel  safety  cage  construction  to  the  halogen  headlamps.  So  call 
the  nation's  largest  Fleet  Sales  and  Service  organization  at  1-800-353-3807 . 


You'll  be  sure  to  put  your  employees'  minds  at  ease.        Chevy  C 


orsica 


Steel  safety 
cage  construction 


Drivers-side 
air  tag* 


Shatter- resistant 
windshield  glass 


Center  high- 
mounted  stop  lamp 


Energy-ahsorhing 
steering  column 


ower  rac 


h-and- 


4-wheel 
anti-loch  hrahe 


APITAL  IHUUUHI5 


In  this  bull  market,  stocks Tiave  gone  up 
while  business  has  gone  down. 
The  process  will  soon  go  into,  reverse. 

"Depression  lite" 


BY  JAMES  GRANT 


James  Grant's  latest  book  is 

Minding  Mister  Market:  Ten  Years  on  Wall 

Street  with  Grant's  Interest  Rate  Observer. 


My  PUBLICATION,  Grant's  Interest 
Rate  Observer,  and  I  have  been  on 
Wall  Street — the  actual  New  York 
thoroughfare — for  less  than  two 
years.  We  spent  most  of  our  first 
decade  on  lower  Broadway  in  the 
paneled  study  that  used  to  belong  to 
Frank  W.  Woolworth,  the  five-and- 
ten-cent  titan. 

Maybe  it's  the  unobstructed  view 
of  the  New  York  Stock  Exchange  that 
our  new  office  affords,  or  maybe  it's 
the  financial  rehabilitation  of  the 
money  center  banks,  or  of  Donald  J. 
frump.  Whatever  the  reason,  I  have 
been  thinking  more  and  more  about 
the  resilience  of  markets.  Like  a  hardy 
strain  of  industrial  weed,  the  U.S. 
economy  has  survived  flood,  pesti- 
lence and  politics. 

As  hard  as  it  may  be  to  believe,  the 
banking  system  has  gone  from  the 
brink  of  crisis  to  the  lap  of  prosperity  in 
only  three  years.  Bulging  with  capital 
and  increasingly  disposed  to  put  it  to 
work,  bankers  today  are  returning  to 
the  business  of  lending.  As  rccendv  as 
December  1991,  Citicorp  common 
changed  hands  in  the  ignominious 
single  digits.  It  recently  flirted  with  40. 

Since  the  fall  of  1990  Main  Street 
and  Wall  Street  have  seemingly 
moved  in  separate  worlds.  The  stock 
market  has  flown  as  business  activity' 


has  trudged.  First  the  recession 
struck,  then  the  recovery  sputtered. 
Interest  rates  declined,  and  financial 
markets  rallied.  Debt-laden  compa- 
nies repaired  their  balance  sheets  by 
issuing  common  equity'.  This  year,  for 
the  first  time  since  1984,  according  to 
Moody's  Investors  Service,  more  cor- 
porate bond  ratings  will  be  raised  than 
will  be  lowered. 

It  is  understandable  that  Wall 
Street  would  have  mixed  emotions 
about  this  miracle  cure  of  American 
credit.  Low  interest  rates  have  been 
the  elixir  of  the  great  bull  markets.  If 
business  activity  were  on  the  mend, 
the  demand  for  working  capital  would 
presumably  be  on  the  rise.  Short-term 
interest  rates  would  go  up.  It  is 
conceivable  that  the  exodus  of  bank 
deposits  into  mutual  funds  would 
subside  or  even — let's  allow  our 
imaginations  to  run  wild — reverse. 

Disinflation  has  taught  business 
people  to  downsize.  Just-in-time  in- 
ventory management  has  become  the 
new  corporate  gospel,  and  the  figura- 
tive dynamiting  of  surplus  plants  has 
become  a  staple  topic  of  corporate 
annual  reports.  Commodity  prices 
have  fallen,  of  course,  but  so  have  the 
prices  of  Marlboros  and  disposable 
diapers.  "Inventory  is  evil,"  says  Rob- 
ert J.  Bretz,  chairman  of  the  National 
Association  of  Purchasing  Manage- 
ment's Business  Survey  Committee. 
Whether  or  not  it  is  a  vice,  it  has 
proved  to  be  a  poor  investment. 

Except  in  the  neighborhood  w  here 
I  work.  On  Wall  Street,  people  have 
bought  stocks  and  bonds  by  the  car- 
load. The  long-ainning  bull  markets 
have  conditioned  a  view  that  the  prices 
of  financial  assets  only  appreciate. 
Thanks  to  the  happy  alignment  of 
interest  rates,  speculators  have  been 
able  to  stockpile  government  securi- 
ties, frequently  purchased  with  bor- 
rowed money,  paying  3%  or  so  while 


earning  5%  or  so.  The  humble-so 
ing  difference — a  mere  two  percer 
points — -has  brought  wealth  an< 
teem  to  banks  and  hedge  funds  a 

But  for  how  much  longer?  It  i 
nature  of  markets  to  push  goo< 
vestment  ideas  beyond  the  poil 
diminishing  returns.  Making  do 
less — fewer  people,  lower  in 
tories — has  been  one  of  the  \ 
ideas  of  the  late  1980s  and 
1990s.  But  it  may  now  be  reac 
the  end  of  its  useful  life. 

This  past  summer  GM  could 
produce  enough  cars.  There  art 
enough  truck  drivers  to  go  aro 
and  top  cement  makers  are  open 
at  90%  or  so  of  capacity'.  The  pri 
gypsum  wall  board,  a  staple  cons 
tion  commodity,  has  risen.  If  thes 
in  fact  the  first  robins  of  an  ecom 
spring,  the  bond  bulls  will  ha\ 
make  adjustments.  Before  they  k 
it,  they  w  ill  be  reading  about  b< 
necks  and  $9-a-bushel  soybeans 
gluts  and  commodity  bear  mark< 

The  trouble  with  the  bond  mar 
not  that  the  bulls  have  been  wror 
is  rather  that  they  have  been  so  : 
tacularly  right.  Economies  world 
have  felt  the  tug  of  that  rare: 
monetary  phenomena.  In  a  day 
age  of  paper  money,  we  have  sc 
kind  of  deflation.  A  friend  of  r 
Douglas  Henwood  of  Tlie  Left 
ness  Observer,  calls  it  "depression  I 

The  question  is  whether  this  nc 
flationary,  or  mild  deflationary, 
will  last.  I  doubt  it,  if  only  bee 
markets  make  adjustments.  Lov 
t'erest  rates  stimulate  house  an( 
sales.  Weak  business  activity  pro\ 
corporate  shrinkage.  When  risinj 
mand  meets  the  brick  wall  of  red 
supply,  Wall  Street  and  Main  S 
will  abruptly  change  roles.  The 
chants  will  be  buying.  The  stock 
kers  will  be  selling.  For  a  cha 
indeed,  why  not? 
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A  suite  at  The  Fairmont  has  always 
;n  considered  the  standard  of  luxury  in 
iiness  travel. 

Indeed,  there  was  a  time  when  it  was  a 
ury  afforded  to  only  the  very  few.  Or,  the 
y  Important.  Like  Presidents.  Royalty, 
d  even  the  occasional  Pope. 


President  William  H.  Tart  was  one  of  many  who 
enjoyed  a  suite  at  The  Fairmont.  Now,  so  can  you. 


on  a  complimentary  or  reduced  rate  basis. 

As  a  Presidents  Club  member,  you  will 
also  receive  deluxe  welcome  gifts,  as  well  as 
a  special  dining  certificate  and  complimentary 
overnight  shoeshine.  In  the  morning,  look 
forward  to  coffee  or  tea,  and  your  choice  of 
newspaper,  delivered  to  your  room. 


It  used  to  take  money,  power  and 
nfluence  to  get  a  suite  at  the  Fairmont. 

Now,  it  just  takes  a  signature. 


But  today,  you  needn't  be  registered  in 
;n  doors  at  The  Fairmont.  You  simply 
:d  to  register  in  our  Presidents  Club.  ¥■ 

Every  time  you  check  into  a  Fairmont,  1 
i  will  automatically  be  upgraded  to  a  suite, 


I  when  one  is  available, 

I  i  1 

at  no  extra  charge. 
I  What's  more,  you'll  enjoy 
ranteed  room  availability  whenever  you  make  your  reserva- 


But  that's  not  all.  Because  if  you  belong  to 
the  American  Airlines* 
Advantage*  program,  you'll 
earn  500  miles  with  every  stay. 
President's  Club  membership  is  completely 
free.  To  enroll,  just  call  1-800-522-3437. 
No  other  hotel  makes  it  so  easy  for  guests  to  jM 
experience  this  level  of  elegance,  comfort  and  style. 
But  then,  at  The  Fairmont,  we 


is  at  least  48  hours  in  advance  — even  when  a  city  is  sold  out.       consider  a  Very  Important  Person 


well  as  access  to  our  Health  Clubs  and  Business  Centers 


and  a  guest  to  be  one  and  the  same. 


AMERICA'S  GRAND  HOTFI  S.  SINU  l'H)7 


Chicago 

H65 


Dallas 

$125 


New  Orleans 

$119 


San  Francisco 

$175 


San  Josl/Sh  ici  in  Valley 

$125 


President's  Club  bent-fits  apply  at  the  published  National  Corporate  rate  above,  rack  or  weekend  rates.  I  "he  number  ol  rooms  available  for  this  promotion  are  limited.  American  Airlines  reserves  the  right 
to  change  the  A  Ad  vantage  program  at  anv  time  without  notice.  American  Airlines  and  AAd  vantage  an-  registered  trademarks  ot  American  Airlines,  Inc. 


Are  you  covered  if  your  insurance  agent  embezzles  your  premium 
payment?  What  if  he  just  forgets  to  send  the  application  to  the  insurer? 
To  be  safe,  follow  two  simple,  precautions. 

The  case  of  the  bum  agent 


By  Carolyn  T.  Geer 

Edwin  Krai,  decided  to  put  the  pen- 
sion assets  of  his  Dallas-area  auto 
repair  shop  in  guaranteed  investment 
contracts  because  he  wanted  to  be 
able  to  sleep  at  night.  So  he  handed 
over  the  money — almost  $500,000 
over  two  years — to  his  financial  advis- 
er, Joseph  Zeigler,  with  instructions 
that  it  be  invested  in  contracts  from 
Southwestern  Life  Insurance  Co. 

Zeigler's  wife  and  later  Zeigler 
himself  were  licensed  Southwestern 
insurance  agents.  Alter  Krai  made  his 
first  deposit,  Zeigler  gave  him  a 
Southwestern  insurance  contract. 
Krai  made  more  payments,  and 
Zeigler  sent  him  quarterly  interest 
statements  on  what  looked  like- 
South  w  est ern  stationery. 

But  the  documents  turned  out  to 
be  phonies.  Zeigler  had  pocketed  the 
cash.  And  Krai  and  his  employees 
w  ere  left  holding  the  bag. 

Zeigler  did  jail  time  for  misappro- 
priating money  from  Krai's  firm  and 
( ither  clients,  and  Krai  got  a  $500,000 
court  judgment  against  Zeigler — but 
has  yet  to  see  a  penny.  Southwestern 
won't  make  up  the  loss  because  it 
maintains  Zeigler  was  acting  in  his 
capacity  as  a  pension  plan  administra- 
tor, not  as  an  insurance  agent. 

Krai  got  hosed  because  he  didn't 
follow  one  of  the  two  basic  rules  of 
insurance  buying:  Make  your  check 
payable  to  the  insurer,  not  the  ajjent. 
Some  agents  (like  those  for  State 
Harm)  represent  only  a  single  insurer; 
others  are  agents  for  dozens  of  com- 
panies. It  doesn't  matter  which  kind 
you  are  dealing  with,  or  what  kind  of 
insurance  product  you  are  buying 
( unless  you're  an  assigned  risk  for 
auto  insurance).  Your  premium 
checks  should  be  payable  to  one  or 
more  insurance  companies. 

Had  Krai  made  out  checks  to 
Southwestern  Life,  he'd  probably  be 


lently  negotiated  the  checks  himself, 
Krai  would  have  had  two  potentially 
responsible  parties  from  whom  to  re- 
coup the  loss:  both  the  bank  that  paid 
out  funds  on  a  forged  endorsement 
and  Southwestern.  Why  Southwest- 
ern? Because  under  these  circum- 
stances, says  Kick  Disney,  Krai's  attor- 
ney, Krai  could  have  argued  that 
Zeigler  was  acting  as  Southwestern's 


agent.  And  it  is  a  basic  rule  of  law 
a  person  or  firm  engaging  an  ag< 
responsible  for  the  agent's  actioi 

Recently,  an  ex-agent  in  [llino 
venerable  Northwestern  Mutual 
was  charged  with  pock 
$700,000  from  customers 
thought  they  were  buying  or  re 
ing  life,  health  and  disability  ii 
ance  policies  and  annuities.  N< 
western  made  all  the  victims  wh< 

So  much  for  peculation.  \ 
about  incompetence?  Your  s 
takes  your  check  for  auto  insui 
and  neglects  to  send  it  along  to  / 
Insurance  Co.  A  w  eek  later  you 
an  accident.  Assuming  you  w: 
away  from  the  agent's  office  w 
written  binder,  then  you  are  pro! 
covered,  says  Salvatore  Castigl 
chief  of  consumer  sen  ices  for 
York's  insurance  department.  A 
under  the  law  of  agents  and  princ 
you  are  entitled  to  assume  tha 
agent  was  acting  on  Acme's  beh; 
the  agent  exceeded  his  authori 
issuing  the  policy,  or  if  he  faile 
forward  your  premium  check,  t 
Acme's  problem,  not  yours. 

But  keep  that  binder  in  a  safe 
until  the  policy  arrives  in  the 
And  make  sure  the  agent  got 
address  right.  If  a  renewal  bill  gc 
the  w  rong  place  and  your  policy 
canceled  without  your  realizin 
you  may  be  the  loser  in  case  < 
accident,  not  the  agent  or  the  ins 
Also,  make  notes  in  your  calend; 
when  the  policy  and  the  renewa 
tkes  should  arrive  in  the  mail. 

What  if  the  insurance  compa 
bogus?  A  lot  of  Los  Angeles  s 
keepers  who  had  bought  insui 
from  unlicensed  foreign  entities 
left  high  and  dry  after  the  1992 
ing.  The  way  to  prevent  this  kii 
catastrophe  is  to  follow  the  se 
rule  of  insurance  buying:  Look  u 


78 


Forbes  ■  December  6, 


Templeton  World  Fund 


"Buy  value,  not  market  trends 
or  economic  outlook " 


Individual  stocks  can  rise  in  an  unpredictable  market. 

That  means  there  may  be  bargains  to  be  had  in  the  market  at  any 
given  time.  And  that  philosophy  has  guided 
the  Templeton  World  Fund  to  an  average 
annual  total  return  of  15.9% 
since  its  inception  in  1978.'*' 
Of  course,  past  performance 
does  not  guarantee  future  results. 

The  Templeton  World  Fund 
seeks  long-term  capital  growth 
by  investing  in  the  securities  of 
companies  and  governments 
th  roughout  the  world. 

For  more  information,  call  your 
investment  advisor  or  Templeton  today. 


225.3% 

IO-year 


Average  Annual 
Total  Returnst 
(9/30/93) 


16.9% 

I -year 


8.8% 


12.5% 

10-year 


^Cumulative  total  return  shows  the  percent  change  in  value  of  an  investment  over  the  IO-year  period.  Average 
annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the  indicated  periods. 
All  calculations  include  the  maximum  5.75%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gams  at  net  asset  value.  Investment  return  and  principal  value  will  fluctuate  so  that  your  shares,  when 
redeemed,  may  be  worth  more  or  less  than  their  original  cost.  Prior  to  July  I,  I9')2,jund  shares  were  offered  at  a 

;  du 


urmg  that  period 


higher  sales  charge.  Thus,  actual  total  returns  to  purchasers  of  shares 

less  than  noted  above.  There  are  special  risk  considerations  associated  with  Jotetgn 
franklin  /Templeton  Distributors,  Inc 


would  have  been  somewhat 
investing. 


Call  1-800- 
342-FUND 
Ext.  92  74 

 1 

Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33731 

'pG-j/ 1  would  like  a  free  prospectus 
containing  more  complete  information 
on  the  Templeton  World  Fund, 
including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 

Q  /  am  currently  a  Templeton 
shareholder. 

Name 
Address 
City/State/Zip 


Daytime  Phone 


FOB93 
9274 

Tfempieton 

-■-WORLDWIDE 


A  Proud  Member  of  the  $107  Billion  Franklin /Templeton  Group 


"Human  resources  managers  shouldn't  spend  too  much  That's  important  because  it's  my  job  to  mak 

time  behind  their  desks.  At  Akzo,  they  call  me  the  hands-on  Akzo's  human  resources  programs  meet  the  p< 

manager  because  I'm  constantly  out  meeting  our  people.  professional  needs  of  each  and  every  employ 

I  know  the  employees  in  the  Resins  business  unit  personally.  And  these  needs  vary  at  each  of  our  five  plant; 


Akzo  is  one  of  the  world's  leading  companies  in  selected  areas  of  chemicals,  coatings,  fibers  and  health  care  products.  S 
people,  active  in  50  countries  around  the  world,  make  up  the  Akzo  workforce.  For  more  information,  write  or  call:  Akzo  / 
Corp.  Comm.  Dept./S12,  300  South  Riverside  Plaza,  Chicago,  II.  60606.  Phone  (312)  906-7500. 


Iture,  and  with  each  employee's  individual  situation, 
espects  these  differences.  I'm  not  just  developing 
ms;  I'm  creating  the  right  chemistry  between  me 
f  'customers',  the  employees  and  their  families." 


CREATING  THE  RIGHT  CHEMISTRY  AKZO 


Your  cigars  wi 
weather 


love  the 
here 


72°F  and  70%  humidity 

It's  the  kind  of  weather  that  brings  out  the  best  in  cigars. 
And  you'll  find  these  perfect  conditions  in  the  Davidoff 
Cigar  Humidor,  featuring  our  unique 
internal  regulating  system. 

Each  Davidoff  Humidor  is  individually 
handcrafted  from  exotic  hardwoods. 
And  exquisitely  finished  in  natural 
wood  veneers,  designed 
to  last  two  lifetimes. 

The  Davidoff  Cigar  Humidor. 

Think  of  it  as  climate  control  for 
cigars.  And  a  well-deserved 
gift  for  you. 


DAVIDOFF  OF  GENEVA,  INC 
535  Madison  Avenue  at  54th  Street.  New  York 
212-751-9060  or  800-548-4623 
232  Via  Rodeo.  North  Rodeo  Drive,  Beverly  Hills 
310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality 


Shown  Davidotf 
Cigar  Humidor 
anne  Grand  Luxe 
1 90478.  $2,990  00 

For  catalogue  orders, 
call  1-800-328-4365 


GENEVA  ZURICH,  LONDON.  AMSTERDAM.  BRUSSELS,  BEIJING.  HONG  KONG.  SINGAPORE, 
BANGKOK,  KUALA  LUMPUR.  TOKYO,  MONTREAL.  NEW  YORK,  BEVERLY  HILLS 


PORTABLE 
POWER  TOOL 


The  RICOH  PF-2 
Portable  Fax 


With  the  new,  lightweight  RICOH  PF-2  Portable  Fax,  you  can  keep  business 
moving  while  you're  on  the  move.  From  your  cellular  phone.  From  almost  any  phone* 
The  PF-2  provides  clear  transmission  and  reception  of  full-size  8  ¥2  x  11  documents  virtually 
every  time.  And  the  rugged  PF-2  is  built  to  withstand  even  the  worst  road  conditions. 
It's  one  tough  little  power  tool. 


THEN  AM  E  TO  KNOW 


Official  Sponsor  01  The 


'  Some  phones  may  require 
optional  coupler. 

©  1993  Ricoh  Corporation 


800  63-RICOH 

Extension  1460 


USA 


insurer  in  a  reference  book.  Even 
smallish  library  should  have  a  copy 
Best's  Insurance  Reports  with  a  ratii 
on  the  company  you  arc  buying  f'mi 
Get  the  name  exactly  right. 

Recently,  four  men  were  charg 
with  defrauding  Occidental  Petr 
leum  Corp.  of  $22.5  million.  Accor 
ing  to  the  indictment,  Occiden 
thought  it  was  receiving  property  i 
insurance  coverage  from  reputal 
and  well-known  insurance  com| 
nies,  including  Phoenix  Assuran 
Co.  in  London.  The  broker  issuec 
binder  confirming  that  coverage  h 
been  placed  with  "Florida  Insurar 
Exchange"  and  "'Phoenix  Insurar 
Co."  But,  says  the  indictment,  t 
companies  were  fictitious.  Phoej 
had  no  association  with  the  Phoei 


Don't  count  on  your 
state  insurance  depart- 
ment to  track  down 
all  the  felonious  agents. 


Assurance  Co.  of  London.  There  v 
a  group  of  insurance  companies  op 
ating  as  Insurance  Exchange  of  t 
Americas  (Florida  Exchange ),  but 
never  agreed  to  provide  any  coven 
for  Occidental. 

When  Occidental  submitted  its  ri 
claims  under  the  policy,  no  paym< 
was  received  and  the  company  v 
ultimately  forced  to  find  other  prt 
erty  insurance  coverage. 

Whatever  you  do,  don't  count 
your  state  insurance  department 
track  dow  n  all  the  phony  compar 
and  felonious  agents.  It  just  does 
have  the  manpower.  Missouri, 
example,  employs  four  investigat 
to  police  77,000  agents.  In  N 
York,  you  can  find  out  immediatel 
an  agent  has  ever  been  disciplined  a 
the  total  number  of  complai 
lodged  against  him  or  her,  but  it  ta 
ten  days  to  receive  a  computer  pri 
out  detailing  the  nature  of  the  co 
plaints  and  in  w  hose  favor  they  w 
resolved. 

So  don't  rely  on  the  fancy  diplor 
and  Chartered  Life  Underwriter  c 
tificates  on  the  agent's  wall.  Try 
arrange  vour  affairs  so  that  a  kno\ 
legitimate  insurance  company 
standing  behind  the  transaction 
something  goes  wrong. 
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I  he  DIVINE  NINE 
BIG  BERTHA"  UTILITY 
WOOD  is  a  club  that  will 
be  enjoyed  by  golfers  of  all 
levels.  Easier  to  use  than  your 
#4  iron,  this  unique  BIG  BERTHA  #9  WOOD 
is  surprisingly  versatile  and  makes  golf  more  fun. 
Most  of  the  high  lofted  utility  woods  of  the  past 
didn't  look  much  like  golf  clubs. 
However,  one  of  the  best 
features  of  the  DIVINE  NINE 
is  how  good  and  comfortable  it 
looks  at  address. 


NG 


With  its  unique  War  Bird 
soleplate,  the  DIVINE 
NINE  makes  it  easier  for 
any  golfer  to  get  the  ball 
airborne  properly  -  regardless 
of  the  lie.  An  ideal  companion  to  the  famous 
Big  Bertha  #  7  Wood  or  the  1"  longer 
Heaven  Wood!  "Big  Bertha  --  The  World's 
t  \  *  t  *  Friendliest  Metal  Woods"  ™ 


GOLF 


YOU  CAN'T  ARGUE  WITH  PHYSICS^ 
2285  Rutherford  Road,  Carlsbad,  CM  92008 

(800) 228-2767 

In  California,  call  (619)  93 1 -1 771 
In  Canada,  call  (604)  598-41 14 
Call  us.  We'll  tell  you  who  carries 
Callaway  golf  clubs  in  your  area. 


Callaway",  Big  Bertha",  Divine  Nine'", 
HeavenWood",  The  World's  Friendliest  Metal 
Woods'"  and  You  can't  argue  with  Physics* 
are  trademarks  of  Callaway  Golf  Company. 


abre  Clearcoat  Gloss, 
nother  highly  polished  exampl 


of  Buick  quality. 

Increased  protection  against  the  sun's  harmful  UV  light. 
Against  water  spots.  Against  fading.  Even  acid  rain. 
LeSabre  Clearcoat  Gloss  protection.  When  it  comes  to  quality, 
Buick  puts  a  fine  gloss  on  it.  To  learn  more,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


m 
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There's  a  lot  of  money  to  be  made  in  those  county 
courthouses.  A  look  at  how  Jere  Beasley 
plies  his  trade  in  Alabama  shows  why. 


"Send  them 
a  message 


By  David  Frum 

THE  COURTHOUSE  in  Clayton,  Ala.  is  a 
low ,  modern  cube  on  a  dusty  square 
lined  with  a  handful  or"  shops  eking 
out  a  living.  It's  the  last  place  you 
might  think  to  look  it" you  wanted  to 
make  some  serious  legal  money.  But 
as  Sam  Walton  demonstrated,  a  go- 
getter  can  make  a  lot  of  money  out  of 
these  small  southern  towns.  Meet  Jere 
Beasley,  the  Sam  Walton  of  litigation. 

In  the  past  five  years  Jere  (pro- 
nounced Jerry)  Beasley  has  won  tort 
verdicts  and  settlements  totaling  at 
least  S66  million — and  almost  cer- 
tainlv  more — in  this  little  county 
courthouse.  Beasley  generally  charges 
die  plaintiff  lawyers'  going  rate  of 
33%  of  w  hatever  he  w  ins.  True,  some 
of  his  verdicts  have  been  reduced  later. 
Still,  Beasley  has  probably  earned, 
before  expenses  and  taxes,  a  bare  mini- 
mum of  S8  million  from  cases  brought 
in  Clayton .  Not  bad  for  a  court  respon- 
sible for  the  legal  business  of  just 
10,000  rural  Alabama  souls. 

Beasley  filed  cases  almost  as  fast  as 
Sam  Walton  opened  stores.  By 
Forbes'  count  Beasley  filed  just  2 
cases  in  the  Clayton  courthouse  in 
1989.  Tw  o  vears  later  die  number  w  as 
8;  in  1992^  17;  and  in  1993,  more 
dian  20  so  far.  And  Beasley  says  the 
number  is  much  higher. 

How  a  lawy  er  like  Jere  Beasley  can 
do  so  w  ell  for  himself  in  a  hamlet  like 
Clayton  speaks  volumes  about  how 
the  U.S.  tort  industry-  works.  Clayton 
is  the  capital  of  the  western  division  of 
rural  Barbour  County.  ( It's  an  oddity 
of  history  that  a  few  of  Alabama's  69 
counties  are  divided  in  half. )  The  son 
of  a  poor  farmer,  Jere  Beaslev  grew  up 
in  Clayton  and  got  his  law  degree  from 
the  University  of  Alabama  in  1962.  He 


was  elected  lieutenant-governor  of 
Alabama  in  1970,  on  a  ticket  with 
George  Wallace,  w  ho  also,  as  it  hap- 
pens, conies  from  Barbour  Count)'. 
Beasley  served  two  terms,  ran  for  gov- 
ernor in  1978,  and  lost.  At  which  point 
he  decided  to  practice  a  little  law  . 
One  of  Beaslev's  specialties  is  haul 


Plaintiff  attorney  Jere  Beasley  in  1972.  when 
he  was  lieutenant-governor  of  Alabama 
Now  one  of  the  nation's  richest  lawyers. 


ing  big  out-of-state  and  foreign  c 
porations  into  the  Clayton  coi 
house  and  then  convincing  a  jury  t 
the  greedy  corporations  have  d< 
grievous  injury  to  Beaslev's  local 
ent.  "Send  them  a  message"  was 
slogan  of  the  Wallace  presiden 
campaign  in  1968,  and  Beasley  ur 
Clayton's  juries  to  send  a  message 
corporate  headquarters  in  New  Yc 
Michigan,  Finland  or  Japan  by  so 
ing  it  to  the  defendants"  bottom  lir 

Beasley  won  his  biggest  Barb 
County  success  in  1990,  in  Bakei 
Harper,  the  biggest  of  what 
known  around  Alabama  as  the  Un 
Mortgage  cases.  A  contract 
Harper,  made  home  repair  loans 
poor  and  uneducated  families  a 
Clayton,  and  secured  the  loans  w 
mortgages  issued  by  the  Union  Mt 
gage  Co.,  a  Dallas  firm  owned 
Skopbank  of  Finland.  The  homeov 
ers  fell  behind  in  their  payments  i 
decided  they  had  been  overchan 
for  the  repairs.  Enter  Beasley.  1 
behalf  of  five  of  the  homeow  ners, 
convinced  a  Clayton  courthouse  j 
that  the  contractor  had  used  fraud 
obtain  the  mortgages — and  that 
evil  foreign-owned  bank  owed 
clients  more  than  their  homes  ba 
The  jury  agreed,  and  awarded  Be 
lev's  five  families  S45  million. 

The  aw  ard  was  grotesque;  the  p 
siding  judge,  William  H.  Roberts' 
later  reduced  it  to  S4.5  million. 

Bv  all  accounts  Beaslev  is  a  gr 
advocate,  simultaneously  smart  2 
folksy.  But  he's  also  got  a  cert 
home  court  advantage  in  the  Clayl 
courthouse.  It's  not  just  that  he  > 
raised  there.  His  sister-in-law  publi 
es  the  local  newspaper,  the  Clay 
Tribune,  and  county  circuit  juc 
Robertson  is  his  former  law  parti 
and  old  friend.  There  are  only  ab< 
6,000  jurors  eligible  to  serve  in  CI 
ton  court,  and  Beasley  seems  to  kn 
them  all. 

Asked  whether  it  would  be  a  gc 
idea  for  an  out-of-town  defendant 
get  local  counsel,  Judge  Roberts 
laughs:  "It  would  pretty  mi 
amount  to  malpractice  not  to." 

This  is  not  to  say  that  Clayton  is  t 
only  place  that  Beasley  wins.  In  Oc 
ber  he  won  a  S40  million  tentat 
settlement  of  a  class  action  suit 
Eufaula,  a  pretty  old  town  where  1 
courts  for  the  richer  and  more  pof 
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Your  symptoms  are  bothering  you,  but 
you're  still  waiting  to  see  your  doctor  about 
our  enlarged  prostate.  Maybe  it's  time  to  stop  waiting. 

Ask  your  doctor  about 
the  prescription  medicine  PROSCAR 


(FINASTERIDE) 


Finally,  a  medicine 
for  the  treatment 
of  symptomatic  benign 
prostate  enlargement 

du  can't  make  it  till  halftime  any- 
ore  without  having  to  go  to  the 
ithroom.  You're  getting  up  several 
tnes  a  night  to  urinate.  It's  begin- 
ng  to  bother  you,  but  up  to  now, 
>u've  lived  with  it.  The  question  is, 
lould  you? 

ntil  recently,  there  wasn't  a 
edicine  that  could  help  the  condition 
lown  as  symptomatic  benign 
•ostate  enlargement  or  BPH.  But 
>w  there  is  Proscar,  the  first  oral 
escription  medicine  that  can  actual - 
shrink  an  enlarged  prostate. 

owever,  it  is  important  to  know  the 
llowing:  PROSCAR  doesn't  work  for 
eryone.  Even  though  the  prostate 
rinks,  you  may  not  see  an  improue- 
ent  in  urinary  flow  or  symptoms, 
id  you  may  need  to  take  PROSCAR  for 
months  or  more  to  see  whether  it 
ips  you. 

low  PROSCAR  can  shrink  an 
enlarged  prostate 

5  a  man  ages,  a  key  hormone  can 
ilp  cause  the  prostate  to  grow. 


prostate  surrounds  part  of  the  urethra,  the  tube  that 
ies  urine  from  the  bladder.  As  the  prostate  enlarges,  it 
squeeze  the  urethra  and  cause  urinary  problems. 


PROSCAR  actually  blocks  the  produc- 
tion of  this  hormone,  so  it  helps 
shrink  the  prostate  to  a  smaller  size 
in  many  men.  As  a  result,  some  men 
treated  with  Proscar  experience  an 
increased  urinary  flow  and  an 
improvement  in  urinary  symptoms. 

Why  you  should  see  your 
doctor  soon 

The  problem  will  probably  not  get 
better  by  itself.  In  many  cases,  the 
prostate  continues  to  enlarge  and 
the  symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are  bother- 
ing you,  consult  your  family  doctor 
or  a  urologist  and  find  out  if 
Proscar  is  an  appropriate  treat- 
ment for  you.  It  is  also  important  to 
have  regular  checkups.  While 
benign  prostate  enlargement  is  not 
cancer  and  does  not  lead  to  cancer, 


the  two  conditions  can  exist  at  the 
same  time. 

Remember,  only  a  doctor  can  evalu- 
ate your  symptoms  and  their  possi- 
ble causes.  So  don't  wait  any  longer. 
You  may  find  out  that  your  enlarged 
prostate  can  be  made  into  a  smaller 
problem. 

For  a  free,  informative  booklet, 
"Every  man  should  know  about 
his  prostate,"  call  1-800-635-4452 
today. 


TABLETS 


(FINASTERIDE) 
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PATIENT  INFORMATION  ABOUT 

PROSCAR*  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•a  feeling  that  you  cannot  empty  your 
bladder  completely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him.  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  mav  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  eland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 
What  vou  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  nave  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4% 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR'  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 
are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  I  discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  vour  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
mav  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION'.  TALK  TO  YOUR 
PHARMACIST  OR  OTHER  HEALTH  CARE 
PROVIDER. 


A  MERCK 
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lous  eastern  half  of  Barbour  Cou 
are  located.  Judge  Robertson  presi 
in  Eufaula  as  well. 

Toting  up  his  record  since  19 
Beasley  admits  that  51  of  his  d 
have  resulted  in  jury  verdicts  or  set 
ments  of  SI  million  or  more,  soi 
times  much  more.  Away  from  E 
bour  County,  Beasley  won  $13  r 
lion  against  Sears,  Roebuck 
Lowndes  County;  S 1 5  million  agai 
General  Motors  in  Marengo  Coui 
and  S26  million  against  Ford  Mc 
Co.  in  Green  County.  All  three  c; 
were  ultimately  disposed  of  for  soi 
what  less,  either  because  the  aw 
was  reduced  by  the  Alabama  Suprc 
Court  or  because  Beasley  settled 
avoid  an  appeal.  But  the  reducti 
were  from  some  very  high  bases. 

Beasley  is  famous  for  dragging 
j  fendants  to  Clayton.  One  method 
a  case  involving  Chicago-based  U 
ed  Insurance  Co.,  he  sued  the  1< 
agent  at  the  same  time  he  sued  U 
ed.  If  he  had  sued  the  big  comp 
alone,  the  defendant  could  have 
moved  the  suit  to  federal  court,  wl 
the  jury  would  have  been  drawn  ft 
all  over  southern  Alabama,  and  Bi 
ley  would  have  lost  his  home  cc 
advantage. 

At  the  last  minute  Beasley  drop 
the  local  agent  from  the  case.  1 
way  he  could  assure  the  jury  1 
whatever  damages  it  awarded  wc 
come  from  the  treasury  of  a  face 
corporation  far  away,  not  from 
pockets  of  a  local  man.  By  then,  it 
too  late  for  the  big  insurance  corn 
nv  to  get  into  federal  court,  beca 
federal  law  bars  cases  that  are  m 
than  a  year  old. 

If  they  get  stuck  in  Clayton,  Bi 
ley's  defendants  usually  clamor  to 
de.  Japanese  tractor  manufadj 
Kobuta,  for  example,  setded  a  wro 
ful  death  action  earlier  this  year 
S10  million,  after  five  days  of  tria 
Clayton.  Says  one  attorney  who 
tied  with  Beasley:  "There's  no  w 
would  have  paid  the  money  I  did 
this  case  in  my  home  county." 

The  way  things  are  going,  Beas 
who's  58,  is  set  to  become  one  of 
nation's  wealthiest  lawyers,  if  he  i 
already.  Right  now,  he  says,  he 
more  than  350  lawsuits  pending 
around  the  state.  Whoever 
there's  no  money  in  small  to 
didn't  know  about  Jere  Beasley. 

Forbes  ■  December  6,  1 
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n  an  eta  of  loweied  expectations, 

F.  Rowe  Price  introduces 
i  contrarian  point  of  view. 


resenting  the  new  Summit  Funds. 

Rowe  Price  believes  that  even  in  these  "settle  for  less  90s,"  mutual  fund 
vestors  deserve  the  opportunity  to  achieve  higher  investment  performance 
ithout  giving  up  service.  Which  is  why  we've  designed  an  investment 
jportunity  to  meet  higher  expectations. 

igher  returns  through  lower  costs.  Our  new  Summit  family  of 
)-load  income  and  municipal  funds  employ  a  low-expense  strategy  to  achieve 
gher  returns.  A  minimum  balance  of  $25,000  allows  the  funds  to  operate 
ore  efficiently.  The  resulting  savings  are  passed  along  to  you  in  the  form  of 
gher  returns. 

D  compromise  in  service.  You  can  expect  service  that  will  help  you 
anage  your  investments.  Our  highly  trained  fixed-income  service  represen- 
tives  will  not  only  handle  your  transactions,  but  also  provide  information 
iout  fixed-income  markets  and  investing. 

eil  keep  you  well  informed.  In  addition  to  quarterly  reports,  you'll 
ceive  topical  market  information  in  our  Credit  Markets  Newsletter  and  one 
nvenient  consolidated  monthly  statement  of  your  T.  Rowe  Price 
vestments. 

3  a  la  carte  fees.  Unlike  other  low-expense  funds,  there  are  no  additional 
is  for  any  of  our  services.  All  Summit  Funds  offer  free  checkwriting,  no 
.arges  for  redemptions  or  exchanges,  and  all  are  100%  no  load. 

in't  settle  for  less.  Pursue  higher  returns  and  receive  the  service  you 
serve.  Call  today  for  more  information  and  a  free  investment  kit. 

all  today  for  a  free  kit.  1-800-341-0782. 


The  T.  Rowe  Price 
Summit  Funds 

Income  Funds 
Cash  Reserves 
Limited-Term  Bond 
GNMA 

Municipal  Funds* 

Municipal  Money 
Market 

Municipal 
intermediate 

Municipal  Income 


t 


Achieving  higher 
yields  through 
lower  expenses. 


Invest  With  Confidence 

TRoweRice 


jme  income  may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax.  Yields  and  share  prices  of  bond  funds  will  vary  with 
;rest  rate  changes.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges  and  expenses.  Read  it 
efully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  smmo20310 


Can  an  electric  utility  expand  overseas? 
SCEcorp  has,  but  not  without  stubbing  its  toes. 

Mission's 
mission 


By  Paul  Klebnikov 

Since  he  took  over  as  chairman  of 
SCEcorp  in  1990,  John  Bryson  has 
had  a  tough  time.  The  S8.1  billion 
(estimated  1993  revenues)  holding 
company  tor  Southern  California  Edi- 
son has  had  to  deal  with  a  deeply 
depressed  California  econ- 
omy. Earnings  dropped  last 
year  and  will  probably  drop 
further:  Regulators  want  to 
cut  SCEcorp's  allowed  re- 
turn on  equity  to  10.8% 
next  year;  in  the  mid-1980s 
it  was  15.5%.  Recendy 
around  S20  a  share,  SCE- 
corp's stock  is  near  its  two- 
year  low.  Yield:  7%,  signifi- 
candy  above  that  of  most 
big  electric  utilities. 

Until  recently,  the  bright 
light  in  this  hostile  environ- 
ment was  SCEcorp's  un- 
regulated independent 
power- producing  subsid- 
iary Mission  Energv  Co. 
Established  in  1986^  Mis- 
sion has  grown  from  noth- 
ing into  one  of  the  nation's 
largest  independent  power 
producers.  On  revenues  of 
S602  million  last  year.  Mis- 
sion earned  S89  million 
and  contributed  20  cents 
out  of  SCEcorp's  SI. 66  in  earnings 
per  share,  adjusted  for  a  2-for-l  split. 

But  lately,  even  Mission  Energy  has 
been  misfiring.  Mission's  earnings 
will  drop  by  nearly  half  next  year,  to  a 
base  of  about  S50  million. 

What's  Mission's  problem?  \Miile 
most  of  its  revenues  are  generated  by 
dozens  of  unregulated  independent 
power  plants  Mission  co-owns  and 
operates  across  the  U.S.,  Mission  En- 
ergy is  also  the  most  aggressive  inde- 


pendent pow  er  company  doing  busi- 
ness overseas.  It  has  invested  about 
S340  million  in  power  plants  in  En- 
gland, Spain  and  Australia,  and  is 
negotiating  to  build  and  co-own  a 
S2.5  billion  coal-fired  plant  in  Indo- 


We  didn't  have  a  very  good  reading  on  Mexican  politics 


nesia.  It  is  currently  looking  at  proj- 
ects in  India.  China  and  the  Philip- 
pines, and  may  participate  in  the  pri- 
vatization of  Mexican  and  Peruvian 
electric  companies.  Other  U.S.  elec- 
tric companies — notably  Duke  Pow- 
er, Southern  Co.  and  Nipsco  Indus- 
tries— have  invested  overseas,  but 
usually  not  on  Mission's  scale. 

Expanding  overseas  makes  sense. 
While  U.S.  electricity  consumption  is 
projected  to  grow  at  about  2.5%  an- 


nually over  the  next  decade,  elect 
ity  consumption  is  projected  to  g 
annually  at  5%  to  10%  in  Latin  Am 
ca,  and  8%  to  14%  in  Asia. 

But  as  Bryson  has  discovered,  tl 
are  pitfalls  overseas,  too.  A  per 
example  is  Mexico's  SI  .8  billion  ( 
bon  II  project,  a  1,400-megaw 
coal-fired  plant  being  built  just  sc 
of  the  Texas  border.  Part  of  Presic 
Carlos  Salinas'  ambitious  plan  to 
vatize  much  of  Mexico's  indu< 
Carbon  II  was  slated  to  begin  con 
on  line  in  1993.  In  December  1' 
Mission  Energy  was  asked  by  the  5 
nas  government  to  buy  49°:  of  ( 
bon  DL  Bryson  agreed. 

But  a  year  into  the  deal  the  st 
owned  Mexican  electric  monoj 
began  to  organize  opposition  to 
deal.  "We  found  we  didn't  have  a 1 
good  reading  on  Mexican  politi 
admits  Bryson.  Meanwl 
U.S.  environmental  grc 
began  protesting  Carl 
II.  claiming  the  p 
would  pollute  Big  B 
National  Park  across 
border  in  Texas. 

Result:  Last  Septen 
Mission  Energy  pulled 
of  Carbon  II.  Mission 
back  most  of  its  investm 
but  still  had  to  take  an 
million  aftertax  charge, 
revise  its  earnings  pro 
tions  sharply  downw 
That,  plus  some  future 
enue  losses  associated  \ 
badly  predicted  en< 
prices  at  some  of  Missii 
U.S.  plants,  will  cause 
sharp  earnings  drop  i 
year.  Most  analysts  exj 
earnings  to  begin  buile 
again  from  the  S50  mil 
level. 

Bryson  was  prepared 
the  bad  news.  He  had  f 
Mission  Energy  President  James  1 
natelli  in  May  and  replaced  him  \ 
Edw  ard  Muller.  The  former  chie 
nancial  officer  at  aerospace  firm  W 
taker  Corp.,  Muller  has  strong  in 
national  experience  and  promise; 
won't  let  the  Carbon  II  mishap  | 
vent  Mission  from  investing  in 
eign  power  projects — the  poter 
rewards,  he  says,  far  outweigh 
risks,  especially  as  Mission  learns  fi 
its  inevitable  mistakes.  Muller:  **' 
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ould  glenfiddich  ever  be  any  smoother? 
Perhaps  if  served  over  a  little  ice. 


The  perfect  holiday  gift. 

to  send  a  gift  of  glionfiddich  anywhere  in  the  u.s..  call  1-800-238-4373. 

Single  malt  scotch  with  extraordinary  character. 
Distilled  and  mottled  hy  the  (J rant  family  sincio  1887. 
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WHAT  OTHERS 
PROMISE  TOMORROW 


Intel,  Unisys  Said  to  Plan  to  Develop 
Commercial  Uses  of  Parallel  Processing 

to  bear  (mil  until  1995.  And  it  will  (ace  stiff 

 competition  from  others  who  have  already 

entered  the  market  or  are  planning  to 
soon.  Among  larger  companies,  that  in- 
cludes InternaOonaJ  Business  Machine 


Intel  Corp  and  I'ntsys  Corp  are  team- 
ing up  in  the  race  lo  develop  a  form  of 
high  performance  computing  power 
known  as  parallel  processing  for  th*1  com 
mercial  market,  industry  official!  said. 

Intel  and  Unisys  declined  to  com- 
ment. 

Their  development  agreement,  which  is 
I  scheduled  to  be  announced  today  in  Santa 
f  Clara. Calif .  isanatlemji 
[■the  building  b|c 
currently 


Corp.,  which  Is  planning  to  infpa*^ 
parallel  entry  by  year  end. 

One  parallel-compu^^" 
always  focused  on  to* 
is  Teradata,  no* 
Telephone 
has  done/ 


i ids  HUW 


Parallel  box 
draws  near 


IBM  is  essentially  on  schedule  with  its 
Enterprise  System/9000  parallel  proces- 
sor announcement  set  for  later  this  year, 
a  company  executive  said  last  week  But 
the  unveiling  will  likely  take  place  in  Oc- 
tober —  or  even  later. 
The  machine,  intended  to  handle  com- 
lex  database  queries  and  off-load  that 
m  the  regular  mainframe,  will  be 
any  as^O  processors  in 
It  will  con- 


THE  PARALLEL 
UNIVERSE  GRO 


Unisys,  Intel,  and  IBM  are 
into  "alternative  mainfram< 


If  two  heads  are  better  than 
not  a  dozen?  Or  50.  or  10* 
the  latest  thinking  in  the  cc 
data  processing  market.  For 
mainframers  such  as  IBM  an 
have  struggled  to  build  the  fa 
git-  computer  possible.  But  no1 
bumping  into  fundamental  ph> 
its.  making  each  new  speeduj 
expensive.  So,  the  commerc: 
frame  industry,  like  supercomp 
ers  before  it.  is  turning  to  paj 
cessing,  ganging  togetjj 
cheap  microprocj 
computing 


THE  POWER  OF  RELIABLE  COMMERC 


The  new  Himalaya  range  of  business  servers 
combines  Tandem 's  unique  parallel  processing 
architecture  with  industry  standard  RISC 
technology  and  three-dimensional  TorusNet 
inter  connectivity  to  provide  the  highest 
levels  of  performance  at  the  lowest  cost  of 
ownership.  We  deliver  the  power  other  ven- 
dors only  promise:  permanent  availability, 
unmatched  data  integrity,  open  interoper- 


ability and  development,  the  only 
tolerant  parallel  systems  that  will  pi 
UNIX®  personality  and  TUXEDO' 
virtually  unlimited  scalability.  In  fac 
Himalaya  range  of  servers  will  expana 
two  processors  to  more  than  4,0 
and  up  to  1,500  terabytes  of  stt 
capacity — giving  you  the  ability  to  gr 
your  processing  and  storage  needs 


1     UX  AND  TUXEDO  ARE  REGISTERED  TRADEMARKS  OF  UNIX  SYSTEMS  LABORATORIES,  Inc.  IN  THE  U.S.  AND  OTHER  COUNTRIES.    HIMALAYA,  TORUSNET,  AN1 


TANDEM 
DELIVERS  TODAY. 


LALLEL  PROCESSING  IS  HERE  TODAY. 


y  Tandem  has  the  systems  you  need 
■un  your  largest  business-critical 
'ications  at  peak  performance.  To  see 
we  deliver  the  power  of  parallelism  for 
broadest  range  of  online  transaction 
:essing,  client/server  messaging,  and 
sion  support  applications,  call  us  at 
^0-9 59-2492,  Ext.  312.  Why  wait  for 
orrow  when  Tandem  has  it  today? 


TANDEM 


To  find  out  how  to  get  real  reliability,  call  1-800-959-2492,  Ext.  312,  for  a  free 
copy  of  our  28-page  report  titled,  "Reliable  Computing  at  No  Price  Premium." 


DEMARKS  OF  TANDEM  COMPUTERS  INCORPORATED  IN  THE  U.S.  AND  OTHER  COUNTRIES.  ©1993  TANDEM  COMPUTERS  INCORPORATED.  ALL  RIGHTS  RESERVED. 


SCEcorp 


Good-bye, 
micromanagers? 

A  SINGLE  COPY  of 

Southern  California 
Edison's  rate  ease  pre- 
sented this  tall  to  the 
(. lalifornia  Public 
Utilities  Commission 
totals  5 1 ,000  pages, 
16  feet  high-  The  utility 
has  to  file  such  a  case 
ever)'  three  years. 

SCEcorp  Chairman 
John  Bryson  has  had 
enough  red  tape.  He 
is  proposing  radical 
change.  First,  utilities 
should  be  required  to 
file  only  once  every  six 
years.  Second,  Bryson  is 
proposing  what  he 
calls  "performance- 
based  regulation." 
Here's  what  that  means: 

Once  the  regulators 
set  a  utility's  rates,  for 
the  next  six  years  the 
utility  would  be  left 


alone.  The  only  ad- 
justments would  be 
automatic  ones:  up- 
ward for  inflation  and 
new  customer  addi- 
tions, downward  for  a 
productivity  improve- 
ment index  stipulated 
by  the  regulators.  If 
the  utility's  costs  rise  be- 
yond this  indexed 
rate,  shareholders 
would  pay.  If  costs  are 
lower,  then  sharehold- 
ers would  reap  the  re- 
wards ( at  least  until  the 
next  rate  case).  "'What 
we're  trying  to  do  is 
align  the  interests  of 
the  shareholders  with 
those  of  the  custo- 
mers," says  Bryson. 
"This  way  manage- 
ment will  have  an  incen- 
tive to  cut  costs  and 
increase  efficiency." 

Fuel  costs,  too, 
would  be  adjusted  not 
according  to  the  costs 


incurred,  but  according 
to  an  index  of  fuel 
prices.  "That  would  set 
a  mark  for  us  to  work 
against  and  would  give 
us  an  incentive  to  be 
smarter  and  more  cre- 
ative than  the  next 
guy,"  explains  Bryson. 
"And  it  would  keep 
the  regulators  out  of 
this  intrusive  micro- 
management." 

The  decision  on 
Bryson 's  rate  case  is  due 
by  the  end  of  next 
year.  One  encouraging 
sign:  California  regu- 
lators recently  approved 
a  similar,  though  less 
ambitious,  proposal  by 
San  Diego  Gas  & 
Electric  Co.  Since  Cali- 
fornia often  leads  the 
trend  in  utility  regula- 
tion, approval  of  Bry- 
son's  proposal  would 
likely  be  copied  in 
other  states.   -P.K.  ■§ 


best  possible  business  to  be  in  is  wt 
your  market  is  enormous  and  gn 
ing  fast." 

Might  Bryson  one  day  spin  off  A 
sion  Energy  to  SCEcorp's  sharehc 
ers?  There  are  good  arguments 
doing  so.  Wall  Street  would  prob; 
view  an  independent  Mission  as  a  | 
on  the  rapidly  developing  Asian 
Latin  American  economies,  and  \ 
it  a  higher  valuation  than  the  con 
ny  now  gets  implicitly,  as  a  subsid 
dwarfed  by  SCEcorp's  other  gene 
ing  assets. 

Even  on  its  reduced  earnings  t 
an  independent  Mission  might  i 
command  a  market  capitalizatioi 
over  $1  billion,  or  about  S2.50 
every  SCEcorp  share.  Meanwhile, 
cash  flow  from  SCEcorp's  reguk 
utility,  about  $4  a  share  after  tak 
out  Mission's  contribution,  is  stn 
enough  to  support  the  holding  c< 
pany's  stock  at  its  current  levels- 
higher,  if  Bryson  can  convince  rcgi 
tors  to  adopt  his  new  rate-setl 
mechanism  (see  box). 

But  if  Bryson  plans  to  spin 
Mission  Energy,  he's  playing  his  cs 
close  to  his  vest.  "Not  yet,"  is 
he'll  say. 


Ml 


u 


Here  s  a  takeover  everyone  will  feel  good  about.  From  the  moment  you  pass  through  got  the  votes  to  lake  over  the  Five-Diamond  Doral  Satumia  International  Spa  Resort 

the  gates  of  this  2.400-acre  resort,  you'll  discover  an  executive  retreat  just  made  for  Our  combined  nine-diamond  resort  can  accommodate  groups  from  25  to  1 

lop-level  conferences  and  meetings.  You've  gol  all  the  clout  you  need  lo  lake  over  the  about  our  special  Forbes  Reader  meeting  packages.  Then  sit  back  and  let  us  take  mi 

Four-Diamond  Doral  Resort  and  Country  Club,  home  of  the  Doral-Rvder  Open.  You've  Call  1-305-591-6453. 


DoralBResort 

AND      COUNTRY  CLUB 

44()0  \.U  SAh  Uxnue.  Doral,  Honda  3317$ 

Doral  Hotels.  Resorts,  Conference  Centers.  Spas  -  New  York  Citv 


Ihiralft  Salurnia 

INTERNATIONAL  SPA  RESORT 

S  7.5.5  N.W36th  Avenue.  Doral.  Honda  331S 

Rve  Brook.  New  York  •  Miami.  Flonda 


I  told  my  dad  I  bought  a  plain  paper  fax  for 

the  office.  He  looks  at  me  and  says, 
"What,  you  couldn't  afford  a  fancy  one?" 


n 


i- 


) 


Muratec  F-72  Plain  Paper  Fax 

Call  1-800-543-4636  for  more  information. 


rflurarer 

Faxes,  phones  and  whatever  we  think  of  next. 


1984 

Merrill  Lynch  establishes 
Business  Financial  Services 
to  meet  the  needs  of 
small  businesses. 


1986 


Six  times  over  a 
week,  Merrill  Lynch 
broadcasts  national 
teleconference  on 
the  Tax  Reform 
Act  of  1986  to 
100,000  investors. 


Me 
recoi 
clients 
bonds  a 
rate-sensit 
in  anticipati 
lower-than-e> 
inflation. 


FIVE 


In  recognition 
of  clients'  needs  for 
trust  and  estate 
planning  services, 
we  establish 
Merrill  Lynch 
Trust  Company. 


Survey  of  investment 
officers  names 
Merrill  Lynch  as  the 
most  helpful  firm  in  the  , 
aftermath  of  the  October 
market  decline. 


Rec 
effect 
interesi 
clients'  r< 
credit  neec 
Merrill  Lync 
development  i 
innovative  array 
home  mortgages. 


1985 


1987 


1989 


©  199  ?  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


1990  1992 

Merrill  Lynch  As  early  as  election 

forms  its  day,  Merrill  Lynch 

Insurance  Group  .   advises  investors  to 

to  provide  an  .    consider  municipal 

expanded  array  bonds  in  view  of 

.    of  retirement  and  potential  tax 
estate  planning                                                    .  increases, 
opportunities. 


ILLION  DOLLARS 


To  help  Americans 
focus  on  the  need  to 
save  for  retirement, 

With  money  market  Merrill  Lynch  takes  . 

rates  still  nearly  6%,  a  leadership  role 

Merrill  Lynch  alerts  in  the  401(k)  market 

clients  not  to  get  by  developing 

caught  short  and  to  educational  . 

lengthen  maturities.  programs  for  clients. 

1991  1993 


It  would  take  10  years  to  show  you  why  our  clients 
entrust  us  with  this  much  money. 

Ten  years  of  milestone  events  that  show  our  Financial  Consultants'  dedication 

to  giving  clients  the  soundest  financial  advice  possible,  their  commitment  to  helping  clients  achieve 

their  financial  goals  and  our  knowledge  of  economic  and  investment  trends. 

The  substantive  reasons  why  there  are  a  half  trillion  dollars  held  in  Merrill  Lynch  client  accounts. 

This  past  decade  has  made  a  difference  in  our  clients'  financial  future. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 


6  YOUR  OWN  BUSINESS 

— i  — —  


EM1NG  MEEKS 


Roxanne  Quimby's  father  forced  her  to  worry  about 
money  at  an  early  age,  then  disowned  her.  She  lived  a 
subsistence  existence  in  central  Maine  until  she  met 
Burt  the  beekeeper  and  started  a  business. 


Dear  Dad 


By  Dana  Wcchsler  Linden 

When  Roxannk  Quimby  was  5,  her 
father,  a  Harvard  Business  School- 
educated  sales  executive  and  frustrat- 
ed entrepreneur,  told  her  that  he'd 
match  whatever  money  she  saved  by 
the  time  she  started  college,  but  after 
that  she  was  on  her  own.  "It  was  a  lot 
of  pressure,"  says  Quimby,  now  43, 
"for  a  5-year-old." 

At  an  emotional  price,  the  disci- 
pline worked.  Until  she  finished  high 
school  in  Lexington,  Mass.  in  1968, 
Quimby  made  toys  and  hand-painted 
soaps,  and  her  younger  sister  Renee 
sold  them  to  neighbors.  They  worked 
for  their  father  on  his  numerous  en- 
trepreneurial projects  that  failed.  By 
the  end  of  high  school,  each  girl  had 
managed  to  bank  about  $5,000;  good 
to  his  word,  Dad  matched. 

Roxanne  went  on  to  the  San  Fran- 
cisco Art  Institute,  where  she  waited 
tables  and  earned  a  fine  arts  degree. 
She  also  moved  in  with  her  boyfriend. 
When  Quimby's  father  found  out 
about  the  live-in,  he  disowned  her. 

Quimby  and  the  boyfriend  (even- 
tually they  married)  scraped  by  on 
odd  jobs.  In  1975  they  moved  to 
Guilford,  Me.,  about  an  hour  north- 
west of  Bangor.  There  they  bought 
30  acres  of  land  for  $100  an  acre  and 
put  up  a  two-room  A-frame  house. 
No  electricity.  No  running  water.  "I 
wanted  to  see  if  I  could  survive," 
Quimby  recalls. 

Two  years  later,  when  Quimby  was 
27,  she  had  twins,  a  boy  and  a  girl. 
Survival  became  a  real  struggle  as  she 
washed  diapers  in  pots  of  boiling  wa- 
ter on  the  wood-burning  stove,  and 
wondered  if  she  would  ever  have  in- 
door plumbing.  When  her  marriage 
broke  apart  four  years  later,  Quimbv 
packed  everything  she  owned  onto  a 
toboggan  and  pulled  the  load  to  a 
friend's  house. 


to  me,"  says  Quimby.  "He  wj 
single  guy,  and  had  a  reputation 
hermit.  I  had  to  find  a  way  to 
through." 

A  romance  ensued  and  a  busii 
was  born.  Quimby  made  contacl 
telling  Shavitz  she  could  make  can 
from  his  discarded  beeswax  and  fa 
labels  for  his  honey  jars.  Shavitz,  t 
in  his  40s,  humored  her  at  first 
then  saw  Quimby  knew  sometr 
about  business  when  they  sold  t 
first  batch  at  a  local  high  school  ci 


You  can  call  Quimby's  father  a 
financial  tyrant,  but  the  moneymak- 
ing  skills  he  had  forced  her  to  develop 
now  began  to  come  in  handy.  For  the 
next  three  years  she  made  a  living 
working  local  flea  markets,  buying 
and  selling  clothing  and  trinkets. 

In  1984  Quimby's  luck  changed. 
She  met  a  kindred  spirit,  a  beekeeper 
named  Burt  Shavitz.  A  New  York  City 
native,  Shavitz  had  worked  as  a  free- 
lance photographer  for  Life  and  New 
York  magazines  in  the  late  Sixties, 
then  dropped  out  and  moved  to  cen- 
tral Maine.  He  sold  honey  by  the  side 
of  the  road  and  earned  maybe  $3,000 
a  year.  "He  was  a  very  romantic  figure 


fair  for  S200.  "That  was  a  loi 
money  for  me,"  says  Quimby.  "I 
psyched.  I  was  hooked." 

Quimby  and  Shavitz  dug  deep 
their  savings  and  came  up  with  $ 
to  launch  a  honey  and  beeswax  pi 
ucts  business.  They  spent  $65  c 
stainless  steel  boiler  for  dipping  < 
dies  and  $103  on  candle  dyes.  Po 
over  stacks  of  old  beekeeping  j< 
nals,  they  got  ideas  for  other  prod 
for  their  Burt's  Bees  line,  like  lip  b 
and  leather  boot  dressing,  made 
mixing  beeswax  with  bear  gre 
They  produced  the  line  in  an  al 
doned  one-room  schoolhouse  (r 
$150  a  year)  with  no  heat  or  eleo 
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rt's  Bees 
nders 

xanne  Quimby 
j  Burt  Shavitz 
m  Roxanne's 
:er  Renee  (below); 
ne  of  Burt's 
2S  products  (right) 
itarted  with  a 
rtnership  be- 
een  a  hard  up 
trepreneur  and  a 
ekeeper.  Now 
ire  isn't  enough 
eswax  in  the 
ite  of  Maine  to 
jply  Burt's 
es. 


,  and  sold  the  stuff  at  crafts  fairs  on 
:  weekends.  Since  neither  of  the 
o  had  a  phone,  they  talked  a  local 
llth  food  store  into  taking  mes- 
;es.  Quimby  set  a  seemingly  impos- 
le  goal:  SI 0,000  a  year  in  sales, 
rhe  turning  point  came  in  1989, 
len  they  w  ere  selling  their  wares  at  a 
iolesale  gift  show  in  West  Spring- 
Id,  Mass.  Louis  Sagar,  the  ow  ner  of 
ma,  a  tony  boutique  in  Manhat- 
i's  trendy  Soho  district,  spotted 
:ir  teddy-bear-shaped  candle.  Sagar 
t  it  in  his  store  window,  and  soon 
:  candles  were  flying  out  the  door. 
\s  Christmas  neared,  Sagar  kept 
ving  messages  at  the  health  food 


store.  The  messages  were 
repetitive:  Send  another 
shipment  of  100  candles, 
and  another.  Each  time, 
Quimby  stayed  up  all  night 
filling  the  orders. 

Soon  Quimby  set  a  new 
and  even  more  unlikely 
goal:  over  $1  million  a  year 
in  sales  by  the  time  her 
twins,  then  in  seventh 
grade,  w  ere  in  high  school. 
"If  you  don't  know  any- 
thing about  business,"  she 
says,  "you  don't  know 
what's  impossible."  To 
reach  the  new  target,  the 
partners  invested  a  big 
chunk  of  their  savings, 
$3,000,  in  a  booth  at  the 
New  York  International 
Gift  Fair.  Retail  accounts  poured  in. 

Burt's  Bees,  Inc.  was  officially 
formed  in  1991.  Quimby,  who  does 
the  design  work  and  oversees  produc- 
tion, owns  70%.  Shavitz  handles  sup- 
pliers and  bill  collection  and  owns  the 
rest.  Renee  Quimby,  who  earned  an 
M.B.A.  at  the  University  of  South 
Florida,  teamed  up  with  her  sister 
again  in  1991,  and  is  now  head  of 
Burt's  Bees'  sales  and  marketing. 

This  year  Burt's  Bees,  Inc.  will  sell 
oxer  $3  million  worth  of  its  products, 
everything  from  lip  balm  to  candles 
shaped  like  vegetables  to  beeswax  - 
based  moisturizing  cream.  You'll  find 
the  line  at  Bergdorf  Goodman  and 


Macy's,  and  in  the  pages  of  the  L.L. 
Bean  catalog.  Says  Louis  Sagar,  who 
still  sells  Burt's  Bees  products  in  his 
Zona  stores  in  New  York,  Tokyo  and 
Florence,  "They  have  an  American 
heartland  feeling,  and  they  stay  just 
on  the  other  side  of  being  hokey." 

Even  on  modest  volumes  the  busi- 
ness is  highly  profitable.  Burt's  Bees 
employs  just  35  to  50  people,  de- 
pending on  the  season.  And  it  doesn't 
cost  much — 23  cents  to  be  exact, 
including  overhead — to  mix  together 
beesw  ax,  almond  oil  and  a  few  other 
ingredients  that  go  into  Burt's  Bees' 
Lip  Balm,  its  most  popular  product. 
The  delicate  little  yellow  tins  whole- 
sale for  $1.10;  some  retailers  mark 
them  up  to  as  much  as  $5.  Overall, 
Quimby  says,  pretax  profits  have  been 
running  35%  of  sales.  Burt's  Bees  has 
$800,000  in  the  bank  and  no  debt. 

Quimby  and  Shavitz  w  atch  Burt's 
Bees'  cash  How  like  hawks.  They  turn 
down  orders  from  any  retailer — in- 
cluding such  powerhouses  as  I.  Mag 
nin  and  Dean  &  DeLuca — that  fails  to 
pay  for  its  merchandise  within  the 
specified  30  days.  As  a  result  of  this 
tough  policy,  Burt's  Bees  wrote  off 
less  than  $3,000  of  uncollected  reve- 
nues last  year. 

Convinced  that  they  can  double 
sales  within  the  next  two  years  and 
that  central  Maine  cannot  provide  the 
labor  force  or  management  talent 
they  need  to  grow,  Quimby  and  Sha- 
vitz plan  to  move  the  business  to 
North  Carolina  early  next  year. 
They've  hired  a  former  Revlon  manu- 
facturing manager  to  run  a  new,  more 
efficient  plant. 

Today  Quimby  and  Shavitz  each 
draw  $72,000  a  year  in  salary — not  a 
bad  income  in  rural  Maine.  But  they 
continue  to  lead  their  nonmaterialis- 
tic  lives.  Quimby  has  moved  to  a 
comfortable  but  modest  six-room 
house  and  sends  the  twins  to  a  board- 
ing school  nearby,  but  she  still  has  no 
phone.  Shavitz,  58,  lives  a  few  hun- 
dred feet  away  in  a  two-room  house 
with  no  plumbing.  When  he  needs 
electricity,  he  plugs  into  an  extension 
cord  from  Quimbv's  house. 

And  what  of  her  father,  the  frustrat- 
ed entrepreneur  who  disowned  her 
over  20  years  ago?  Quimby  says  she 
hasn't  spoken  to  him  in  seven  years. 
She  says  she's  thinking  of  sending  him 
this  article.  m 
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STAKHKw  YUUti  OWN  bUblWtbb 


Starting  a  furniture  business  may  seem  like  an  odd  way  to  change  the 
world,  but  David  Marsh  and  his  44  employees  don't  see  it  that  way. 

Idealist  makes  good 


By  Toni  Mack 

"There  is  so  much  in  the  world  that 
is  distasteful  to  me.  I  wanted  to  create 
a  world  that  was  satisfying  to  me." 

That\  45-year-old  David  Marsh 
explaining  what  led  him  to  start  a 
furniture  business.  A  thoughtful  man 
who  claims  to  have  read  Kierkegaard, 
Camus  and  other  existentialist  writers 
by  the  time  he  w  as  12,  Marsh  grew  up 
in  Houston's  posh  Memorial  suburb. 
When  he  was  15,  his  parents  let  him 


leave  home;  he  supported  himself  as  a 
guitarist,  a  social  worker,  even  as  a 
butler. 

But  it  wasn't  until  he  was  taking 
classes  at  a  Houston  college  in  1970 
that  Marsh  discovered  the  thing  he 
most  enjoyed:  woodworking.  He 
started  making  small  wooden  boxes 
and  selling  them  at  flea  markets. 
Then,  in  1975,  Marsh  and  three  part- 
ners began  making  elegant  rosewood 


and  walnut  conference  tables  and 
denzas  for  Houston  bankers  and 
men.  The  venture  was  quite  pr 
able;  Marsh  says  he  began  ean 
5100,000  a  year  almost  immedia 
Soon  he  had  a  three -year  backlo 
orders  to  fill. 

But  financial  success  did  not  b 
happiness.  "I  was  stressed  out  all 
time,"  says  Marsh. 

To  relax,  Marsh  made  a  very  di 


David  Marsh  of  Marsh  Furniture  Co.  at  his  studio  in  Houstor 
"ioyfulness  is  not  an  accident." 


100 


Forbes  ■  December  6,  1 


NCW  YOU  CAN  DRIVE  TOUR  EMPLOYEES 


I 


TO  WORK  EVERY  DAY  WITHOUT  LEAVING  \OUR  OFFICE 


With  a  vehicle  leasing  program  you  offer  them 
through  ART  Automotive  Services 


AT&T  Automotive  Services  can  help  you 
offer  a  unique  benefit  to  your  employees:  a 
turnkey,  private-label  employee  vehicle  leasing 
program. 

With  a  proud,  proven  history  in  serving  one 
of  the  country's  largest  employee  bases  -  AT&T, 
AT&T  Automotive  Services  can  establish  and 
maintain  the  employee  vehicle  leasing  program 
that's  right  for  your  organization. 

We  offer  you  the  financial  support  of  one 
of  the  largest  equipment  leasing  and  finance 
companies  in  the  world  -  AT&T  Capital 
Corporation  -  and,  for  your  employees,  the 
security  of  a  program  their  own  company 
endorses. 

Because  we  know  each  company  and  its 
employees  have  unique  needs,  our  professional 
and  knowledgeable  lease  consultants  will 


provide  you  with  specialized  and  individualized 
attention.  And  most  important,  the  employees' 
transaction  can  be  arranged  with  one  phone 
call.  No  hard  sell.  No  lines.  No  hassles.  No  third 
parties.  AT&T  Automotive  Services  gives  you 
everything  you  need  to  drive  your  employees 
to  work  without  leaving  your  office. 

AT&T  Automotive  Services  is  eager  to 
custom-design  an  employee  vehicle  leasing 
program  for  your  enterprise.  Simply  call 
412-826-8209  today. 


AT&T 

Capital  Corporation 


STARTING  YOUR  OWH  BUSIHESS 


cnt  kind  of  furniture  in  his  spare 
rime — ordinary  pine  pieces,  along  the 
simple  lines  of  Shaker,  Mennonite 
and  other  folk  styles.  In  1978  he  set 
up  a  new  company,  Marsh  Furniture 
Co.,  to  create  and  sell  these  simpler 
designs.  In  1980  his  partners  in  the 
office  furniture  venture,  no  happier 
than  he,  agreed  to  disband  that 
business. 

But  Marsh  hadn't  lost  his  old  ideal- 
ism; his  objective  at  Marsh  Furniture, 
he  says,  was  not  to  get  rich  but  to 
design  a  "social  experiment"  to  test 
two  theses.  Marsh:  "If  someone  has 
joy  in  producing  something,  it  will  be 
one  of  his  or  her  best  products.  And  if 
you  give  them  some  freedom,  they'll 
have  pride  and  self-esteem  in  what 
they  do." 

Using  a  workshop  behind  his  house 
as  his  base,  Marsh  began  testing  his 
theory  on  five  employees — kindred 
spirits  with  whom  he  made  furniture. 
The  theory  w  as  soon  confirmed  in  the 
marketplace.  By  1985  sales  had  dou- 
bled from  their  initial  rate  of  $  1 5,000 
or  so  a  month. 

Today  44  people  make  Marsh  fur- 
niture in  six  workshops  scattered 
around  the  Houston  area.  This  year 
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Marsh  Furniture  Co.  will  sell  about 
SI. 8  million  worth  of  its  whimsically 
styled  tables,  cabinets,  mirrors  and 
other  pieces  in  20  states  and  in  Eu- 
rope and  Japan.  When  the  Marsh 
Furniture  truck  arrived  at  a  trendy 
Berkeley,  Calif,  shop  called  Zia  two 
months  ago,  clamoring  customers 
bought  SI 9,000  worth  straight  off 
the  sidew  alk. 

To  picture  Marsh  Furniture's  style, 
imagine  19th-century  American  folk 
furniture  imbued  with  the  serious 
playfulness  of  Paul  Klee  or  Henri  Ma- 
tisse— a  plain  pine  tabletop,  say,  set  on 
painted  legs  shaped  like  the  wiggly 
side  of  a  bobby  pin.  The  furniture  is 
crafted  w  ith  old-style  hand  tools  and 
decorated  with  paint,  marbles,  tacks. 

Marsh  sets  the  general  style,  but 
w  ithin  its  loose  confines  his  craftsmen 
are  free  to  experiment.  F.ach  piece  is 
unique;  its  creators  sign  their  pieces 
with  caned  names,  symbols,  non- 
sense words — and  always,  some- 
where, the  word  "HA."  Explains 
Marsh:  "That's  to  tell  the  customer,  if 
you  don't  love  it,  don't  buy  it,  and  to 
remind  the  worker,  if  it's  not  fun, 
don't  do  it." 

Another  aspect  of  Marsh  Furni- 


ture's appeal:  price.  Despite  all 
labor  that  goes  into  Marsh  pic 
they  retail  for  as  little  as  S80  for  a  sc 
curio  shelves,  up  to  $2,000  If 
dining  set.  Marsh  can  charge- 
prices  and  still  make  money  (he 
he  nets  10%  to  13%  of  sales)  larj 
because  his  craftsmen  use  inexpen 
materials,  mainly  number-three  gr 
pine  lumber.  "Almost  no  one  wc 
say  it's  furniture  grade,"  says  Ma 
"It's  soft,  full  of  knots,  it  warps 
splits." 

The  raw  material  for  his  la 
line — called  Mucblcs  dc  Basura,  Sj 
ish  for  "furniture  of  trash" — is  e 
cheaper.  To  make  the  line.  Marsh 
his  workers  simply  pick  up  jun 
wood  for  free  along  roadsides 
from  construction  trash  bins. 

Marsh's  crew  is  a  ragtag  bund 
walk-ins.  Bill  McCoy  arrived  tl 
years  ago,  covered  with  tattoos 
sporting  long  straggly  hair;  he 
inarticulate    and    nearly  illitei 
"None  of  the  other  guys  w  anted 
around,"  says  Marsh. 

But  Marsh  recognized  McC 
enthusiasm  for  the  work  and,  i 
portfolio  of  tattoo  designs  Mc1 
showed  him,  a  potential  talent.  "> 
he's  everybody's  favorite," 
Marsh.  "He  became  one  of  our 
star  painters,  and  now  he's  mo< 
into  woodw  orking." 

Some  of  Marsh's  staff  work  by 
hour — S 1 0  to  S 1 5  an  hour  for  wc 
working,  for  example,  depending 
skill  level.  Others  are  indepexu 
contractors  who  get  paid  by  the  pi 
a  couple  of  them  make  aro 
S100,000ayear. 

For  all  his  business'  material 
cess,  Marsh  remains  an  idealist.  Al 
end  of  each  year,  Marsh  estim 
how  much  cash  he'll  need  for  wad 
capital  come  January.  After  t 
w  hatever  is  left  in  the  till  he  distrib 
to  his  workers  as  a  bonus.  Some  g 
much  as  510,000.  Marsh  hin 
earns  around  S275,000  a  year,  air 
all  of  it  from  the  sale  of  piece; 
niakes  personally. 

Asked  the  main  lesson  he 
learned  from  starting  his  own  b 
ness,  Marsh  replies  without  he 
tion:  "What  you  do  because  you 
it  is  your  best  investment  in  your 
and  your  best  chance  at  success." 

He  adds:  "Joyfulness  is  not 
accident." 
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One  day,  you're  on  one  side  of  the 
generation  gap.  Inevitably, 
the  next  day,  you  wake 
up  and  you  find  yourself 
on  the  other.  No  need  to  fret  - 
instead,  celebrate  your  passage  to 
adulthood  with  a  toast  of  Drambuie. 


An  exquisite  blend  of  the  finest  aged 
malt  whiskies,  heather 


honey  and  delicate  herbs 
creates  a  unique  taste  that 
pleasantly  lingers.  After  all,  it's 
not  that  bad  being  a  grown-up. 
YOUR  TIME  HAS  COME. 


UP  &  COMERS 

EDITED  DY  FLEMING  MEEKS 

When  a  rival  restaurateur  copied  Taco  Cabana's 
concept,  young  Richard  Cervera  pursued  him  all  the  way 
to  the  Supreme  Court.  He  won  there  and  is  winning 
even  bigger  on  Wail  Street. 


The  great 
taco  caper 


By  Christopher  Palmeri 


Late  one  June  evening  in  1985 
thief  broke  into  a  construction  trail 
at  t  he  site  of  a  new  Taco  Caba 
restaurant  in  San  Antonio.  The  th 
knew  what  he  was  alter.  He  took  or 
the  blueprints  for  the  Mexican  fa 
food  outlet.  Within  months  a  rl 
Mexican  food  chain  called  Two  Pes 
began  building  restaurants  nea 
identical  to  Taco  Cabana's. 

The  blueprint  thief  was  ne\ 
caught,  and  Two  Pesos'  found! 
Marno  McDermott,  insists  to  this  d 
that  he  got  the  plans  legitimate 
from  a  lighting  contractor.  But  Ta 
Cabana  President  Richard  Cera 
and  founder  Felix  Stehling  pursd 
the  case  all  the  way  to  the  U.S.  S 


Taco  Cabana 
President 
Richard  Cervera 
"Taco  Bell  has 
been  a  big  help 
in  educating 
people  about 
Mexican  food. 
We  think  we  can 
convince  them  tc 
trade  up." 
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prcmc  Court,  which  last  year  unani- 
mously agreed  that  Two  Pesos  had 
infringed  Taco  Cabana's  trademark. 
The  chain  was  forced  to  pay  Taco 
Cabana  $3.7  million  in  damages  and 
interest  and  redesign  its  stores. 

Taco  Cabana  took  the  money. 
Then  Cervera  turned  around  and 
made  an  offer  to  his  rival:  He  would 
acquire  the  31 -outlet  Two  Pesos 
chain  for  $18  million  in  Taco  Cabana 
stock,  plus  the  assumption  of  $4  mil- 
lion in  liabilities.  Two  Pesos'  manage- 
ment jumped  at  the  deal.  "Business  is 
business,"  McDermott,  now  55, 
shrugs.  And  good  business  it  was. 
The  Taco  Cabana  stock  McDermott 
and  other  Two  Pesos  shareholders 
received  is  up  nearly  60% — by  some 
$10  million — since  the  acquisition. 

Taco  Cabana  was  founded  by  Felix 
Stehling  in  1978.  Now  66,  Stehling  is 
a  San  Antonio  restaurateur  who,  over 
the  course  of  30  years,  tried  every- 
thing from  hamburger  stands  to 
nightclubs.  With  Taco  Cabana,  a 
cross  between  sit-down  restaurants 
and  fast  food,  Stehling  finally  hit  on  a 
hot  concept.  But  he  needed  a  manag- 
er experienced  in  chain  operations  to 


develop  the  concept. 

Richard  Cervera — only  30  when 
Stehling  brought  him  in  as  presi- 
dent— wasn't  old  in  years  but  he  was 
ancient  in  experience.  Starting  at  age 
4,  he  had  helped  his  mother  out  at  a 
luncheonette  she  owned  in  Washing- 
ton, D.C.  By  the  time  he  was  16,  he 
w  as  working  as  a  maitre  d"  at  a  fancy 
restaurant  in  town.  After  college  Cer- 
vera learned  about  the  promise  and 
the  perils  of  restaurant  chains  in  exec- 
utive positions  at  Chuck  E.  Cheese 
and  Huddruckers,  two  formerly  high 
living  chains  that  overexpanded  in  the 
mid-1980s. 

While  working  at  Fuddruckers'  San 
Antonio  headquarters  in  1985,  Cer- 
vera found  himself  eating  at  Taco 
Cabana  five  or  six  times  a  week.  "I 
loved  the  breakfast  tacos,"  he  recalls. 
Cervera  called  on  Stehling  and  asked 
if  he  could  buy  a  Taco  Cabana  fran- 
chise. Instead,  Stehling  hired  Cervera 
to  help  him  run  the  company. 

Cervera  pushed  Stehling  to  do 
something  about  McDermott  and  the 
other  competitors  w  ho  were  copving 
Taco  Cabana's  concept.  But  Cervera 
was  also  determined  to  expand  Taco 


Cabana  in  ways  that  would  avoid  t 
mistakes  of  his  previous  employers 
Chuck  E.  Cheese  and  Fuddrucfcj 
At  Taco  Cabana  he  worked  at  clusjg 
ing  the  chain's  stores,  to  get  a  big§ 
bang  for  his  advertising  dollars. 

"Wanton  expansion  without  : 
gard  for  market  dominance  is  sho 
sighted,"  he  says.  "We  want  40  loi 
dons  in  Houston  so  we  can  tell  c 
story  effectively  on  television."  (> 
the  past  two  years  Cervera  has  mj 
than  doubled  Taco  Cabana's  su 
count,  to  104,  yet  just  8  of  those  ; 
outside  Texas  (86  of  the  chain's  oi 
lets  are  company owned;  the  rest ; 
franchised). 

Another  thing  Cervera  learned 
his  past  jobs  was  to  keep  costs  dov 
Taco  Cabana's  administrative  c 
penses  are  just  3%  of  sales,  easily  h 
the  restaurant  industry  average.  "H 
body  has  secretaries,"  says  Cerve 
who  personally  writes  about  5 
thank-you  notes  a  month  to  empU 
ees  on  his  personal  computer. 

But  Cervera  doesn't  cut  corners 
food  preparation.  Chains  like  Pep 
Co's  4,500-outlet  Taco  Bell,  whi 
dominates  the  S4.8  billion  Mexic 
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CRUEDI  HOFMANN,  ESQ 


^-L\3^  silvery 
Intrepid™.  Smooth  and  satin 
finish  solid  stainless  steel  case 
and  bracelet  Decorative  units  per 
hour  bezel.  Subdials  tell  day,  month  i 
and  date.  Swiss  quartz.  Mineral 
crystal.  Water-resistant  to  99  feet. 


>quire 
trepid 


Intrepid" 
Bold  new 
exploration  in  sports  watch  design. 
Brushed  stainless  steel  case  and 
bracelet  accented  in  gleaming 
3-micron  23  karat  gold.  Deployant 
clasp.  Swiss  quartz.  Mineral  crystal. 
Water-resistant  to  99  feet. 


Esquire  is  an  extensive  collection  of  handsome  timepieces 
with  quality  features  and  details  rarely  found  in  watches  so  affordable. 

For  your  free  copy  of  our  exciting  new  Esquire  color  brochure, 
call  anytime  from  the  U.S.  or  Canada:  1-800-535-9657,  ext.  7215 

THE  ESQUIRE  WATCH. 
IT  HAS  YOUR  NAME  ON  IT. 


BLOOMINGDALE'S  •  MARSHALL  FIELD'S  •  LIFTMAN 


225-hp  Supercharged  V6 


Computer  Command  Adjustable  Ride' 


You  could 
spend  thousands  more 
on  a  luxury  Import. 

But  why? 


PONTIAC 

E  ARE  DRIVING  EXCITEMENT 


Details. 


Attention  to  them  sets  apart  the  finest  homes. 
And  the  finest  real  estate  agents. 


t  1993  The  Prudential  Real  Estate  Affiliates,  Inc.  Tn.  Prudential  and  (» 

are  registered  service  marfcs  of  The  Prudential  Insurance  Company  of  America. 
Equal  Housing  Opportunity,  til  Each  Company  Independently  Owned  and  Operated. 


ThePrudential  VMp 

Real  Estate  Affiliates 
Rock  solid  in  real  estate.' 


One  Of  The  Best  Kept  Secrets 
In  Growth  &  Income  Funds 


Benham  Income  &  Growth  Fund: 
Quietly  "Building  A  Strong  Reputation  In  Equities" 

—  Morningstar,  Inc. 


COMPARISON  OF  AVERAGE  ANNUAL  TOTAL  RETURNS  (12/17/90-9/30/93) 


bince  its  inception  on  December  17, 1990,  Benham  Income  &  Growth  Fund 
has  outperformed  the  S&P  500.  And  the  Fund  is  true  no-load,  so  vou  pay  no 
commissions.  Fund  expenses  are  limited  to  0.75%  of  assets,  well  below' the 
1.17%  average  for  funds  in  this  category.  (Source:  Momingstar,  Inc.) 

Call  1-800-472-3389,  Dept.  918 

□  The  Benham  Group® 

Managing  $10  billion  in  true  no-load  mutual  funds 

21.32%  is  the  one-year  total  return  through  9130/93.  Tlie  prospectus  provides  more  complete 
information  on  management  fees  and  expenses.  Read  it  carefidly  before  you  invest.  The  S&P  500  is  an 
uhmanaged  index  of  common  stocks  considered  to  be  representative  of  the  stock  market  as  a  whole.  Yield 
and  share  price  will  vary.  You  tnay  Imve  a  gain  or  loss  when  you  sell  shares.  Past  performance  is  no 
guarantee  of  future  resiilts.  Benham  Distributors.  Inc.,  1665 Charleston  Rd.,  Mtn.  View,  CA  94043 


fast- food  market,  prepare  a  large  p 
of  \\  hat  they  sell  away  from  the  rest 
rants,  and  reheat  things  on  site. 

Taco  Cabana,  by  contrast,  ma 
nearly  everything  from  scratch  in  e; 
restaurant.  Taco  Cabana  uses  noth 
but  midwestern  grain-fed  beef  for 
fajita  meat,  and  lets  it  sit  for  18  ho 
in  a  marinade  of  fruit  juices,  garlic  £ 
spices.  Even  the  tortillas  are  m; 
fresh  constantly.  And  unlike  m 
fast-food  chains,  Taco  Cabana  s 
alcohol — SI. 89  for  a  frozen  marg 
ta,  for  example.  That  helps  bo 
Taco  Cabana's  average  dinner  ch 
to  S5.14,  compared  with  S3. 80  fi 
tvpical  Mexican  fast-food  chain  c 
let.  Average  annual  per-store  sale; 
Taco  Cabana  were  SI. 8  million 
year,  about  twice  the  average  for  T 
Bell  and  20%  more  than  the  typ 
McDonald's. 

A  year  ago  Stehling  and  Cerv 
decided  to  take  advantage  of 
strong  market  for  restaurant  iss 
and  sold  30%  of  Taco  Cabana  to 
public  for  S35  million;  S20  million 
that  went  to  the  company,  the  res 
insiders.  Since  then  the  shares  h 
more  than  doubled,  to  a  recent  sp 
adjusted  price  of  19%.  Cervera  o\ 
just  over  3%  of  Taco  Cabana,  wc 
S9  million;  Stehling  owns  over  tv 
that  amount. 

At  nearly  S270  million,  Taco  1 
bana's  stock  market  value  bears  li 
relationship  to  the  company's  cun 
size  and  immediate  prospects, 
consensus  among  Wall  Street  anal 
is  that  the  company  will  earn  just  S 
million  (55  cents  a  share )  this  year, 
revenues  of  SI  00  million. 

So  the  pressure  is  on  Cervera 
expand  at  a  hectic  pace.  One  slip  i 
it'll  be  ;Hasta  la  vista!  to  the  stock 
a  while.  But  Cervera  thinks  he 
deliver.  He  says  he'll  create  his  r 
clusters  of  Taco  Cabana  outlets 
southern  California  and  Atlanta, 
in  those  markets  he'll  expand  so 
with  franchised  stores — he  can 
pand  faster  on  a  smaller  capital  t 
that  way. 

As  to  the  growing  compctit 
among  Mexican  food  chains,  Ceri 
manages  to  praise  both  himself 
his  chief  rival  when  he  says:  "T 
Bell  has  been  a  big  help  in  educal 
people  around  the  country  ab 
Mexican  food.  We  think  we  can  c 
vince  them  to  trade  up." 
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Award-Winning  Performance 


It's  a  rare  honor  for  an  operation  and  /  or  plant  to 
be  recognized  for  overall  performance  by  one  of  its 
customers.  But  every  year  Fansteel  operations  ^re 
recognized  dozens  of  times  for  their  abilities  to  meet 
or  exceed  their  customers'  quality,  cost  and  delivery 
requirements. 

Fansteel  is  a  specialty  metals  manufacturer  of 
forgings,  investment  and  sand  mold  castings,  special 
wire  forms,  tungsten  carbide  wear  resistant  machine 
parts,  cutting,  mining  and  construction  tools  for  a 
variety  of  highly  technical  industries.  Our  customers 
demand  and  expect  zero  defect,  superior  quality, 
and  on-time  deliveries.  We've  continually  exceeded 
these  requirements  by  developing  a  combination  of 


technical  expertise,  manufacturing  excellence,  and  a 
highly  trained,  motivated  and  dedicated  work  force. 

Our  constant  attention  to  the  development  of  these 
skills  insures  that  Fansteel  will  continue  to  meet  or 
exceed  our  customers'  requirements  for  years  to  come. 

Fansteel's  award-winning  performance  is  just  one 
more  reason  why  it  will  pay  to  know  more  about  us. 

landed 

1  Tantalum  Place  \ 
North  Chicago,  IL  60064 
708-689-4900 


Aerospace  and  Weapon  System  Components, 

Tools,  Tool  Holding  Devices,  Coal  Mining 
rts  and  Special  Wire  Forms. 


Who  says  old  dogs  can't  learn  new  tricks?  Xilinx  Inc.'s 
Bernard  Vonderschmitt  was  58  when  he  got  his  M.B.A. 
and  60  when  he  started  his  semiconductor  company. 

Silicon  Valley's 
septuagenarian 


By  William  P.  Barrett 

Lean  and  wiry  Bernard  Vonder- 
schmitt, an  electrical  engineer  by 
training,  spent  25  years  working  in 
solid-state  electronics  for  giant  RCA. 
But  by  1979  Vonderschmitt  decided 
that  RCA  had  lost  interest  in  cutting- 
edge  technology  and  his  passion  for 
the  work  had  evaporated.  "I  left  after 
they  bought  a  consumer  finance  com- 
pany," he  says,  referring  to  RCA's 
acquisition  ofciT  Financial  Corp. 

Then  56,  Vonderschmitt  taught 
himself  some  new  tricks.  He  went 
back  to  school  full  time  for  an  M.B.A. 
at  Rider  College,  in  Lawrenceville, 
N.J.  Degree  in  hand,  in  1982  he 
moved  to  Campbell,  Calif,  where  he 
joined  Zilog  Inc.,  a  tiny  semiconduc- 
tor chipmaking  subsidiary  of  mighty 
Exxon  Corp.  Vonderschmitt  ran  the 
little  company's  operations. 

At  Zilog  one  of  Vonderschmitt's 
top  engineers,  Ross  Freeman,  devel- 
oped an  idea  for  a  chip  that  could  be 
programmed  by  a  customer  after  it 
was  manufactured.  Vonderschmitt, 
Freeman  and  another  colleague  asked 
Zilog's  top  management  to  put  up 
some  capital  to  develop  Freeman's 
design.  "They  weren't  interested," 
Vonderschmitt  says. 

So  in  1984  Vonderschmitt  hit  the 
road  again,  this  time  with  Freeman 
and  the  third  colleague  in  tow.  To- 
gether they  raised  $4.25  million  in 
venture  capital  and  started  their  own 
company,  San  Jose-based  Xilinx  Inc., 
to  produce  Freeman's  new  chip.  Von- 
derschmitt was  60. 

What  made  Xilinx's  chip  special? 
When  you  buy  a  custom-designed 
chip  from  Texas  Instruments,  say,  or 
Advanced  Micro  Devices,  it's  like 
buying  a  house  that  has  been  finished, 


right  down  to  the  carpets  and  drapes. 
But  buying  one  of  Xilinx's  chips  is  like 
buying  the  shell  of  a  house  and  then 
finishing  off  the  interior  work 
yourself. 


chip  do  his  chosen  tasks,  with 
going  back  to  the  chipmaker  for  a< 
tional  custom  work.  This  saves  t 
and  speeds  the  creative  product 
sign  process. 

Companies  like  Cabletron  Svst 
Inc.  and  SynOptics  Communicati 
Inc.,  both  in  the  rapidly  chang 
local  area  network  equipment  b 
ness,  regularly  use  Xilinx's  chips, 
cause  of  constant  design  modi] 
dons,  Nokia  Cellular  Systems 
used  Xilinx  chips  to  develop  a  mo 
telephone  network  system. 

Competition?  Other  semiconc 
tor  firms — among  them  Actel  G 
and  Altera  Corp. — produce  field  \ 
grammable  gate  array  chips.  But  n 
has  been  able  to  make  a  big  den 
Xilinx's  order  book.  To  this  day  Xi 
controls  nearly  two-thirds  of  the  r 
ket  for  programmable  chips  and  is 


Xilinx's  Bernard  Vonderschmitt 

A  refugee  from  big  corporations. 


Ross  Freeman's  contribution  was 
something  called  a  field  programma- 
ble gate  array.  Instead  of  starting  from 
scratch  with  a  chip  design  and  creat- 
ing a  series  of  gates,  or  connections,  to 
perform  specific  tasks,  Xilinx  chips 
come  with  as  many  as  13,000  pro- 
grammable, or  open,  gates  built  in. 

Using  software,  the  manufacturer 
finishes  the  Xilinx  chip's  interior  work 
himself — closing  gates  to  make  the 


only  chipmaker  in  that  niche  \ 
gross  margins  over  60%.  High 
limes  and  high  margins  allow  Xilin 
reinvest  heavily  in  new  technolog 
Ross  Freeman  died  in  1989  and 
third  original  partner  left  Xilinx 
following  year.  But  Vonderschn 
who  turned  70  in  October,  is 
going  strong,  and  coining  money 
its  latest  fiscal  year  (ended  last 
31)  Xilinx  netted  $27  million. 
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Seized  Aircraft  Auction 


p. 15  a  share,  on  sales  of  $178  mil- 
lion. This  year  analysts  expect  earni- 
ngs to  jump  to  $38  million,  or  $1.60 
.  share.  Since  going  public  in  1990, 
ulinx's  shares  have  quadrupled,  to  a 
ecent  39%,  valuing  Xilinx  at  a  steep 
»894  million.  Vonderschmitt's  3% 
tolding  is  worth  $28  million;  he  owns 
uch  a  small  piece  because  Xilinx's 
enture  capitalists — Hambrecht  & 
£uist  and  Kleiner  Perkins  Caufield  & 
Jyers  among  them — took  nearly  two- 
hirds  of  the  company's  equity. 

If  Xilinx  has  a  problem  it's  this:  The 
ompany  makes  a  product  that  can  be 

victim  of  its  own  success.  While 
;iving  maximum  flexibility  to  the 
nanufacturer,  programmable  chips 
ost  about  six  times  what  a  factory- 
irogrammed  chip  costs  when  made  in 
olume.  A  manufacturer  with  a  new 
Toduct  will  sometimes  buy  Xilinx 
hips  to  launch  the  product.  Then,  if 
be  product  is  successful,  the  rhanu- 
icturer  replaces  them  with  custom - 
esigned  chips  that  are  much  cheaper 
l  bulk.  Cabletron  Systems  is  a  case  in 
oint.  Cabletron  has  used  Xilinx  chips 
l  the  development  of  its  intelligent 
ubs,  which  manage  information 
ow  within  networks,  since  1989.  But 
s  soon  as  the  new  product  begins 
enerating  high  volumes,  the  compa- 
y  goes  to  custom-designed  chips. 

To  embed  more  Xilinx  chips  in 
igh-volume  products,  Vonder- 
jfhmitt  is  trying  to  narrow  the  price 
ifferential  between  custom  chips  and 
is  programmable  chips.  He's  at- 
empting  this  mainly  by  developing 
riore  efficient  manufacturing  pro- 
esses  and  chip  designs.  Toward  this 
nd  Vonderschmitt  has  doubled  Xi- 
nx's  research  and  development  ex- 
enditures  over  the  last  two  years, 
ast  year  the  R&D  budget  topped  $24 
lillion,  a  high  13  .7%  of  sales. 

As  he  enters  his  eighth  decade, 
'onderschmitt  is  in  good  health  and 
lys  he  has  no  plans  to  step  down, 
rlost  important,  he's  still  learning— 
l  the  rapidly  changing  semiconduc- 
m  business,  his  mind  can't  afford  to 
.and  still.  "If  you  are  associated  with 
n  old  technology  and  something 
ew  comes  along,"  says  Vonder- 
;hmitt,  recalling  his  days  at  RCA  and 
-xxon,  "management  is  often  ineffi- 
ient  and  won't  make  the  leap."  Not 
Bach  danger  of  that  happening  at 
ilinx.  HH 
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DC-9  -  15  Executive  Jet 
Complete  Luxury  Interior 

Estimated  price  range  $3.1M  -  $4.9M 

For  Complete  Information  And  Color  Brochure  Contact  John  Saunders 
310-618-0164  or  310-787  0084  (fax) 


Mm  Larry  Latham 
==auctioneers 


<A>  EGcG  DYNATREND 

Sale  contractor  for  U.S.  Customs  Services  Auctions 
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one  of  the  best  five-year  track 
records  in  the  business. " 


—The  New  York  Times  9-12-93 


The  Kaufmann  Fund 


_  5  Year  Compounded  Annual  Return  * 


S&P  500 
Annual 
Return 

14.7% 


KAUFX 
FUND*  * 

Annual 
Return 

23.4% 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  co-managers. 


More  than  twice  the  average  total 
annual  return  of  all  funds.* 


For  information  call: 


1-800-346-5263 


*  Five  year  period  ending  9/30/93,  per  Lipper  Analytical  Services,  Inc. 

"The  Fund's  compounded  annualized  return  to  September  30,  1993  for  the  one  year,  and 
2/86-9/93  (since  inception)  periods  are  38.59%,  16.32%  respectively.  Total  returns  for 
periods  ending  September  30,  1993  are  historical  and  include  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee  and  a  12b-1 
fee  in  excess  of  0.25%.  For  more  information  including  charges  and  expenses,  please  read 
the  prospectus  carefully  before  you  invest.  The  performance  cited  represents  past 
performance  which  is  not  indicative  of  future  results;  investment  performance  fluctuates; 
fund  shares  when  redeemed  may  be  worth  more  or  less  than  original  cost. 
THE  KAUFMANN  FUND,  INC.  •  17  Battery  Place,  New  York,  NY  10004  •  Fax  (212)  344-6227 


I  B  M 


Software 


IBM  is  a  registered  trademark  and  Information  Warehouse  is  a  trademark  of  International  Business  Machines  Corporation  All  others  are  trademarks  of  VF  Corporation  ©  199 

"IBM's  Information  Warehouse 
is  helping  us  fit  more  markets, 

faster  and  better."  Lynn  Hazlett,  Vice  President  - 

Business  Systems,  VF  Corporation.  Some  companies  have  so  much  data 
scattered  in  so  many  places,  they  can't  even  begin  to  get  at  it.  Much  less  make  s< 
of  it.  But  VF  Corporation  positively  thrives  on  the  stuff. 

Using  IBM's  Information  Warehouse"  framework,  they  built  a  system  that  pulls 


y  sales  data  from  over  35,000  stores  and  turns  it  into  market  intelligence,  revealing 
tomer  buying  trends  as  they  happen.  So  while  their  competitors  are  guessing, 
knows  exactly  what's  going  on  and  can  do  something  about  it. 
^s  a  result,  VF's  manufacturing  cycle — for  Lee,  Wrangler,  Jantzen,  Vanity  Fair  and 
other  brands — has  gone  from  the  usual  15  days  to  5,  and  they're  restocking  retailers 
days  instead  of  70.  They're  also  learning  what  it  takes  to  enter  new  markets  more 
lictably  and  successfully,  which  helps  explain  their  consistent  growth, 
fet  their  raw  material  is  what  everyone  else  has,  data.  The  difference  is  their  ability 
ull  it  together  quickly  from  radically  different  sources  and  to  present  it  in  a  way 
s  clear  and  enlightening.  IBM's  Information  Warehouse  framework  provides  an 
y  of  client/server  products  and  services  which  makes  that  possible,  and  it  can 
|  for  you,  too,  whether  your  current  hardware  and  software  are  from  IBM  or  not. 
•uddenly  data  that's  trapped  around  your  company  will  become  infinitely  more 
pi,  and  the  only  data  you  need  to  get  started  is  this:  1  800  IBM-0045,  ext.  50. 

bres  never  been  a  better  time  to  do  business  with  —-=-=-=~  — 


Want  to  own  a  winery?  Here's  your  chance,  but  you'll  have  to  toil 
long  hours  to  get  a  return  on  your  investment. 

"Socially, 

it's  very  prestigious 


•  #  • 


By  Nancy  Rotenier 

Wil  l  ROGERS  once  said  you  could 
flavor  a  steak  in  Gilroy,  Calif,  by  hang- 
ing it  on  the  clothesline.  Gilroy  sits  45 
miles  from  San  Francisco  near  the 
southern  tip  of  the  Santa  Clara  Valley, 
better  known  as  Silicon  Valley.  If 
most  of  the  area  deals  in  computers, 
Gilroy  deals  in  garlic,  producing  40% 
of  the  garlic  sold  in  the  U.S.  Roll 
down  your  window  as  you  cruise 
down  Highway  101  on  your  way  from 


San  Francisco  to  Big  Sur,  and  you'll 
know  what  Will  Rogers  meant. 

This  is  also  wine  country.  Although 
high  real  estate  prices  have  driven  out 
most  of  the  big  producers,  the  valley 
remains  home  to  a  number  of  small 
wineries.  If  you've  ever  dreamed  of 
owning  a  winery,  this  is  your  chance, 
for  the  Rapazzini  Winery  in  Gilroy  is 
for  sale.  Asking  price:  $1 .4  million. 

Don't  take  out  your  checkbook 


until  you've  read  on. 

This,  basically,  is  a  retail  opcrat 
and  marketing  is  the  key.  The  pro< 
that  makes  Rapazzini  stand  out  fix 
dozen  or  so  local  competitors  i 
Chateau  de  Garlic,  a  dry  white  \ 
made  from  French  Colombard  gr; 
flavored  with  garlic.  It  goes  for  i 
bottle  at  retail.  Garlic  wine?  1> 
sneer:  This  modestly  priced  stuff' 
a  Gold  Medal  for  dry  white  wine  al 


RAPAZZ11 


*»  1 

7>  A 

1991 
Monterey 

Chardonnav 

Arroyo  S«oV,n^rA 
Alcohol  !2-5*b,  Voh«^ 


LEFT: 

Jon  and  Zondra 
Rapazzini, 
proprietors  of  the 
Rapazzini  Winery 

ABOVE: 

The  Rapazzini  label 
"It's  a  great  life- 
style, but  after  30 
years  it  gets  old." 
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DISTINGUISHED 

SERVICE 

A  reputation  for  great  service  doesn't  just  happen.  It  begins  with  a  total  corporate  dedication. 
Dviding  the  best  service  possible  is  the  American  Express  mission — at  every  level  of  the  company.  From  our 
jality  University  where  customer  service  is  the  core  of  all  training,  to  a  Service  Center  dedicated  solely  to 
Beting  the  unique  needs  of  business  customers,  to  the  annual  "Great  Performers"  awards  for  those  who 
Dve  they  can  work  miracles.  It's  this  commitment  that  distinguishes  exceptional  service  from  merely  good. 


BBBESS 


fhavel  It's  a  commitment  you  deserve. 

Management 

The  American  Express"  Corporate  Card.  It's  all  business. 


993  American  Express  Travel  Related  Services  Company,  Inc. 


What  busii 


saym 


th 


e  en\ 


That  is  c 


With  a  little  imagination,  a  landfill  can  be  a  golf  course,  nat 
preserve  and  source  of  electricity  for  12,000  people.  Our  Settler 


o  we 


landfill  in  Geneva,  Illinois,  is  all      @  Waste  Management,  Inc. 

e  things.  And  anything  but  a  dump.  A  WMX  Technol°3ies  Com^ 


C  J'M.l  WMX  Mimrfiw..  W 


f OR  SALE 


1984  Los  Angeles  County  Fair. 

"Chateau  de  Garlic  really  set  us 
aside  from  a  lot  of  the  wineries," 
boasts  proprietor  Jon  Rapazzini.  Al- 
though bringing  in  only  20%  of  reve- 
nues, the  garlic  wine  helps  create  traf- 
fic for  the  winery's  21  other  more 
conventional  bottlings.  Working  with 
two  full-time  employees  and  some 
part-timers,  Jon,  54,  and  his  wife, 
Zondra,  42,  last  year  produced  and 
sold  10,000  cases.  They  neither  grow 
grapes  nor  produce  bulk,  wine  but 
blend  and  bottle  what  they  buy  from 
growers  and  producers. 

As  a  retailing  operation,  the  Rapaz- 
zini Winery  reaps  the  full  retail  price 
for  its  product,  selling  most  of  it 
directly  to  consumers  from  the  40- 
foot-long  copper  tasting  bar  on  the 
premises.  The  stone -and -wood  win- 
en-  is  prominently  visible  to  the 
57,000  cars  that  pass  daily  on  High- 
way 101.  At  Christmas  season  the 
Rapazzinis  sell  additional  wine 
through  a  14,000-name  mailing  list. 

Last  year  the  business  grossed  near- 
ly SI  million.  How  much  did  it  net? 
As  with  any  small  business,  that's  a 
complicated  question.  After  taking 
modest  salaries,  the  Rapazzinis  had  a 
cash  flow  last  year  of  about  S2  30,000 
before  taxes. 

So  the  asking  price  is  about  six 
times  cash  flow — at  the  high  end  of 


what  self-staffed  small  businesses  go 
for  currently.  Considering  that  SI. 4 
million  invested  in  long-term  Trea- 
sure's yields  $87,000  or  so  without 
risk  and  without  requiring  the  owner 
to  devote  full  time  to  it,  the  asking 
price  is  steep.  But  Rapazzini  has  fac- 
tored glamour  into  the  price.  Says  he: 
"Socially,  it's  a  very  prestigious  thing 
to  own  a  winery.  If  you  have  an  ego  to 
till,  it  fills  it,  real  quick." 

There  are  ofl-the-book  tangible 
benefits,  though.  By  charging  a  leased 
car  and  combination  business/plea- 
sure trips  to  the  business,  the  owners 
get  a  prospective  tax  break.  And  un- 
like many  small  business  deals,  this 
one  includes  unencumbered  owner- 
ship of  a  valuable  chunk  of  real  es- 
tate— which  a  prospective  buyer 
could  borrow  against. 


ABOVE: 

Customers  sample 
wine  at  the  tasting 
bar,  and  shop  for 
garlic 

LEFT: 

Chateau  de  Garlic 
coming  off  the 
bottling  line 
Garlic  sauce, 
garlic  jelly  and 
pickled  garlic 
and  22  different 
Rapazzini  wines. 


So  why  are  they  selling?  "It's  a  j 
lifestyle,  but  after  30  years  it 
old,"  Jon  Rapazzini  says.  "I  just  d 
have  the  energy  anymore."  Neith 
his  grown  sons  is  interested  in 
business,  and  Zondra's  only  * 
died  four  years  ago. 

In  fact,  the  Rapazzinis  have  t 
things  a  bit  easier  in  recent  years, 
year  they  spent  three  weeks  in  1 
ence,  Milan,  Venice  and  the  It 
lake  district.  Leaving  employee 
charge,  the  Rapazzinis  recently  s 
two  weeks  in  Vermont  watching 
autumn  leaves  change. 

All  of  which  suggests  that 
owners  willing  to  knock  themsi 
out  could  expand  the  business  f 
than  the  Rapazzinis  have  done  ret 
ly.  So,  along  with  a  good  bank 
ance,  a  potential  buyer  will  need  r. 
ty  of  adrenaline.  The  deal  prob 
would  not  work  well  for  a  surgec 
lawyer  or  executive  who  wan 
weekend,  absentee  business:  Hi 
two  people  w  ho  would  work  as 
and  well  as  the  present  ow  ncrs  w 
eat  up  too  much  of  the  cash  flow 

What  about  experience?  The  rt 
ing  part  of  the  business  would  cer 
ly  require  a  flair  for  that  sort  oft! 
The  winemaking  will  take  some  k 
ing,  but  plenty  of  local  consultant 
available  to  help.  And  Jon  Rapa; 
says  he'll  stay  around  long  enouc 
help  the  new  owners  learn  the  ro 

Married  partners  considering 
ing  a  business  like  this  had  better 
a  good  solid  relationship.  For  n 
years  there  were  nothing  but  six- 
seven-dav  w  eeks  for  the  owners  o 
Rapazzini  Winery,  a  rigorous  si 
on  any  marriage.  The  present  su< 
of  the  business  owes  a  lot  to  Ra 
zini's  third  wife,  Zondra.  Capitali 
on  the  location  and  the  compatit 
of  food  and  wine,  she  operates 
Garlic  Shoppe,  located  in  a  buiL 
on  an  adjacent  lot.  The  Garlic  She 
sells  everything  from  garlic  braic 
garlic  jelly  to  pickled  garlic.  T 
could  well  be  expansion  possibil 
in  the  garlic  line,  given  the  Amei 
craze  for  spicier  foods. 

Besides  running  the  shop,  Zoi 
Rapazzini  does  the  marketing 
bookkeeping,  and  even  cleans 
bathrooms  when  necessary.  Jon 
pazzini  handles  the  bottling  and  < 
ens  of  chores. 

Still  interested? 
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From  Sao  Paulo  to  Singapore,  more  people  arc 

BECAUSE  Citibank's  experience  and  expertise  in  emerging  markets  is  unequalled  — over  90  yea 
in  Asia  and  75  years  in  Latin  America.  BECAUSE  Citibank  has  the  largest  worldwide  bran* 
network,  offering  millions  of  clients  the  most  advanced  and  effective  banking  services  available  tod 


world  choose  Citibank  than  any  other  hank 

ECAUSE  Citibank  is  the  leading  global  private  bank,  providing 
vestment  management  services  with  a  distinctly  international  focus. 

ECAUSE   THE    CITI    NEVER    SLEEPS  CITIBANK® 


MONEY  &  INVESTMENTS 


Don't  be  spooked  out  of  stocks  and  bonds  by  the  recent 
signs  of  economic  strength.  Higher  interest  rates 
and  stronger  inflation  aren't  in  the  cards. 

In  a 

Wallstreetsecond 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an  economist 
and  chairman  of  Rutledge  &  Co.,  a 
merchant  bank  in  Greenwich,  Conn. 


Frank  Nickell,  president  of  Kelso 
&  Co.,  explained  to  me  the  definition 
of  a  nanosecond.  When  you  are 
stopped  at  a  red  light  in  New  York,  a 
nanosecond  is  what  elapses  between 
the  light  turning  green  and  the  cab 
driver  behind  you  honking  his  horn. 

But  lately  we  have  seen  something 
much  faster — the  Wallstreetsecond. 
That's  how  long  it  takes  from  the 
release  of  a  government  economic 
report  until  investors  have  completely 
changed  their  minds  about  the  future. 

They  did  it  earlier  this  year  by  finally 
swallowing  the  disinflation  story 
hook,  line  and  sinker.  Provoked  by 
their  shrinking  money  market  fund 
checks,  investors  have  shifted  more 
than  $400  billion  into  stock  and  bond 
mutual  funds  in  search  of  higher 
yields  since  the  beginning  of  1992. 
This  drove  long-term  interest  rates  to 
their  lowest  levels  since  the  Sixties, 
and  pushed  stock  prices  to  current 
levels  of  more  than  18  times  earnings. 

In  early  November  another  Wall- 
streetsecond occurred.  Investors  were 
whipsawed  by  a  string  of  relatively 
positive  numbers  after  months  of 
weak  numbers.  New  home  sales  were 


strong  in  September,  October  em- 
ployment was  up  and  third -quarter 
GDP  growth  came  in  at  2.8%.  Even 
though  inflation  in  the  third  quarter 
actually  fell  to  1.6%,  investors  inter- 
preted the  stronger  growth  as  early 
signs  of  reflation.  They  pushed  long 
bond  yields  back  above  6%,  chased 
gold  prices  to  $377,  and  forced  inter- 
est-sensitive stocks  sharply  lower. 

Take  it  easy,  folks.  Don't  be  so  fast 
on  the  trigger. 

The  fact  is,  nothing  has  changed. 
Like  the  Energizer  bunny,  the  econo- 
my is  still  plodding  along  and  the 
fourth  quarter  will  be  even  better,  in 
part  because  of  Detroit's  strongest 
domestic  auto  production  schedule  in 
five  years.  But,  for  all  these  signs  of 
strength,  the  economy  isn't  tearing 
up  the  pavement.  It  isn't  straining 
capacity  limits,  and  the  robust  3.9% 
nonfarm  productivity  growth  report- 
ed for  last  quarter  reduced  unit  labor 
cost  growth  to  only  0.4%.  My  infor- 
mal survey  of  the  hundred  or  so  firms 
on  my  Rolodex — my  real-time  eco- 
nomic index — indicates  that  profit 
margins  are  improving.  But  almost  all 
the  improvement  is  due  to  intense 
cost-reduction  measures,  not  firming 
prices.  Pricing  conditions  in  the  econ- 
omy are  still  very  tough. 

In  short,  conditions  for  a  new  burst 
of  inflation  and  higher  interest  rates 
simply  don't  exist. 

Anyhow,  real  asset  prices,  not  prod- 
uct prices,  are  what  matter  for  interest 
rates,  because  real  assets  compete  with 
bonds  and  stocks  for  investors'  affec- 
tions. As  happened  in  the  late  1970s, 
rising  real  asset  returns  cause  investors 
to  switch  from  securities,  driving  in- 
terest rates  up  and  bond  and  stock 
prices   down.   Falling   returns — net 


worth  deflation — drive  people  into  se 
curitics,  as  we  have  seen  since  1990. 

And  which  way  are  real  asset  price: 
trending?  Down. 

My  firm  has  created  a  net  wort! 
price  index  to  measure  and  keep  tracl 
of  portfolio  shifts.  We  base  this  on  th< 
nation's  stockpile  of  tangible  wealth 
broken  into  its  separate  components 
such  as  land,  residential  structures 
nonresidential  plant  and  equipment 
durable  goods  and  inventories.  Th< 
net  worth  price  index  is  the  average  o 
these  prices  weighted  according  t( 
their  relative  importance  in  the  com 
position  of  net  worth. 

Based  on  this  work,  net  wort! 
prices  have  fallen  every  year  sina 
1990,  implying  that  real  goods,  as  ai 
asset  class,  had  a  negative  return  fo 
investors.  In  1992  net  worth  inflatioi 
was  -1 .4%,  caused  primarily  by  a  9.6/ 
deflation  of  land,  which  makes  uj 
nearly  a  quarter  of  our  net  worth 
Faced  with  such  rotten  returns,  inves 
tors  shunned  real  assets  and  bough 
securities  by  the  carload. 

One  quarter  of  moderate  economic 
growth  is  not  going  to  turn  net  wort! 
inflation  positive.  To  be  sure,  therj 
are  signs  deflation  may  be  abating! 
The  median  price  of  a  home  rose  4.l4 
in  the  past  year,  and  the  Russell  cord 
mercial  property  index  registered 
positive  June  quarter,  possibly  reflect) 
ing  the  buying  pressure  caused  by  th| 
flood  of  REIT  offerings  this  year.  Bu 
an  $18  trillion  battleship  does  nd 
turn  around  in  one  quarter. 

Right  now  net  worth  inflation  J 
still  slightly  negative,  implying  there  i 
still  room  for  a  further  moderate  dq 
crease  in  interest  rates.  That  mean 
that  sometime  soon  we  are  going  ti 
see  a  string  of  soft  numbers  that  wl 
pop  the  reflation  balloon  once  agairj 
That  will  bring  rates  back  under  6°/3 
and  refocus  investor  attention  on  tW 
strong  earnings  increases — 19.6%  las 
quarter — that  follow  when  manager 
focus  on  reducing  costs. 

All  this  is  very  bullish  for  the  stoc 
market.  Based  on  our  valuation  worH 
at  a  6%  bond  yield,  the  stock  marke 
today  is  fairly  priced.  A  further  100 
basis-point  decline  in  the  bond  yield 
to  5%,  would  raise  the  intrinsic  valu| 
of  the  S&P  industrials  by  24.6%.  J 
sustained  reduction  of  costs  by  just  1 
of  sales  would  improve  the  stock  vsu 
ues  by  a  further  15.2%.  ■ 
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THFPOVCFR  TO  TURN  MILES  INTO  MILESTONES. 
THE  PREMIERE  OF  THE  NEXT  ROLLS-ROYCE. 

Presenting  the  new  1 99-1  Rolls-Royce.  Among  its  refinements, 
one  will  discover  the  addition  of  a  passenger  side  airbag,  creating 
the  safest  Rolls-Royce  motor  car  ever.  Equally  notable  is 
the  most  powerful  engine  of  any  Rolls-Royce.  And  now,  the 
assurance  of  free  scheduled  maintenance  for  three  years  and 
unlimited  miles"  elevates  an  already  rarefied  experience. 
The  199-1  Rolls-Royce.  A  milestone  for  those  who  have 
crafted  it.  And  for  those  who  will  attain  it. 

Please  call  (800)  237-6557  for 
the  dealer  nearest  you. 


WE  WERE  DOING  BUSINESS  IN  THE  PACIFIC  RIM  WHE 
PEOPLE  TRAVELED  BY  RICKSHAW.  The  AIG  Companies  have  been  doi 
business  in  the  Asia/ Pacific  region  for  over  70  years.  In  fact,  we  began  providing  insurance  in  Shanghai  in  19: 
and  our  network  has  now  grown  to  include  virtually  every  major  economy  you  may  do  business  in  worldwi 


■  experience  in  overseas  markets  and  our  understanding  of  local  business  practices  and  insurance  needs  give 
people  a  unique  advantage  when  serving  multinational  businesses  around  the  world.  Whether  they're  in 
isportation,  steel,  textiles  or  global  finance.  In  the  booming  Pacific  Rim  or  anywhere  else  in  the  world. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270. 


Japan's  great  computer/communications 
company,  NEC,  is  in  the  red,  its  problems  mirroring, 
in  many  ways,  the  woes  of  Japan  itself. 

"We  need  more 
entrepreneurs" 


By  Gale  Eisenstodt  and  Neil  Weinberg 


Founded  in  1899  as  a  joint  venture 
with  Western  Electric,  Japan's  nkc: 
Corp.  is  today  one  of"  the  world's 
outstanding  technology  outfits,  rank- 
ing in  many  ways  with  AT&T,  IBM, 
Intel,  Motorola.  With  revenues  of 
$33  billion,  it  is  second  only  to  Intel 
in  worldwide  semiconductor  sales, 
fourth  in  worldwide  computer  sales, 
and  sixth  in  telecommunications 
equipment.  Its  research  program, 
modeled  on  that  of  AT&T  Bell  Labora- 
tories, turns  out  leading-edge  science. 

NEC  is  clearly  a  company  with  glob- 
al reach.  Its  capital  equipment  is  su- 
perb. NEC's  active  matrix  LCD  plant  in 
southern  Kyushu  boasts  the 
highest  yields  in  the  indus- 
try: 80%.  A  state-of-the-art 
$750  million  semiconduc- 
tor plant  in  Roseville,  Calif, 
is  insulating  NE<   from  an 
escalating  yen,  giving  it  an 
edge  over  rivals. 

But  like  Japan  itself,  nix 
Is  troubled  these  days.  NEC 
was  $420  million  in  the  red 
for  the  year  ended  in  March 
and  will  probably  lose  an- 
other $200  million  this 
year.  While  its  losses  are 
nothing  like  those  the  big 
American  companies  like 
IBM  and  Digital  Equipment 
have  laced,  they  are  none 
theless  worrisome  for  a 
company  whose  debt,  at 
$16  billion,  is  more  than 
twice  shareholders'  equity. 

In  recent  years  U.S.  com- 
panies have  not  hesitated  to 
shed  unprofitable  lines  and 
decree  massive  layoffs. 
Even  a  highly  successful 


U.S.  outfit  like  GE  has  dropped  whole 
product  lines.  But  Japanese  compa- 
nies do  not  like  to  admit  defeat.  One 
of  NEC's  problem  areas  is  its  consumer 
electronics  division,  which  sells  such 
items  as  televisions  and  refrigerators, 
and  has  accumulated  losses  of  around 
$800  million  over  the  past  six  years. 
NEC  won't  close  it,  saying  it  will  be  an 
important  asset  in  the  coming  multi- 
media age. 

A  FORBES  reporter  recently  put  a 
question  to  nix  President  Tadahiro 
Sekimoto:  In  a  world,  where  technol- 
ogy companies  increasingly  target 
specific  product  lines,  isn't  a  sprawl- 


TADAHIRO  SEK I  MOT 


NEC  President  Tadahiro  Sekimoto 

Now  the  focus  must  turn  from  engineering  to  marketing. 


ing,  integrated  electronics  giant  lil 
NEC  at  a  disadvantage  against  high 
focused  companies  like  Intel,  Moto 
ola  and  Nintendo?  Sekimoto,  67,  sti 
fens.  "  The  notion  that  you  are  bett 
off  specializing  is  nonsense,"  he  § 
plies.  "If  we  are  specializing  in  an; 
thing,  it's  our  comprehend 
strength  in  computers,  communic 
dons  and  integrated  circuits." 

For  more  than  a  decade  NEC's  exe 
udves  have  spoken  with  almost  mi 
sionary  zeal  of  the  future  merging  i 
computers  and  communication 
technology.  They  have  seen  the  fi 
ture  quite  clearly,  yet  their  response  i 
the  vision  has  been  hesitant  at  bes 
Today  Nix  is  not  a  leader  in  integra 
ing  computers  with  communication 
One  problem  has  been  an  unwil 
ingness  of  NEC's  different  divisions  i 
pull  together — a  problem  facing  at 
big  company,  but  one  that  is  acu 
here.  Michiyuki  Uenohara,  an  Nt 
executive  adviser  w  ho  worked  at  B< 
Laboratories  in  the  U.S.  for  ten  yeai 
is  disarmingly  candid  about  the  prol 
lem,  saying:  "I've  been  asking  manaj 
ers  for  years  to  shake  hands  and  tal 
advantage  of  each  other.  And  they  t< 
me  that  it  is  difficult  to  shake  hani 
with  the  enemy."  The  enemy? 
NEC  was  the  first  company  to  inco 
porate  an  integrated  circi 
card  to  add  extra  memo 
and  a  modem  with  its  L 
traLite  portable  computet 
Unfortunately,  the  concq 
came  from  w  hat  was  till 
the  communications  terrr 
nals  division,  and  the  pe 
sonal  computer  grot 
dragged  its  heels.  Despi 
rave  reviews  worldwid 
sales  bombed. 

Happily  for  its  futur 
nkc:  is  aware  of  the  prol 
lems  and  is  doing  som 
thing  about  them. 

For  years  nix  sold  pe 
sonal  computers  th 
lagged  American  mode 
technologically  and  y 
sold  for  two  or  three  tim 
as  much.  It  could  do  ! 
because  its  machil 
worked  in  Japanese  chara 
ters,  and  its  proprietary  o| 
crating  system  locked  01 
the  competition.  Then 
fall  1992  Compaq  intri 
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Vanguard  Municipal  Bond  Fund 


SEVEN  WAYS  TO 
FIGHT  BACK  AGAINST  TAXES 


When  Federal  taxes  make 
inroads  on  your  income, 
municipal  bond  funds  can  be  your 
first  line  of  defense.  The  income 
from  these  bonds  is  100%  free 
from  Federal  income  tax. 

Tax-free  investing 
with  Vanguard  means  greater 
flexibility  for  you. 

Vanguard  Municipal  Bond  Fund 
has  seven  professionally  managed 
Portfolios: 

Money  Market  Portfolio— average 
weighted  maturity  less  than  90  days. 

Short-Term  Portfolio— average 
weighted  maturity  less  than  2  years. 

Limited-Term  Portfolio— average 
weighted  maturity  2  to  5  years. 

Intermediate-Term  Portfolio— aver- 
age weighted  maturity  7  to  12  years. 

Long-Term  Portfolio— average 
weighted  maturity  15  to  25  years. 

Insured  Long-Term  Portfolio— aver- 
age weighted  maturity  15  to  25  years. 

High-Yield  Portfolio— average 
weighted  maturity  15  to  25  years. 


Lower  costs 
mean  higher  yields. 

The  Vanguard  Municipal  Bond 
Fund  has  virtually  the  lowest  oper- 
ating costs  in  the  industry:  0.23  of 
1%*  with  no  commissions,  no  fees 
—a  pure  no-load  fund.  And  all 
other  things  being  equal,  lower 
costs  result  in  higher  yields.  Mini- 
mum initial  investment  $3,000. 
Free  checkwriting  for  $250  or  more. 

Residents  of  CA,  NY,  NJ,  PA,  OH,  FL: 
ask  about  our  State  Tax-Free  Funds. 

Call  1-800-962-5090 

For  A  Tax-Free  Investing  Kit 
Which  Includes  Our  Brochure 
"How  To  Select 
A  Tax-Free  Bond  Fund" 

The  Kit  contains  a  prospectus  with  more 
complete  information  on  advisory  fees, 
distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
Income  may  be  subject  to  state  and  local 
taxes.  A  portion  of  income  may  be  subject  to 
the  Federal  alternative  minimum  tax. 
An  investment  in  a  money  market  fund  is 
neither  insured  nor  guaranteed  by  the  U.S. 
Government,  and  there  is  no  assurance  that 
the  fund  will  be  able  to  maintain  a  stable  net 
asset  value  of  $1.00  per  share. 
*Lipper  Directors'  Analytical  Data 
©  Vanguard  Marketing  Corp.,  Distributor 
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%JOf  INVESTMENT  COMPANIES , 


ALZjfEIMERS 


ASSOCIATION 

For  information  about  Alzheimer's  disease, 
how  to  care  for  someone  with  the  disease, 
or  referral  to  support  services  in  your  area, 
call  the  Alzheimer's  Association. 

1-800-272-3900 

TOD  312/335-8882 


NEC 

duccd  a  cheap  Japanese-language  I 
using  the  IBM  standard.  It  was  a  blov 
but  NEC  met  it  forthrightly.  By  cui 
ting  its  PC  manufacturing  costs  an 
slashing  prices— including  up  to  45 
cuts  in  its  low -end  machines  in  mic 
November — NEC  has  held  on  to  I 
majority  of  the  Japanese  PC  marke 
This,  of  course,  hurts  profit  margin 
but  in  a  business  where  competitoi 
are  willing  to  take  lower  margins, 
would  have  been  folly  not  to  corr 
pete  on  price.  Analysts  speculate  th; 
NEC's  PC  business,  which  once  a< 
counted  for  a  huge  chunk  of  its  pro 
its,  may  be  in  the  red.  In  that,  c 
course,  NEC  is  not  alone. 

There  are  solid  signs  that  NEC 
turning  things  around  overseas.  Ii 
new  Versa  notebook  compute 
launched  in  the  U.S.  in  April,  is 
triumph.  Many  of  the  design  ides 
came  from  the  U.S.,  some  from  Idee 
an  industrial  designer  based  in  Pal 
Alto,  Calif. — showing  a  new  opennei 
on  NEC's  part  to  outside  ideas.  Th 
Versa  itself  displays  the  advantages  c 
NEC's  superb  manufacturing  talents. 

Versa's  active  matrix  color  i.c 
screens  come  from  NEC's  plant  i 
southern  Kyushu.  Unlike  the  failur 
with  the  earlier  UltraLite  laptop 
NEC's  telecom  and  computer  experl 
cooperated. 

By  using  American  software,  NE 
grabbed  a  leading  share  of  the  CE 
ROM  drive  market  with  the  industry' 
first  two-speed  drive. 

An  even  bigger  success  in  the  Ujj 
are  NEC's  MultiSync  monitors,  whic 
are  able  to  accept  different  frequenc 
signals  from  a  computer  video  card  ti 
offer  high  resolution.  Developed  ii 
the  mid-1980s  by  the  company's  Chi 
cago  engineers  using  technology  fron 
NEC's  research  labs  in  Kawasaki,  the 
are  now  the  world's  top-selling  colo 
monitors,  with  anticipated  worldwid 


The  UltraLite 
Versa  computer 
Japanese 
engineering 
and  U.S.  design 
resulted  in  a  hit. 
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Give  Your  Company's 
Decision-Makers  The  Support  They  Need 
To  Make  Better  Decisions. 


T. 


he  right  information,  in  the  right  hands,  at  the  right  time  can  give 
your  company  the  edge  it  needs  to  survive,  the  competitive  edge  it  must 
have  to  succeed.  *T  Metaphor's  Data  Interpretation  System  software  is 
the  decision  support  environment  that  truly  addresses  the  challenges  of 
company- wide  decision  making.  The  technology 
that  empowers  people  to  make  better  decisions. 
The  approach  that  unites  everyone  behind  your 
common  purpose.  All  backed  with  the  service 
you  can  stake  your  reputation  on.  f!  For  more 
than  a  decade,  Metaphor  has  been  helping 
companies  add  tens  of  millions  to  their  bottom  line  —  grow  their  sales, 
slash  their  costs,  understand  —  and  serve  —  their  markets  better.  We  want 
to  help  you,  too.  *T  To  find  out  more  about  how  a  decision  support 
system  can  work  for  you,  just  call  us  toll-free  at  1-800-346-3824.  Or  fax  us 
at  (415)  966-8282.    *    Metaphor.  Everywhere  smart  decisions  are  made. 


FOR  YOUR  COPY 
OF  OUR  24-PAGE 
INFORMATIVE 
GUIDE.  "MAKING 
BETTER  DECISIONS 
WHAT  TODAY  S 
BUSINESS 
SHOULD  DEMAND  FROM  DECISION 
SUPPORT:  CALL  OR  FAX  US  TODAY 


METAPHOR 


Metaphor  Inc  METAPHOR  .1  a  reglftCKd  trademark  ol  Metaphor  IlK  All  r,«hti  reserved 
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pic  Crown8  Service  is 
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uouftowoui*  we  can  respond. 


IF  you're  LOOKING  AT  EUROPE 


The  Netherlands,  which  transformed 
distribution  into  logistics,  champions 
"value-added  logistics"- 
a  competitive  strategy 
that  can  speed  your 
entry  or  expansion  in 
Europe  as  distribution 
channels  change  rapidly. 

It  is  a  strategy  that  can  help  you  hit 
the  ground  running  in  Europe,  an 
increasingly  united  but  still  differen- 
tiated market. 

Value-added  logistics  goes  beyond 
mere  physical  distribution,  a  task  in 
which  the  Netherlands  is  already 
unsurpassed  because  of  Rotterdam's 
and  Schiphol's  ideal  locations,  and 
beyond  logistics,  which  adds  brains 
to  brawn. 


Dutch  experience  in  value-added  logistics  satisfies  your  need 
to  meet  customized  order  specifications  in  combination  with 
speedy  delivery  to  end  users  throughout  Europe. 

In  the  Netherlands,  you  will  find  the  perfect  infrastructure 
for  adding  value  to  all  types  of  products  through  assembly, 
customization,  testing,  burn-in  or  even  repair  activities. 

Under  the  same  roof,  you  can  also  repack  your  goods,  label 
them,  take  orders,  handle  invoicing,  and  offer  after  sales 
support  and  service  for  your  European  customers. 

WHEN  YOU'RE  READY  TO  GO  THE  NEXT  STEP, 
REMEMBER  YOU  CAN  MAKE  IT  IN  HOLLAND. 


■]S]etheriands- 


J^reignlnvestment 
jency  


For  more  information,  contact: 

Cap  Vermeulen,  Executive  Director 
Netherlands  Foreign  Investment  Agency 

One  Rockefeller  Plaza,  New  York,  NY  10020 


NEW  YORK  (212)  246-1434  •  SAN  MATEO  (415)  349-8848  •  CHICAGO  (312)  616-8400  •  LOS  ANGELES  (310)  477-8288  •  OTTAWA  (613)  237-503I 


This  material  is  published  by  Ogilvy  Adams  &  Rinehart,  which  is  registered  as  an  agent  of  the  Govern- 
ment of  the  Netherlands.  It  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  by 
the  United  States  Government. 


revenues  of  $1  billion  this  year. 

That  President  Sekimoto  is  dealing 
k  ith  some  of  the  problems  he  faces  is 
mown  by  NEC's  current  management 
reorganization,  meant  to  breakdown 
he  rigid  barriers  between  divisions.  It 
s  also  pushing  a  degree  of  decentral- 
isation overseas.  A  1991  internal  NEC 
eport  mentions  a  "vicious  circle,'1 
diere  even  the  smallest  decision  is 
nade  in  Tokyo.  This  frustrated  non- 
(apanese  executives.  NEC  is  seeking  to 
hange  that.  "NEC  wants  to  give  U.S. 
nanagers  autonomy  and  yet  have  their 
lecisions  conform  to  its  global  strate- 
y,"  says  Kenjiro  Nitta,  who  was  pro- 
moted in  August  to  head  NEC's  U.S. 
Operations  from  Boxborough,  Mass. 
I  Not  all  of  NEC's  problems  are  of  its 
|wn  making.  They  are  compounded 
|y  the  fact  that  Japan's  market  is  more 
igidly  regulated  than  the  U.S.  mar- 
et,  thus  making  it  diffcult  to  launch 
lew  telecommunications  products. 
No  surprise,  then,  that  the  U.S.  multi- 
nedia  market  is  taking  off  faster  than 
pat  of  Japan.  U.S.  customers  are  also 
pore  eager  users  of  new  computer 
bchnology.  "Japanese  still  commu- 
nicate by  phone  and  fax,  while  Ameri- 
lans  are  already  using  E-mail  and  PC 
letworks,"  notes  Nitta. 

Why  did  NEC  wait  so  long  to  ad- 
Iress  its  problems?  You  could  ask  the 
ime  question  of  many  Japanese  com- 
anies,  but  NEC  had  problems  peculiar 
p  itself.  Although  Sekimoto  has  been 
resident  since  1980,  it  was  not  until 
990  that  he  won  full  authority.  Be- 
)re  that  his  predecessor,  now  Hon- 
orary Chairman  Koji  Kobayashi,  was 
jonstantly  challenging  him.  Power 
'as  divided  between  a  Sekimoto 
lique  and  a  Kobayashi  clique.  With 
iat  conflict  resolved,  nec;  is  better 
jositioned  to  move  forward. 
I  Is  it  moving  ahead  aggressively 
|nough?  Opinions  differ.  "There  is 
|o  sense  of  crisis  yet,"  says  Hiroki 
|.amata,  a  Tokyo-based  computer  in- 
justry  consultant.  U.S.  rivals  are 
hatching  NEC  nervously.  "NEC  has 
pvays  had  visionaries  and  philoso- 
hers  at  the  top,  but  what  they  need  is 

strategist,"  says  a  Motorola  execu- 
te who  formerly  worked  at  NEC. 

Yoshihiro  Suzuki,  a  senior  vice 
resident  at  nec,  is  frank.  "We  need," 
le  says,  "to  encourage  entrepreneur- 
hip  in-house."  His  open  confession 
if  that  w  eakness  is  a  healthy  sign,  tm 
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WITH  JANUS  FUND, 
TIME  REALLY  IS  MONEY. 


JANUS  FUND-  20  YEARS'  GROWTH  OF  $10,000  LUMP  SUM  INVESTMENT 


JANUS  FUND 

1  year  

18.30%' 

5  years  

19.57%' 

10  years  

14.81%' 

20  years  

16.24%' 

Life  of  Fund 

 16.95%2 

JANUS  FUND 
$10,000  Investment 

S&P  500 

$10,000  Investment 


In  the  time  it  takes  to  read 
this,  you  could  take  the  first 
step  toward  a  sound  invest- 
ment program  (the  kind  you 
promised  yourself  you'd  start 
someday).  All  you  need  is  a 
telephone  and  a  history  lesson 

The  graph  above  shows 
how  a  $10,000  investment  in 
Janus  Fund  would  have  paid 
off  over  the  last  20  years  com- 
pared to  the  same  investment 
in  the  Standard  &  Poor's  500 
index  (although  past  perfor- 
mance is  no  guarantee  of 
future  results). 

There's  no  time  like  now 
to  start  investing.  The 
sooner  you  begin,  the 
more  time  your  money 


$202,812 


$98,324 

Value  as  of 
Sept.  30,  1993 


(Graph  courtesy  of  Micropal.) 

will  have  to  work  for  you. 
So  pick  up  the  phone  right 
now  and  call  the  number 
below  to  start  investing 
with  Janus.  You'll  receive 
a  free  prospectus  with 
more  complete  informa- 
tion on  Janus  Fund  and 
other  no-load  funds  in  the 
Janus  family.  Read  it  care- 
fully before  you  invest  or 
send  money,  then  call  us 
with  any  questions  before 
you  decide  how  much  you 
want  to  invest.  And  see 
what  a  little  time  can  do 
for  your  money. 

BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUND 

P.O.  Box  173375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.436 


'Average  annual  total  return  for  the  period  ended  September  30,  1993. 2Average  annual 
total  return  from  February  5, 1970  through  September  30,  1993.  The  graph  above  illus- 
trates the  growth  of  a  $10,000  investment  in  the  Janus  Fund  for  the  20-year  period  from 
September  28, 1973  through  September  30, 1993  (a  period  of  generally  rising  stock  prices) 
as  compared  to  the  S&P  500  index  performance  over  the  same  period  assuming  a  like 
investment.  The  S&P  500  is  an  unmanaged  index.  The  performance  is  total  return  and 
includes  reinvestment  of  dividends  and  capital  gains  for  the  period  shown.  The  fund's 
principal  value  and  investment  return  will  fluctuate,  and  an  investor's  shares  may  be 
worth  more  or  less  at  redemption  than  their  original  cost. 

Funds  distributed  by  Janus  Distributors.  Inc  Member  NASD. 


YES  ■  I  would  like  to  know  more  about  Janus  Fund! 

Name  


Address 


I 


City/State/Zip 

Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver,  CO 
80217-3375 
1-800-525-8983 
Ext.  436 
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Hell  hath  no  fury  like  an  heir  spurned.  If  you  are 
fortunate  enough  to  own  a  successful  family  business, 
don't  put  off  planning  for  your  exit. 

When  heirs 
fallout 


By  Matthew  Schifrin  and  Sharon  Moshavi 


Thomas  Dart's  long  thin  face  turns 
red  and  His  eyes  mist  as  he  talks  about 
his  childhood  in  Mason,  Mich.  "My 
brothers  and  I  were  constantly  fight- 
ing for  Dad's  approval,  which  he  nev- 
er gives,"  says  Dart,  40.  "He  never 
told  me  he  loved  me,  but  then  he 
never  told  anyone  that.  He  isn't  very 
warm,  doesn't  hug  or  express  any 
emotions  whatsoever — to  anybody, 
including  my  mother." 

Tom  Dart,  eldest  son  of  centimil- 
lionaire  family  head  William  Dart,  is 
explaining  why  he  is  today  suing  his 
dad  and  the  family's  $475  million 
(revenues)  privately  owned  Dart 
Container  Corp.  He  claims  he  was 
cheated  in  1986,  when  his  father  re- 
wrote the  three  trusts  Tom's  grandfa- 
ther left  Tom  and  his  two  younger 
brothers.  He  is  suing  for  $265  million 
plus  interest. 

William  Dart,  66,  and  second  son 
Kenneth,  38,  respond  that  the  trusts 
were  rejiggered  to  cope  with  feuding 
that  erupted  over  more  than  $70  mil- 
lion drained  from  the  container  com- 
pany to  Tom's  ventures.  Ken  is  chief 
executive  of  Dart  Container,  the 
world's  top  maker  of  polystyrene 
cups.  Tom  believes  his  wayward  past, 
including  his  once  troubled  oil  busi- 
ness, failed  marriages  and  past  cocaine 
use,  turned  his  family  against  him. 

The  fight  has  turned  nasty.  The 
father  has  denied  Tom  access  to  $80 
million  in  assets  in  his  trust.  For  his 
part,  in  going  to  the  media  with  his 
tale  of  woe,  Tom  has  caused  his  family 
and  the  company  endless  embarrass- 
ment. It  comes  at  a  most  inconvenient 
time,  when  the  Darts  are  holding  up  a 
settlement  of  Brazilian  debt  bv  de- 


manding better  treatment  than  is  now 
being  offered  for  the  $1.4  billion  in 
debt  they  hold. 

Family  feuds,  of  course,  are  as  old  as 
Cain  and  Abel.  However,  when  family 
feuds  erupt  at  large,  privately  owned 
companies  like  those  featured  on  our 
list  (see  p.  170),  the  ill  effects  aren't 
limited  to  the  family. 

Look  for  more  of  these  eruptions 
over  the  balance  of  this  decade  as 
more  and  more  founders  and  builders 
of  giant  private  companies  either  die 
or  pass  on  control.  Over  the  next  few 
decades  more  than  $6  trillion  in 
wealth  will  be  transferred  to  the  next 
generation,  most  of  it  accumulated 
since  World  War  II  and  a  good  part  of 
it  in  the  form  of  family  businesses. 

Along  with  estate  taxes  that  are 
close  to  confiscatory  of  private  busi- 
nesses, such  feuds  will  force  many  a 
private  company  to  go  public  or  sell 
out.  "Not  only  is  a  whole  generation 
of  benefactors  getting  off  the  stage, 
but  there  is  also  an  entire  generation 
of  management  that  will  change," 
says  Dirk  Dreux  IV,  head  of  U.S. 
Trust's  private  business  advisory  ser- 
vices. "The  inheritors  have  a  different 
perspective  and  value  system  and  of- 
ten a  different  lifestyle  and  work  ethic. 
There  is  no  question  the  number  of 
disputes  is  going  to  go  up." 

Enter  a  whole  host  of  experts  offer- 
ing to  make  the  handing  over  of 
family  assets  smoother,  offering  to 
help  maintain  family  harmony.  The 
latest  entrants  into  the  business  are 
universities,  who  act  as  hosts  for  mul- 
tidav  family  business  seminars.  There 
are  some  50  of  them  in  the  trade, 
including  the  University  of  Pennsyl- 


vania's Wharton  School,  Brigha 
Young  and  Fairleigh  Dickinson. 

Can  you  teach  family  harmony?  I 
certainly  a  hard  sell.  In  many  fam 
businesses  the  founder,  who  is  mc 
often  the  father,  has  been  so  bu 
building  his  business  that  he  has  n 
glected  to  develop  normal  paren) 
bonds  with  his  children.  "Quite  ofb 
the  father  brings  a  kid  in  to  teach  hi 
the  business,  but  they  don't  ha 
milch  of  a  prior  personal  relatio 
ship,"  says  Tom  Davidow,  a  Bosto 
based  psychologist  specializing 
family  businesses.  "So  it's  not  fi 
bucks  to  go  to  the  movies,  i 
$50,000  to  increase  the  advcrtisii 
budget  that  the  child  asks  for." 

Everything  comes  to  a  boilii 
point  when  dealing  with  successi< 
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Dart  Container 
black  sheep  Thomas 
Dart,  today  (left) 
and  in  happier  times 
(above)  on  a  family 
vacation  with  his 
father  and  brothers 
Today  Tom  Dart 
gets  Dad's  atten- 
tion with  law- 
suits and  publicity. 
"He  never  told 
me  he  loved  me." 


;sues,  because  the  founders  must  let 
o  of  their  life's  defining  work  and 
lost  precious  asset.  According  to  a 
:udy  done  by  Stratford,  Conn. -based 
rince  &  Associates,  the  vast  majority 
f  family  business  founders  have  no 
lith  in  their  kids'  ability  to  run  their 
usmcsscs.  Another  Prince  study, 
lonsored  by  National  Life  of  Ver- 
mont, examined  749  family  business- 
s  that  failed  within  four  years  of 
eing  transferred  to  the  second  gen- 
ration.  It  found  that  over  97%  of  the 
iheritors  blamed  founders  for  being 
egligent  in  preparing  for  the  transi 
on,  or  for  having  an  inadequate  es 
ite  plan.  When  the  parents  mistrust 
le  children  and  the  children  resent 
ie  parents,  you've  scarcely  laid  the 
roundwork  for  successful  succes- 


sion. But  that  seems  to  be  true  in  the 
majority  of  cases. 

The  highly  publicized  ouster  of  his 
son  by  Herbert  Haft,  73,  founder  of 
Landover,  Md. -based  Dart  Group 
( no  connection  to  Dart  Container  or 
the  Dart  family)  shows  how  easily 
mistrust  between  the  generations  can 
get  out  of  hand.  The  case  of  Curtis 
Carlson,  the  79-year-old  billionaire 
founder  of  $2.3  billion  Carlson  Cos. 
(FORBES,  Oct.  25),  is  another  exam 
pie.  Recently  he  elevated  his  54-year- 
old  daughter,  Marilyn  Nelson,  to  vice 
chairman  and  heir  apparent.  Now  he 
berates  her  publicly,  bringing  her  to 
tears.  Whatever  the  normal  tensions 
among  families,  these  are  magnified 
by  the  size  of  the  prize  and  by  the 
founding    father's — or    mother's — 


identifying  the  company  with  himself 
or  herself. 

Simple  fear  of  death  lies  behind 
some  of  the  bitterness:  "I'm  going  to 
die  soon,  and  they  will  get  it  all  with- 
out having  had  to  work  for  it,"  the  old 
owner  thinks,  and  turns  his  resent- 
ment against  the  inheritor. 

But,  not  infrequently,  the  old  boss' 
distrust  is  justified.  Even  where  the 
inheritors  are  competent,  they  easily 
fall  out.  The  Charlotte,  N.C. -based 
Belk  family,  owners  of  one  of  the 
largest  family-owned  department 
store  chains,  Belk's  ($1.7  billion  reve- 
nues), shows  how  sibling  rivalry  can 
go  haywire. 

Just  before  his  death  in  1952,  Wil- 
liam Henry  Belk,  89,  divided  his  busi- 
ness nearly  equally  among  his  six  chil- 
dren and  reportedly  told  a  secretary, 
"I  hope  that  my  children  will  get 
along."  However,  for  the  past  40 
years  they  have  done  nothing  but 
fight.  Now  sons  John,  73,  and  Tom, 
68,  run  the  company  and  seem  to 
have  insured  that  the  feud  will  pass  on 
to  the  next  generation. 

Listen  to  nephew  Bill  Belk,  44,  the 
oldest  of  William  Henry's  17  grand- 
children: "My  uncles  can't  even  read  a 
financial  statement.  My  Uncle  Tom's 
boys  [now  being  groomed  to  take 
over]  don't  appear  to  be  competent 
either."  Bill  also  claims  that  his  Uncle 
John  tried  to  run  him  over  in  the 
parking  lot  during  his  cousin  Con- 
nie's wedding  some  years  ago.  "I've 
realized  that  heritage  is  not  that  im 
portant;  I'd  rather  have  the  cash,"  he 
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Family  ieuds 


says  with  disgust. 

Then  there  are  the  four  Koch 
brothers,  who  inherited  giant  ($20.1 
billion  revenues)  Koch  Industries,  the 
nation's  largest  privately  owned  oil 
company.  They 


Belk  Services 
Chairman  John  Belk 
(left)  and  nephew 
William  Belk  (above) 
Crash  course? 


supposedly  settled  their  bitter  feud 
out  of  court  in  1983,  when  brothers 
Charles  and  David  bought  out  Wil- 
liam and  Fred's  stake  in  the  business 
for  some  $1  billion.  But  the  venom 
still  flows.  In  the  late  1 980s,  for  exam- 
ple, the  Bureau  of  Land  Management 
investigated  Koch  Industries  for 
cheating  an  Indian  tribe  out  of  royal- 
ties. The  investigation  cleared  them, 
but  Charles  and  David  blamed  Bill  for 
instigating  the  charges. 

The  saga  of  the  Gallo  wine  family  is 
an  ignoble  story.  An  impossibly  de- 
manding taskmaster,  founder  Joseph 
Gallo  forced  older  sons  Ernest  and 
Julio  to  work  long  hours  in  vineyards 

Gallo  brothers  Ernest,  Julio  and 
Joseph  (below)  and  as  youths  (left) 
Sibling  rivalry  has  given  way  to 
the  problem  of  an  entrenched  owner. 


and  frequently  abused  and  beat  th( 
mother,  Susie.  In  1933  he  murden 
his  wife  and  committed  suicide.  F. 
nest  and  Julio  were  left  to  raise  tee 
age  brother  Joseph  Jr.,  but  alwa 
resented  the  fact  that  he  never  work 
as  hard  as  they  had  to. 

So  a  half-century  later,  in  198 
when  Joseph  wanted  to  use  the  Gal 
name  for  his  cheese  company,  \ 
brothers  went  to  court  and  forced  hi 
to  desist.  Joseph  got  even  by  spilling 
sordid  lot  of  beans  to  a  reporter  wr: 
ing  a  tell-all  book. 

Now  Ernest,  84,  has  entrenchi 
himself  at  the  top  of  the  $1  billk 
winery,  with  no  clear  successor 
sight  and  at  least  four  heirs.  Wh< 


Koch  brothers,  William,  Charles  and  David 
A  billion-dollar  settlement  wasn't 
enough  to  put  out  this  feud. 
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LEFT: 

Carlson  Cos. 
founder 
Curtis  Carlson 
and  daughter, 
Marilyn  Nelson 
Grooming  her  by 
making  her  cry. 


RIGHT: 

Maritz  Inc.'s 
Jean  Maritz  Hobler 
and  brother, 
William  Maritz 
It's  just  begin- 
ning to  turn  ugly. 


Ernest  goes  to  his  reward,  there  will 
probably  be  a  terrible  tight,  which  can 
3nly  harm  the  company. 

Another  sibling  rivalry  just  begui- 
ling to  turn  ugly  involves  $549  mil- 
ion  ( revenues)  Maritz  Inc.  of  Fenton, 
Mo.  The  incentive  marketing  compa- 
ny is  run  by  William  Maritz.  Half  the 
Noting  stock  is  owned  by  a  sister,  Jean 
Maritz  Hobler,  who,  long  a  passive 
shareholder,  recently  decided  to  cash 
put.  Hobler  hired  a  financial  advisory 
firm  that  valued  her  stake  at  $81 
Trillion.  Brother  William's  investment 
Danker  ruled  $39  million. 

Unable  to  come  even  close  on  a 
fc>rice,  Hobler  declared  war.  She  used 
ner  votes  to  oust  three  Maritz  board 
members  and  replace  them  with  her 
>wn,  including  her  33-year-old  son, 
eter.  Brother  Bill  retaliated  by  nam- 
ng  two  more  board  members,  fired 
11  the  Hoblers  involved  with  Maritz 
n  any  way,  and  stripped  his  brother- 
li-law,  Wells  Hobler,  of  the  perks  he 
would  normally  get  as  a  retiree.  The 
lompany,  of  course,  could  suffer. 
I  It  doesn't  have  to  be  this  way. 
I  As  a  study  of  the  many  family  firms 
mere    succession    was  peaceable 
how  s,  family  feuds  can  be  prevented 
|  there  is  sufficient  advance  prepara- 
Jon.  The  bigger  the  company,  the 
Irgcr  the  stakes  and  the  greater  the 
pmplexity  of  the  issues.  And  the 
Ireater  the  need  to  prepare. 
|  A  successful  transition  is  much 
pore  likely  if  the  older  generation 
prepares  comprehensive  succession 


and  estate  plans.  That  includes  ex- 
plaining them  to  the  heirs  and  outside 
managers  well  before  the  nursing 
home  or  the  funeral.  Many  experts 
recommend  setting  up  a  truly  inde- 
pendent and  impartial  advisory  board. 

Putative  successors  must  be 
brought  into  the  company  early 
enough  to  learn  the  business  and 
prove  themselves.  Difficult  decisions 
must  be  made,  even  if  it  means  passing 
over  a  favorite  child  to  give  control  to 
a  more  capable  one.  And  try  to  give 
the  losers  or  their  children  an  out: 
Exit  strategies  must  be  established  so 
that  successive  generations  can  cash 
out  without  wrecking  the  business. 

Making  the  right  decisions  and  the 
hard  ones  isn't  easy  for  a  self-made 
business  person  who  has  long  been 
accustomed  to  being  boss.  But  if  he 
really  cares  for  the  family,  he'll  do 


everything  he  can  to  keep  it  from 
being  torn  apart  by  squabbles  over 
money  and  control. 

Otherwise  they  could  end  up  hating 
one  another — like  the  Unanue  family 
of  Puerto  Rico.  Charles  Unanue,  71,  is 
the  eldest  son  of  Goya  Foods  founder 
Prudencio  Unanue  and  his  longtime 
wife.  In  1974,  he  claims,  his  three 
younger  brothers,  Joseph,  Frank  and 
Anthony,  forced  him  to  waive  rights  to 
his  inheritance  by  getting  him  to  sell 
out  for  $4.5  million.  Goya  is  now 
worth  $450  million.  For  years  now  the 
brothers  have  been  in  and  out  of  the 
courts  over  this  transaction.  On  his  last 
visit  to  their  mother  in  1983,  the  year 
before  she  died,  she  had  urged  him  to 
make  peace.  Says  Charles:  "She  said  to 
me,  'Make  up  with  your  brothers. 
They  love  you.'  "  Charles  pauses. 
"Bullshit."  '  H 


The  brothers  Unanue:  Goya  Foods  heirs 

Frank,  Joseph  and  (right)  Charles 

A  20-year  fight  shows  without  relief 
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Service  Merchandise's  Raymond  Zimmerman 
emerged  from  his  fling  with  diversification 
happier  and  wiser. 

"I  screwed  it  up" 


By  William  Stern 

Now  in  RE'S  an  unusual  retailing  con- 
cept. Use  a  discounted  Black  &  Deck- 
el [lower  saw  to  lure  customers  into 
purchases  of  high-margin  jewelry. 
Farfetched?  Not  at  all.  It's  how  Ray- 
mond Zimmerman  has  made  a  tidy 
fortune. 

Zimmerman,  60,  is  cofounder 
(with  his  late  parents)  and  chief  exec- 
utive officer  of  $3.8  billion  (revenues) 
Service  Merchandise  Co.  Based  in 
Nashville,  Term.,  Service  Merchan- 
dise owns  and  operates  391  catalog 
stores  nationwide.  Zimmerman  sends 
out  a  glossy,  603 -page  catalog  to 
around  15  million  households  once 
every  year.  The  catalog  offers  thou- 
sands of  brand -name  goods  at  dis- 
count prices — Black  &  Decker  power 
tools,  Mattel  toys,  Crown  Corning 
dishes  and  so  on. 

The  brand-name  goods  aren't  for 
making  big  money;  they're  meant  to 
draw  people  into  buying  the  broad 
range  of  jewelry  that  Service  sells. 
Priced  to  yield  gross  margins  as  high 
as  50%,  the  jewelry — over  12,000 
items,  everything  from  $20  heart 
lockets  to  $7,000  diamond  rings — is 
advertised  in  Service's  catalogs  and  is 
typically  displayed  lavishly  right  inside 
the  front  door  of  Service's  stores.  Last 
year  Zimmerman  sold  around  $930 
million  worth  of  jewelry;  that  places 
Service  Merchandise  among  the 
country's  largest  jewelry  retailers. 

The  business  is  solidly  profitable. 
Service's  net  profit  margin  approach- 
es 2.5%,  so-so  among  discount  retail- 
ers; in  recent  years  Service  has  regular- 
ly earned  over  30%  on  its  sharehold- 
ers' equity. 

The  picture  was  not  always  so  pleas- 
ant, however.  Zimmerman  nearly 
sank  the  company  in  the  mid-1980s. 
"I  screwed  it  up,"  he  says  candidly. 
The  problem:  He  expanded  beyond 
his  niche  between  cheap  discounters 


Chief  Executive  Raymond  Zimmerman 
"Tell  'em  this  country  boy  made  good." 


and  more  expensive  department 
stores,  and  got  into  a  slew  of  stand- 
alone retail  operations,  including  spe- 
cialty' computer  stores,  home  im- 
provement stores,  lingerie  stores  and 
toy  stores.  But  Zimmerman  brought 
no  special  knowledge  or  talents  to 
these  endeavors,  each  of  which  ended 
badly.  By  1986  Service  Merchandise 
posted  a  loss  of  $17  million,  dow  n 
from  a  profit  of  $45  million  just  two 
years  earlier.  The  stock  sank  from 
around  $10  a  share  in  the  early  1980s 
to  $1  a  share  in  1987. 

Sobered  by  the  losses,  Zimmerman 
closed  the  diversifications  and  refo- 
cused  on  Sen  ice  Merchandise's  cata- 


log showrooms.  By  1988  his  invest- 
ment bankers  convinced  him  that  the 
best  way  to  increase  shareholder  value 
was  to  pay  a  huge  dividend.  Zimmer- 
man liked  the  idea  but  lacked  the  cash 

Zimmerman's  solution?  "Simple,' 
he  says.  "I  got  leveraged."  The  com 
pany  borrowed  some  $550  million 
which  Zimmerman  paid  out  in  the 
form  of  a  $5.53-a-sharc  (split-adjust 
ed  j  special  dividend. 

Then  Zimmerman  began  to  refitlj 
his  catalog  operation,  using  lots  o 
computer  power.  Service  still  sends m 
thick  showpiece  catalog  to  most  of  it! 
customers.  But  now  the  company  alsc 
combs  the  22  million  names  in  it: 
database  and  sends  out  an  additiona 
60  or  so  targeted  mailings  a  year 
Example:  Every  household  in  Atlant; 
with  an  income  over  $60,000  it 
which  someone  has  bought  a  Fisher 
Price  toy  from  Service  in  the  last  li 
months  could  get  a  Fisher- Price  mail 
ing  this  Christmas  season.  If  the  morr 
buys  a  toy  this  year,  she'll  stay  on  nex 
year's  list.  Otherwise,  she'll  drop  of 
the  Fisher- Price  list.  But  the  comput 
er  will  continue  to  pitch  her  Service': 
profitable  jewelry  line. 

This  precision  marketing  approacl 
has  kept  Service's  marketing  anc 
overhead  cost  to  17%  of  sales,  versui 
21%  at  Best  Products  Co.,  a  catalog 
showroom  operator  that  w  ent  bank 
rupt  in  1991  and  expects  to  emergi 
from  Chapter  1 1  next  year.  Craij 
Weichmann,  a  retailing  analyst  wis 
Morgan  Keegan,  expects  Servia 
Merchandise  to  earn  $97  million  (9J 
cents  a  share )  this  year,  a  15%  increasi 
from  1992's  $84  million.  Zimmer 
man  owns  5.7%  of  the  company,  ; 
stake  worth  over  $60  million.  Anoth 
er  big  holder  is  Forstmann-Leff  Asso 
ciates,  with  about  10%.  "The  upsid< 
potential  [at  Service  Merchandise]  i: 
enormous,"  says  William  Harnisch, ; 
portfolio  manager  at  the  firm. 

Harnisch  appears  to  be  in  a  minor 
ity.  At  a  recent  $1 1  a  share,  Service  i 
trading  at  12  times  projected  1951 
earnings,  far  below  the  retail  ston 
industry  multiple  of  25. 

Zimmerman,  who  w  as  raised  in  th< 
backwoods  Tennessee  town  of  Pulas 
ki,  doesn't  seem  to  care  much  wha 
Wall  Street  or  anyone  else  thinks  o 
him  or  his  firm.  "Just  spell  my  nam< 
right,"  he  tells  a  reporter,  "and  tell  'en 
this  country  bov  made  good."  ■ 


144 


Forbes  ■  December  6,  199: 


(coach) 

AN  AMERICAN  LEGACY 

i  Strang,  a  Virginia  native,  is  a  sports  marketing  executive  who  ardently  follows  American  politics.  He  carries  the  Coach  Diplomat  Biiefcase, 
o.  5353,  $496,  made  with  an  inside  organizational  panel,  a  solid  brass  combination  lock  and  fine  natural  leather  that  becomes  more  beautiful 
th  time.  To  order,  or  for  a  complimentary  catalogue,  call  800  262-2411.  Also  available  at  Coach  stores,  select  department  and  specialty  stores. 


tforces  the  critical  importance  of  the  three-point  seal  belt.  In  test  after  lest, 
the  same  conclusion:  You  should  wear  it  at  all  times. 


A  accelerometers.  We  place  these  devices  throughout  the  body  -  in  the  head, 
■to  monitor  the  force  of  impact  these  areas  receive  in  a  crash. 


In  the  realm  of  safety  crash-testing,  man  is 
not  the  measure  of  all  things.  Dummies  are. 
So  it  follows  quite  logically,  the  better  the 
dummy,  the  better  the  car. 

At  Lexus,  we  employ  what  could  be  re- 
ferred to  as  the  intelligentsia  of  crash-test  dum- 
mies. After  all,  they  are  extremely  sophisticated 
machines  that  can  do  more  than  simply  take  a 
hit.  In  fact,  they're  designed  to  act  human.  As 
such,  they  can  think.  (They  are  equipped  with 
computers.)  And  they  can  feel.  (They  are  wired 
with  sensors  and  accelerometers,  placed  at 
strategic  points  throughout  the  body.) 

Above  all,  our  dummies  are  designed  to 
help  save  lives,  by  showing  us  how  our  cars  can 
better  protect  the  people  who  ride  in  them. 

So  while  it's  still  impossible  for  us,  or  any 
other  carmaker  for  that  matter,  to  build  an 
automobile  that  will  guarantee  your  survival 
in  an  accident,  you  can  be  assured  of  one 
thing:  Our  crash-test  dummies  are  trying 
everything  humanly  possible. 


We  crash-test  dummies  of  many  different  shapes  and  sizes,  since 
the  people  who  drive  Lexus  automobiles  come  in  all  different  shapes  and  sizes. 
When  it  comes  to  safety,  one  size  does  not  fit  all. 


The  Relentless  Pursuit  Of  Perfection. 


speed  laws.  For  more  information,  call  800-872-5:198  (800-USA-LEXUS). 


3even  highly-rated 
mutual  funds  according  to 
the  morning  star  independent 
rating  service: 


Prudential  Utility  Fund 

ft  ft  ft  ft  ft  -Morningstar  (Class  B) 
ft  ft  ft  ft      -Morningstar  (Class  A) 

Prudential  High  Yield  Fund 

ft  ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft      -Morningstar  (Class  B) 

Prudential  Equity  Income  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft  -Morningstar  (Class  B) 

Prudential's  Global  Utility  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 

Prudential  Equity  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft  -Morningstar  (Class  B) 

Prudential's  Nicholas-Applegate 
Growth  Equity  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 

Prudential  FlexiFund/ 
Conservatively  Managed  Portfolio 

ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft  -Morningstar  (Class  B) 


Prudential  Securities 


For  a  copy  of  the  Third  Quarter  Performance  Review  on  all  of  our  funds,  call  1-800-654-5454  exi  1811. 

For  more  complete  information  on  any  of  the  Funds,  including  charges  and  expenses,  call  1-800-654-5454  ext.  1811  or  ask  your 
Prudential  Securities  Financial  Advisor  for  a  free  prospectus  and  brochure.  Read  the  prospectus  carefully  before  vou  invest  or  send 
money.  Ratings  as  reported  by  Morningstar  are  as  of  October  31,  1993.  Morningstar  Mutual  Funds,  a  semi-morithlv  publication  of 
Morningstar,  Inc.  rates  over  1,Z00  mutual  funds  bv  assessingeach  fund's  historical  total  returns  and  risk  relative  to  other  mutual  funds  in 
its  class  i.e.,  equity,  taxable  bond,  hybrid  or  municipal,  etc.  The  return  and  risk  evaluations  are  then  combined  to  produce  a  1-  to  5-star 
risk  adjusted  rating,  which  measures  a  fund's  histoncal  risk/return  performance  in  a  particular  class  of  funds.  Funds  are  ranked  according 
to  their  risk-adjusted  raring  in  five  categories;  Highest  (five  stars  which  includes  the  top  10%),  Above  Average  (four  stars  which  includes 
the  next  22.5%),  Neutral  (three  stars  which  includes  the  next  35%),  Below  Average  (two  stars  which  includes  the  next  22.5%)  or  Lowest 
(one  star  which  includes  the  bottom  10%).  Morningstar  does  not  rate  funds  or  share  classes  which  have  less  than  three  years  of 
performance.  Class  B  shares  of  Prudential  Structured  Maturity  Fund  and  Prudential's  Global  Utility  Fund  were  not  rated  by  Morningstar 
because  thev  have  been  in  existence  for  less  than  three  years.  A  fund's  rating  may  change  at  anv  time  based  on  new  dafa.  Ratings  are 
historical  and  do  not  represent  future  performance.  Class  A  shares  are  subject  to  a  maximum  front-end  sales  charge  of  5.25%.  Most 
Class  B  shares  are  subject  to  a  contingent  deferred  sales  charge  of  5%,  4%,  3%,  2%,  1%,  and  1%  declining  over  a  six-vear  period  upon 
redemption.  The  classes  have  a  common  portfolio.  1993  Prudential  Securities  Incorporated.  Member  SIPC. 


oday  nearly  everybody  collects  something.  Since 
lere  isn't  enough  good  stuff  to  go  around, 
jst  about  everything  has  become  a  collectible. 

Revenge  of 
the  Philistines 


y  Christie  Brown 

ark  A  LOOK  at  these  prices: 
112,500  for  a  painting  of  an  Uncle 
brooge  comic  book  cover,  $16,500 
>r  Madonna's  nightie  from  her 
londe  Ambition  tour,  $49,500  for  a 
;ed  Soviet  space  suit,  $78,000  for 
issilized  dinosaur  eggs,  $150,000 
■r  Elvis  Presley's  guitar,  $770,000 
>r  a  w  eather  vane. 

Welcome  to  the  new  big- money 
orld  of  junk  collectibles.  Where  sen- 
is  collecting  was  once  the  domain  of 
e  w  ealth)  and  the  cultivated,  of  old 
aster  paintings,  rare  books,  coins 
id  stamps  and  fine  antiques,  today 
most  anything  is  being  collected  so 
ng  as  it  is  at  least  a  few  years  old,  is 
referably  no  longer  made  or,  in  some 
ay,  connects  with  a  celebrity. 
In  a  nation  where  tens  of  millions  of 
;ople  collect  things,  rarity  no  longer 


is  a  requisite  for  collectibility.  Nei- 
ther, in  many  cases,  is  intrinsic  beauty 
or  antiquity;  there  aren't  enough 
things  that  qualify.  In  short,  collect- 
ing has  been  philistinized  and  prole- 
tarianized.  Miscellany — which  ranges 
from  expensive  and  truly  beautiful 
jewelry  down  to  everyday  objects  like 
Fez  dispensers — has  been  until  very 
lately  the  biggest  category  at  Sotiie- 
by's,  replacing  fine  art.  As  recently  as 
1990,  paintings,  mostly  done  by  big- 
name  artists,  accounted  for  62%  of 
revenues  but  by  last  year  made  up  just 
43%;  collectible  miscellany  brought  in 
57%  of  revenues. 

Sotheby's  annual  report  for  1991 
singled  out  for  mention  furniture, 
photographs,  jewelry  and  such  col- 
lectibles as  a  Honus  Wagner  baseball 
card  ($451,000)  and  a  cartoon  eel  of 


Snow  White  ($209,000).  It  was  such 
items,  the  report  said,  not  fine  art, 
that  were  "instrumental  in  helping  us 
remain  profitable"  in  a  recession  year. 
This  year,  thanks  to  some  spectacular 
recent  auctions,  fine  arts  could  nose 
out  collectibles  for  the  first  time  in 
three  years. 

People  are  now  collecting  the 
damndest  things:  big  old  windmills, 
rusted  barbed  wire,  vintage  beer  cans, 
toupees,  chamber  pots,  majolica 
(Forbes,  Oct.  25),  spittoons,  kids' 
marbles.  Ralph  and  Tern'  Kovel  write 
a  newsletter  on  collectibles.  Their 
subscriptions  have  shot  up  dramati- 
cally each  of  the  last  two  years  and 
now  are  well  over  100,000.  As  a  joke 
they  used  to  tell  people  they  collected 
banana  stickers.  Now  they  know  of  1 5 
collectors  who  w  ant  to  start  a  banana 
sticker  collectors'  club. 

There  are  sound  financial  reasons 
people  can  give  for  the  collectibles 
craze.  Take  taxes.  Collectibles  are 
largely  an  underground  economy- 
Cash  and  barter  at  Ilea  markets  and 
fairs  make  up  the  bulk  of  the  busi- 
ness— not  the  highly  visible  auctions. 
Tax  ing  taxes  on  gains  is  often  a  matter 
of  conscience.  When  you  shuffle  off 
your  mortal  coil,  how  is  the  taxman  to 
know  if  your  kids  sneak  out  of  the 
house  with  the  collection  of  movie 
posters  you've  quietly  put  together 
and  sell  it  privately  to  another  collec 
tor  or  dealer? 
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Collectibles 


Aloha  shirt:  $3,220 


Comic  books:  up  to  $82,500 


Comic  book  art:  $92,000 


Joan  Crawford's  Oscar:  $68,! 


This  is  not  so  easy  to  do  with  great 
paintings  and  truly  rare  old  things: 
The  Iks  generally  knows  when  Picas 
sos  or  Rembrandts  change  hands.  But 
it  can't  keep  track  of  Pez  dispensers 
and  Depression  glass.  We  don't  rec- 
ommend avoiding  taxes;  if  you  are 
caught,  the  penalties  can  be  severe — 
including  jail  terms.  But  facts  are 
tacts:  People  frequently  do  hide  assets 
and  profits  in  collectibles,  and  that 
adds  to  their  appeal. 

Then  there's  inflation,  which,  while 
relatively  quiet  these  days,  hasn't  gone 
away;  even  at  3%  inflation,  cash  loses 
about  26%  of  its  value  in  ten  years.  Just 
as  the  Depression  haunted  the  prewar 
generation,  baby  boomers  are  now 
spooked  by  inflation.  So  they  can  per- 
suade themselves  that  money  spent  on 
old  beer  cans  isn't  spent;  it  is  invested. 

But  life  isn't  all  measured  out  in 
dollars.  Collecting  is  also  fun,  a  means 
of  self-expression  in  a  nation  aw  ash  in 
disposable  income.  You're  the  only 
guy  on  the  block  with  a  collection  of 
gargoyles  over  the  fireplace  or  w  ith  a 
1934  Wanted  poster  of  Bonnie  and 
Clyde  on  the  w  all. 

Whether  it's  Warhols,  toy  banks, 
old  fishing  lures  or  Elvis  items,  there's 
the  thrill  of  the  hunt  and  the  hone  for 
an  overlooked,  instant  treasure.  It  still 
happens.  A  southern  lady  recently 
bought  a  paperweight  for  $  1  at  a  curio 
shop  that  Sotheby's  will  auction  off 
this- month.  Estimated  price:  SI 0,000 
to  $15,000. 

It's  also  a  kind  of  game  of  skill:  You 
want  to  get  in  early,  not  at  the  peak. 
"Most  collectibles  have  a  25-vear  cy- 


cle," says  Terry  Kovel,  who  with  her 
husband,  Ralph,  writes  an  annual 
price  guide  that  tracks  everything 
from  Zippo  lighters  (up)  to  Jim  Beam 
bottles  (down ). 

If,  say,  you  bought  Stickley  furni- 
ture in  the  mid-1980s  and  had  to  sell 
today,  you  might  lose  as  much  as  75% 
on  what  you  paid.  Yet  two  decades 
earlier  the  stuff  was  gathering  dust  in 
garages  or  old  furniture  stores  and 
was  on  offer  for  a  lot  less  than  even 
today's  depressed  prices.  Who  knows 
what  it's  going  to  be  worth  in  another 
ten  years? 

One  sure  way  to  get  in  early  is  to 
start  your  own  fad.  That's  just  what 
Scott  Bruce  did  with  a  bunch  of  chil- 
dren's lunch  boxes  (FORBES,  Aug.  8, 
19SS).  I  Ic  didn't  buy  into  an  existing 
market,  he  created  his  own.  After 
accumulating  over  3,000  lunch  boxes 
in  1985,  he  published  a  price  guide,  a 
magazine  and  a  coffee-table  book.  In 
1991  he  bailed  out  through  his  maga- 
zine, a  collectibles  show  and  his  own 
auction,  pocketing  as  much  as  $3,000 
for  a  single  box.  The  market  collapsed 
soon  after.  At  a  Christie's  auction  this 
year,  only  41%  of  its  collection  sold. 
"We're  not  handling  lunch  boxes 
anymore,"  sighs  Kathleen  Guzman, 
head  of  collectibles  at  Christie's. 

How  do  you  know  w  hen  the  peak  is 
near  so  you  can  get  out  in  time?  Look 
for  a  step-up  in  hype.  As  when  previ- 
ously obscure  stuff  suddenly  starts 
fetching  high  prices  at  auctions,  and 
when  the  shelter  magazines  start  fea- 
turing it.  That's  a  sure  sign  that  the 
buying  is  spreading  beyond  real  col- 


lectors— the  equivalent  in  the  st( 
market  of  stocks  moving  from  stroi 
long-term  holders  to  speculators  a 
suckers. 

As  far  as  "manufactured"  colic 
ibles  are  concerned,  it's  nearly  alw 
time  to  hew  are.  You  may  have  to  w 
a  very  long  time  indeed  for  the  likes 
commemorative  plates  and  coi 
Hummel  figurines  and  the  like  to  ! 
for  as  much  as  you  paid  for  them.  1 
that  doesn't  seem  to  dim  their  poj 
larity  among  collectors.  Okay,  so  lo 
as  they  understand  they  are  spend! 
money,  not  investing  it. 

What's  still  in  the  early  stages 
popularity?  Space  race  memorab 
and  couture  are  taking  off.  (  or 
book  art  and  almost  anything  to 
with  the  movies,  from  props  to  pc 
ers,  are  already  red  hot. 

Here  is  a  rundow  n  of  recent  tret 
among  collectibles  now  in  fashi< 
Keep  in  mind  that  what  is  hot  m 
may  be  very  close  to  peaking,  a 
what  is  cold  could  be  where  the  acti 
is  tomorrow. 

Animation  eels 
■■■  Overheated 

"There  are  millions  out  there,  and 
could  sell  them  all  day  to  collect! 
aiki  the  parents  of  even  4  vear-olc 
says  Kathleen  Guzman  of  Christie 
referring  to  the  classic  Disnev  imaj 
that  sell  for  SI  ,000  to  $5,000. 

Also  wax  up  are  animation  dra 
ings.  The  auction  houses  could 
give  them  away  just  two  years  aj 
now  they  are  bringing  between  $5 
and  $1,500  apiece. 
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Ivis'  guitar:  $150,000 


But  watch  out.  There's  lots  of  this 
Mff  around,  and  once  the  demand  is 
itisried  prices  could  drop  sharply, 
els  of  animated  Disney  movies  and 
irtoons  broke  records  in  1991: 
286,000  for  a  busy  scene  from  a 
930s  Mickey  Mouse  short;  $209,000 
>r  Snow  White  and  all  the  dw  arfs.  But 
nee  then  prices  have  dropped  about 
0%.  They've  probably  got  much  fur- 
ler  to  go.  Supply  is  enormous  and 
rowing  for  single  image  Disney  eels, 
aturing  almost  any  classic  cartoon 
^aracter.  Priced  $1,000  to  $5,000, 
ley're  overheated. 

aseball  cards 

'         ■  Ice  cold 

lot  even  Mickey  Mantle  is  moving, 
t  Christie's  in  October,  no  one  bid 
n  an  almost  perfect  Topps  1952 
4antle  card,  estimated  at  $12,000  to 
15,000.  (In  perfect  condition  it  lists 
I  $25,000.)  Cards  in  mint  condition 
|ow  fetch  half  the  values  in  Beckett's 
[rice  guide.  ctI  can  unequivocally  say 
le  market  for  baseball  cards  is  at  the 
>west  it  has  possibly  ever  been," 
itones  Christie's  Guzman. 
\  No  signs  of  a  pickup  here. 

i aseball  memorabilia 
jMBMB  Overheated 

utographed  balls,  bats,  letters — any- 
png  that  is  historic  or  event  rclat 
p — making  records.  The  baseball 
lorn  Don  Larsen's  perfect  game  in 
ke  1956  World  Series,  signed  by  the 
htire    team,    recently    sold  for 


poster:  $198,000 


$17,250.  But  beware  of  fakes  and 
junk  (like  Johnny  Bench-signed 
balls).  Without  a  letter  of  authentic- 
ity, don't  touch.  Only  5%  to  10%  of  all 
the  material  out  there  is  considered 
desirable. 

Books  and  manuscripts 
■MM  Hot 

Manuscripts  way  up,  thanks  to  avid 
buying  of  new  collectors.  Wall 
St  t  eeters  Richard  Gilder  and  Lewis 
Lehrman  paid  $1.5  million  last  year 
for  a  page  from  Abraham  Lincoln's 
"House  divided"  speech,  hirst-edi- 
tion book  collecting,  even  of  popular 
fiction,  all  the  rage.  Has  surpassed 
1 8th-  and  19th-century  classics  in 
popularity.  A  first  edition  of  Tom 
Clancy's  The  Hunt  for  Red  October 
brings  $500. 

Coins 

■■■MM  Warm 

U.S.  market  crashed  in  1981,  stayed 
quiet  through  most  of  the  1 980s,  n<  m 
coming  back.  Especially  hot:  gold 
coins.  Double  eagle  $20  gold  coin 
brought  only  5%  to  15%  over  melt 
value  two  years  ago;  now  worth  25% 
to  50%  over  melt.  Condition  now- 
more  important  than  rarity. 

Ancient  coins  in  doldrums;  too 
much  supply  around.  Recent  auction 
of  ancient  coins  from  the  Athena 
Funds  managed  by  Bruce  McNall  was 
within  Sotheby's  estimates  but  made 
no  records.  The  star  lot,  an  Ides  of 
March  gold  coin,  brought  $360,000. 


Paperweight:  estimated  $15,000 

Teddy  bear:  estimated  $30,000 


It  had  sold  for  $605,000  in  1990  at  a 
McNall  auction.  Many  common 
coins,  like  Alexander  the  Cireat  tetra- 
drachms,  sold  for  around  $400  each, 
the  same  price  they've  been  fetching 
lor  years. 


Comic  books 
mmmb  Overheated 

Older  comics  from  1930s  and  1940s 
doubled  in  the  late  1980s;  now  com- 
ics from  later  decades  are  following 
suit.  Recent  auction  prices  astound- 
ing: $82,500  for  a  1938  Action 
Comics  #1,  featuring  Superman; 
$18,700  for  1940  Batman  #1; 
$39,100  for  a  1962  Amazing  Fantasy 
#15,  featuring  Spiderman.  Some 
price  guides  are  hard  to  swallow.  A 
portfolio  of  comic  books  is  up  140%  a 
month  according  to  Matthew  Schiff 
man,  publisher  of  Comic  Investor's 
Insijjht.  Caution:  Condition  is  criti- 
cal. The  $39,100  Spiderman  is  mint; 
one  w  ith  yellowed  pages  fetched  only 
$2,100.  Modern  comics  have 
dropped.  A  copy  of  a  Death  of  Super- 
man issue  went  from  $1 .99  to  $25  to 
under  $5  now. 

Comic  book  art 
MM  Hoi 

Original  paintings  made  for  covers  of 
Prince  Valiant,  Little  Nemo,  Dick 
Tracy  and  the  like  are  on  fire.  A 
painting  of  Fighting  Men  of  Mars  by 
Frank  Frazetta  (who  later  illustrated 
for  Playboy)  recently  fetched 
$92,000.  A  Carl  Barks  painting  for  an 
Uncle  Scrooge  cover  made  $1 12,500 
in  June. 

Vintage  couture 

Balenciaga,  Schiaparelli,  Chanel  up 
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and  coming.  At  a  recent  sale,  a  1930s 
Mario  Fortuny  velvet  cape  brought 
$34,500.  "The  salesroom  was  filled 
like  an  evening  impressionist  sale," 
laughs  Guzman.  "Half  the  people 
told  me  they  bought  them  to  wear, 
the  other  half  because  one  day  they 
w  ant  to  start  a  museum." 

Folk  art 

HHHBE  Warming  up 

Prices  took  off  in  the  1980s,  leveled 
off  and  arc  now  rising  again.  Set  of  six 
paint  decorated  Windsor  side  chairs, 
circa  1830,  recently  brought 
$14,950,  double  the  estimate. 
Scrimshaw  prices  holding  despite  the 
Endangered  Species  Act,  which 
cooled  collectors'  interest.  So-called 
outsider  art — paintings  and  carvings 
made  by  contemporary,  self-taught 
artists — booming.  Recent  exhibits 
and  books  pushed  some  items  up  to 
$100,000. 

Galle  and  Daum 

Japanese  buyers  couldn't  get  enough 
in  1989;  prices  now  off  60%  to  80%. 
Galle  mushroom  lamp  with  a  broken 
shade,  which  fetched  $1.1  million  in 
1989,  would  now  bring  around 
$200,000.  Japanese  collections  sell- 
ing off  at  big  losses.  Serious  collectors 
now  returning;  most  pieces  sell  under 
$10,000. 

Hawaiian  shirts 
HI  Hot 

But  sell  'em  while  you  can.  Recent  big 
buyer:  Guess  Jeans,  which  paid  as 
much  as  $3,220  a  copy  at  recent 
Christie's  auction.  Expect  the  aloha 
look  to  be  back  next  summer,  then 
watch  prices  plummet. 

Hollywood  and  rock  'n'  roll  memorabilia 

Joan  Crawford's  1945  Oscar  fetched 
$68,500;  Elvis  Presley's  guitar, 
$150,000;  Sharon  Stone's  ice  pick 
from  Basic  Instinct,  $4,125.  An  auto- 
graphed pair  of  Madonna's  panties 
sold  for  $2,000.  The  wackier,  the 
better.  Buyers  include  restaurant  and 
nightclub  owners.  Auction  houses 
planning  lots  more  sales. 


Jewelry 


well-known  names  in  great  demand. 
A  Marcus  &  Co.  diamond  and  pearl 
brooch,  estimated  at  $60,000  to 
$80,000,  made  $21 1,000  at  a  recent 
auction;  a  small  rare  Tiffany  enamel, 
ruby  and  diamond  orchid  brooch, 
estimated  at  $20,000  to  $30,000, 
went  for  $415,000.  Large  stones  arc- 
attracting  big  money:  $1.2  million  for 
a  cultured  pearl  necklace,  $827,000 


for  a  33-carat  Kashmir  sapphire. 
Easterners  and  Arabs  arc  big  bu\ 
both  for  the  vault  and  to  w  ear. 

Movie  posters 

mmmm  Red  hot 

Just  when  it  seems  they  can't  go 
higher,  another  record  is  set.  A  Frt 
kenstein  poster  from  1931  just  m\ 
$198,000  at  Odyssey  Auctions 


Getting 
in 

early 


Hot 


Old  stuff  made  or  sold  or  designed  by 


For  Jonathan  Steinberg 
it's  fountain  pens,  one  of 
the  hotter  new  categories 
of  collecting. 

An  international  law- 
yer with  offices  in  London 
and  New  York,  Steinberg 
has  amassed  ewer  2,000 
fountain  pens  since  1975. 
Total  value  of  his  collec- 
tion: about  $400,000. 
But  Steinberg  hasn't  added 
a  penny  in  new  cash  to  his 
collection  in  years.  He  just 
keeps  on  trading  up. 

Steinberg  has  seen  the 
value  of  his  pens  double 
and  triple  in  the  last  five 
years.  During  the  same 
years  he  also  dabbled  in 
wristwatches,  which  have 
recently  dropped  50%. 
"It  doesn't  bother  me, 
considering  what  I  paid 
for  the  watches,"  says 
Steinberg.  "I  never  sell 
them  for  cash  anyway.  I 
trade  them  for  more 
pens." 

By  snapping  up  pens 
that  are  common  in  one 
country  and  trading  them 
in  another  country  where 
they  are  rare,  Steinberg 
has  arbitraged  his  way  into 
owning  one  of  the  most 
valuable  private  collections 
in  the  world.  One  year  he 
picked  up  some  old  eye- 
dropper  pens  in  London 
for  a  total  of  $600,  and  later 
traded  them  in  Chicago 
for  a  Waterman  pen  worth 
$1,500.  Then  on  a  trip  to 
Italy  he  traded  that  pen  for 
another  Waterman  worth 
$4,500  in  New  York. 

This  kind  of  arbitrage 


works  only  in  relatively 
young  fields  of  coliectinj 
There  are  as  yet  few  auctj 
catalogs  or  price  guides 
standardize  pen  prices 
around  the  world,  so  tlx 
market  is  very  regional  a 
bargains  are  available. 
What's  common  and  chfi 
in  New  York  can  be  rare 
and  desirable  in  Milan  ai 
vice  versa  if  there  are  no 
easily  available  sources  oi 
price  information.  The 
original  distribution  of  ti 
collectibles  plays  a  role 
here,  too. 

Steinberg  points  out: 
"There  aren't  the  same  ai 
bitrage  possibilities  with 
watches;  everybody  has  t 
recent  Sotheby's  and 
Christie's  catalogs  of  wat 
auctions. 

"People  will  show  me 
pens  in  the  Italian  markei 
that  are  easily  found,  and 
I  bring  them  back  to  the 
American  market,  where 
people  have  never  seen 
them  before,"  explains 
Steinberg.  "Then  I  take 
what  Americans  regard  as 
fairly  pedestrian,  like  Wa- 
terman Patricians,  and 
take  them  to  Italy,  w  here 
they  say,  'Wow,  we  want 
these.'  I  pick  up  Patrician 
here  for  $300  to  $500 
that  could  sell  in  Italy  lor 
couple  of  thousand. 
There  was  a  time  I  was  tal 
ing  the  Parker  Duofold 
Senior  in  red  over  to  Italy 
but  then  everyone  even- 
tually got  (me. 

"I  put  a  lot  of  money 
into  them  the  first  ten  vear 
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jrona,  Calif.  Watch  out:  Movie 
ster  rereleases  are  worth  a  fraction 
originals. 

perweights 
H  Hot 

the  recent  auction  of  the  Thurn 
d  Taxis  estate  in  Germany,  buyers 
atched  up  old  marble  paperweights 
r  $2,000  each.  Demand  is  high  for 


19th-century  paperweights  by  the 
big  French  firms  Clichy,  St.  Louis, 
Baccarat  and  Pantin.  Most  cost  be- 
tween $800  and  $2,000.  Also  hot: 
weights  by  contemporary  artists  such 
as  Paul  Stankard  and  Bob  Banford. 
"We're  seeing  more  people  jump  in 
at  the  $4,000  level,"  says  Lauren 
Tarshis  of  Sotheby's.  "They  want 
to  start  out  with  a  paperweight  that's 


really  an  investment." 

Pez  dispensers 
■■■■■  Overheated 

At  a  recent  sale,  all  lots  exceeded 
estimates.  Record  paid  was  $1,150  for 
lot  of  19  Disney  characters,  including 
Mickey  Mouse  and  Donald  Duck. 
Prices  the  same  with  or  without  stale 
candy.  Christie's  to  hold  another  sale 


it  over  the  last  five  years 
e  collection  has  been  self- 
lancing,"  Steinberg 
>es  on.  Like  dealers, 
einberg  pays  no  taxes 
i]i  his  trades,  since  he  real- 
is  no  gain.  He  is  simply 
creasing  the  value  of  his 
\  v'entory. 
Most  of  Steinberg's 
untain  pens  date  from 
184  (when  the  pens 
jutted  being  manufactured 
mmercially)  to  1940. 
e  figures  most  are  worth 
i0  to  $3,000  in  the 
nerican  market.  Only  a 
lall  percentage  of  old 
ns  are  expensive;  about 
%  are  still  worth  less 
n  $100  each. 
But  Steinberg  has  paid 
!muchas$15,000fora 
n,  and  figures  a  1920s 
t  nouveau,  gold-filled 
jont  Blanc  he  owns  is 
jorth  about  $50,000,  al- 
ough  he  has  never  been 
tercd  that  much. 
But  his  estimate  is 
, rdly  inconceivable.  In 
Lvigust  Bonhams  Auc- 
ppn  House  in  London  sold 
.  barker  "snake"  pen,  cir- 
1910,  for  $22,000.  Just 
!'•  months  earlier  the 
erne  pen  had  sold  at  Chris- 
l*s  in  London  for  less 
[1  an  half  that.  Collectors 
l^hly  prize  the  pen  for  its 
ry  unusual  design  of  two 
[jitwined  snakes.  Yet  the 
ijnake"  isn't  all  that  rare— 
iout  50  are  known  to 
ist. 

Steinberg  trades  with 
indreds  of  other  passion- 
:  collectors  all  over  the 


world,  many  of  whom  are 
also  globe-hopping  busi- 
nessmen. The  camaraderie 
they  enjoy  is  part  of  the 
fun.  "1  accidentally  sched- 
uled my  w  edding  in  1991 
during  the  weekend  of  the 
Houston  pen  show,"  he 


much  higher  than  at  the  big 
auctions.  Steinberg  keeps 
up  with  the  news  via  other 
collectors  and  clubs  like 
the  Pen  Collectors  of 
America,  based  in  Hous- 
ton, and  the  Club  Interna- 
zionale  Delia  Stilografica, 


Lawyer  Jonathan  Steinberg  trades  in  pens  and  watches 
Above  right:  Parker  "snake"  pen  auctioned  for  $22,000. 


recalls.  No  matter.  About  a 
dozen  fellow  collectors 
flew  into  New  York  from 
the  Houston  show,  and 
kept  right  on  trading  at  his 
wedding  reception. 

Most  of  the  action  in 
the  pen  field  goes  on  pri- 
vately, through  collectors 
and  dealers,  and  at  pen 
shows  around  the  world. 
Prices  of  privately  sold  and 
traded  pens  can  climb 


in  Bologna. 

It  was  an  old  gold  Wa- 
terman with  a  retractable 
nib,  a  gift  from  his  moth- 
er, that  hooked  Steinberg 
on  pens.  Using  it  at  busi- 
ness meetings,  he  was 
amazed  at  the  reaction  it 
got.  "I  could  be  in  a  major 
conference  with  the  other 
side  and  be  in  complete 
control  just  by  holding 
this  pen;  it  w  as  really  quite 


useful,"  he  recalls. 

Steinberg  has  gained  a 
dealer's  knowledge  over 
the  years  and  uses  it  to 
increase  the  value  of  his  col- 
lection. By  writing  arti- 
cles for  pen  magazines,  he 
has  garnered  more 
sources  to  trade  with.  He 
recently  organized  an  ex- 
hibit of "his  pens  at  a  Milan 
hotel  and  plans  more 
shows  in  Hong  Kong, 
Rome  and  Sao  Paulo.  He 
has  also  just  written  a  book 
on  pens,  which  will  be 
published  by  Running 
Press  in  the  U.S.  next 
year,  and  he  hopes  to  have  it 
translated  into  five  lan- 
guages. "It  should  increase 
my  reputation  as  a  collec- 
tor," he  says. 

What  pens  are  particu- 
larly hot  these  days?  One 
style  Steinberg  owns  is  a 
bullet-shaped  Eversharp 
"skyline"  pen  from  the 
1 940s .  A  year  ago  they  were 
worth  $10.  Now  they're 
trading  for  about  $50.  But 
he  doesn't  necessarily 
think  you  should  grab  one 
now. 

"You  have  to  make  up 
your  own  mind  what  you 
consider  attractive,  rare 
and  desirable,"  says  Stein- 
berg. "If  you  follow  oth- 
er people's  hype,  you're  in- 
vesting in  what  they  find 
desirable,  and  when  they 
stop  desiring  it,  it's  you 
left  holding  the  bag."  But 
in  pens  the  interest  is 
clearly  on  the  rise.  A  top 
may  not  be  too  far 
away.  -C.B.  WM 
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1875  toy  fire  engine:  $231,000 


Tiffany  lamp:  down  20%  to  $30,0 


Soyuz  space  capsule:  estimate  $3  million  to  $5  million 


in  December,  but  don't  expect  much 
action  on  Pez  dispensers  after  that. 

Photographs 
■Hi  Hot 

After  dropping  40%  in  recent  years, 
prints  of  early-20th-century  icons  like 
Man  Ray,  Weston,  Stieglitz  and 
Strand  are  breaking  records.  Last 
month  a  Stieglitz  photo  of  Georgia 
O'Keeffe's  hands  made  $398,500;  a 
Man  Ray  triptych  photo  made 
$222,000.  But  most  19th-century 
and  Civil  War  photographs  remain  in 
a  slump.  Also  way  down  in  price  are 
photos  by  fashion  photographers  like 
Richard  Avedon.  "They're  more  for 
interior  decorators,"  scoffs  New  York 
dealer  Daniel  Wolf. 

Silver 

■■■■■  Cool  for  routine  items 
A  Paul  Storr  flatware  sendee  that 
brought  $253,000  at  auction  in  1989 
just  resold  for  $442,500.  But  market 
cool  for  commercial- quality  Georgian 
and  Victorian  silver,  once  produced 
by  the  ton.  British  dealers  are  reeling. 
A  common  late- 18th-century  pair  of 
Georgian  candlesticks,  which  sold  for 
$4,000  to  $6,000  in  1989,  is  now 
down  to  $2,000  to  $3,000. 


Stamps 


Hot 


Appeal  as  portable  wealth  is  well  es- 
tablished. Rising  fast  now  are  stamps 
from  the  Far  East — Taiwan,  China, 
Thailand.  Since  1988  stamps  from 
China  have  appreciated  174%.  A  com- 


plete set  of  1,100  stamps  from  China 
would  now  cost  $700,000,  according 
to  collector  Richard  Lehmann,  who 
publishes  a  closely  watched  guide  to 
prices.  German  and  South  American 
stamps  are  now  down;  could  spell 
opportunity. 

Slot  machines 

in     i    *  Ice  cold 

"A  slot  machine  that  sold  for  $4,000 
in  1980  might  get  $1,000  now,"  says 
Sotheby's  Dana  Hawkes.  "We  don't 
sell  them  anymore."  As  prices  rocket- 
ed, repros  appeared,  and  the  market 
collapsed. 

Space  race  memorabilia 

Warming  up 
Astronauts  are  cashing  in.  In  the  last 
year  collectors  have  snapped  up  a  used 
Soviet  space  suit  for  $49,500  and  Pete 
Conrad's  urine-collection  device  for 
$660.  Sotheby's  has  major  auction 
this  month. 

Teddy  bears 

An  auction  at  Christie's  in  London 
this  month  will  feature  a  blue  Steiff 
bear  estimated  at  $20,000  to 
$30,000. 

Toys 

HHI  Cool 

Early  American  tin  toys  are  still  gold- 
en. A  toy  fire  engine  from  1875 
brought  $231,000  List  year  at  Chris- 
tie's. But  only  perfect  condition  sells. 
Comic  character  tovs  from  the  1950s 


w  ere  big  in  1990.  But  now  starting 
sag  after  the  three  top  collectors  liqt 
dated.  A  Disney  tin-plate  duck  1 
that  made  $1,140  in  1990  is  nc 
dow  n  to  $700. 


Tiffany 


Cold 


While  very  rare  stuff  over  $200,01 
has  held,  middle  of  the  market 
down  about  20%  for  staples  like  t 
20-inch  Dragonfly  table  lamp,  nc 
fetching  $25^000  to  $40,000.  Mc 
glass  vases  are  still  under  $10,00 
little  change  since  1988. 

Wristwatches 

■■■  Cold 

Market  dominated  by  Patek  PI 
lippe.  More  old  watches  out  the 
than  originally  thought,  and  risii 
prices  lured  them  from  vaults  ai 
dresser  drawers.  Standard  1940s  1 
tek  chronograph  that  sold  f 
$2,750  in  1985  and  rose  to  $39,61 
in  1989  is  now  $20,700.  Rol 
Daytona  chronographs  are  dov 
from  $13,200  to  $9,200  in  tv 
years.  What  about  cheapos  li 
Swatch?  Careful,  hype  kills  (Forbi 
Nov.  8). 

Our  final  bit  of  advice:  If  you  red 
like  looking  at  the  stuff  you  colic 
and  enjoy  the  chase,  collect  away.  B 
don't  kid  yourself:  It's  the  rare  persi 
who  makes  a  big  profit  from  collei 
ing.  (For  an  exception  and  explar 
tion  of  why  there  are  exceptions,  s 
box,  p.  152.)  I 
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Benefit  now. 
be  a  benefactor  later 


This  year's  tax  law  changes  and  increasing  requests  from  non-profit  organizations 
are  prompting  many  individuals  to  reconsider  the  benefits  of  charitable  giving. 

One  timely  option  is  the  Charitable  Gift  Fund  from  Fidelity  Investments®  —  designed 
to  enhance  both  tax-saving  and  charitable  giving  strategies.  It's  an  easy,  low-cost  way 
to  benefit  now  —  by  enjoying  immediate  tax  deductions  for  your  charitable 
contributions.  And,  a  way  to  be  a  benefactor  later  —  with  the  satisfaction  of  knowing 
that  you'll  have  more  to  give  at  a  future  date. 


Tax-deductible  contributions  to  the  Gift  Fund  grow  tax-free  in  asset  pools  of  Fidelity 
mutual  funds  —  providing  you  with  the  opportunity  to  maximize  your  gifts  to  charity. 
You  also  maintain  the  flexibility  to  recommend  at  any  time  which  charities  should 
benefit. 

If  you  contribute  appreciated  assets  —  including  stocks,  bonds,  or  mutual  funds  — 
you'll  pay  no  capital  gains  taxes  and  receive  deductions  for  their  fair  market  value, 
without  triggering  the  federal  alternative  minimum  tax  (AMT).  And,  because  donated 
assets  are  no  longer  part  of  your  estate,  they  will  likewise  be  free  from  estate  taxes. 


You  can  establish  a  Gift  Fund  account  with  a  minimum  initial  contribution  of  $10,000  or 
more.  Investment  management,  recordkeeping,  tax  reporting,  and  a  number 
of  other  services  are  provided  by  the  Gift  Fund  at  low  cost.  It's  like  having  your  own 
charitable  foundation  —  without  the  administrative  burdens  or  big  expenses. 

Deductions  for  today.  Flexibility  for  the  future.  No  matter  how  you  look  at  it,  Fidelity's 
Charitable  Gift  Fund  makes  sense.  For  more  information,  please  call  1-800-682-4438, 
or  fax  your  inquiry  to  61 7-248-1 851 . 


Today's  Deductions  Become 
Tomorrow's  Gifts. 


A  Gift  Fund  Account  Makes  It  Easy. 
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For  the  world.  By  the  world. 
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Boeing  is  America's 
leading  exporter,  and  has 
been  for  the  last  three 
years.  Airlines  in  more 
than  140  countries  fly 
Boeing  airplanes.  But  we 
are  a  major  customer  as 
well  as  a  major  supplier. 
For  example,  we  buy 
goods  and  services  from 
some  30,000  finns  with 
facilities  and  employees 
in  every  state  in  the  U.S. 
and  in  31  nations  around 
the  world. 


For  50  years  the  nuclear  laboratory  in  Los  Alamos,  N, 
has  brought  prosperity  to  the  town.  But  how  will  the 
citizens  survive  peace? 


Fallout 


By  William  P.  Barrett 


AFTER  a  breathtaking 
climb  up  New  Mexico 
Route  502  through  the 
Jemez  Mountains 
northwest  of  Santa  Fe, 
you  reach  a  small  and 
unusual  city  on  a  pla- 
teau. Much  of  the  town 
resembles  a  military 
housing  project. 
Streets  bear  names  like 
Bikini  Atoll  Lane,  Op- 
penheimer  Drive  and  Trinity  Drive. 
Bookstores  sell  postcards  bearing  im- 
ages of  atomic  bombs. 

Welcome  to  Los  Alamos,  where 
many  of  the  world's  greatest  physi- 
cists gathered  exactly  50  years  ago  to 
invent  the  nuclear  bomb  that  ended 
the  Second  World  War  and  started  the 
Cold  War.  The  top-secret  base  (the 
city  was  sealed  off  to  outsiders  until 
1957)  was  supposed  to  be  shut  down 
in  1945,  but  then  the  Soviets  got  the 
bomb,  and  a  permanent  defense  in- 
stallation, the  Los  Alamos  National 
Laboratory,  soon  took  root.  Operat- 


ed for  the  federal  gov- 
ernment by  the  Uni- 
versity of  California, 
the  43-square-mile  fa- 
cility now  has  7,200 
employees  plus  anoth- 
er 3,000  contract 
workers  and  students 
and  an  annual  budget 
of  $1.1  billion — most- 
lv  spent  locally. 
'  With  about  18,000 
residents,  Los  Alamos  may  be  the 
country's  most  erudite  and  wealthiest 
company  town.  Some  30%  of  the 
adult  population  hold  graduate  de- 
grees. At  the  last  census  (in  1990)  Los 
Alamos  County  had  the  U.S.'  fourth- 
highest  average  household  income, 
$54,801.  Perks  for  National  Labora- 
tory employees  include  cheap  tuition 
for  their  dependents  at  the  University 
of  California,  low  property  taxes  ($47 
a  month  for  a  $100,000  house)  and  a 
first-class  public  school  system.  Local 
unemployment  rate:  1%. 

But  with  superpower  peace  afoot, 


nuclear  weapons  design  doesn't  e 
actly  look  like  a  1990s  growth  inda 
try.  Nor  does  research  for  the  StratJ 
gic  Defense  Initiative  (Star  Wars 
which  helped  nearly  double  the  lac 
employment  since  1975.  Last  mod 
Congress  axed  another  Star  Wal 
project  that  pumps  maybe  $25  m: 
lion  a  year  into  Los  Alamos  coffers. 

In  short,  Los  Alamos  has  become 
very  nervous  enclave.  In  late  Octob 
837  lab  employees,  including  4  oft! 
lab's  1 1  associate  directors,  took  ear 
retirement — 11%  of  the  work  fore 
About  50  more  are  facing  layoff  n< 
tices,  while  hundreds  of  others  hai 
been  shifted  around  to  new  dutie 
But  amid  all  this  economic  uncertaii 
ty,  a  funny  thing  is  happening.  As 
the  former  Soviet  Union,  so  in  L 
Alamos:  People  and  institutioi 
weaned  on  government  funding  a 
actually  getting  entrepreneurial  ar 
more  efficient. 

The  lab  itself,  for  instance,  is  feve 
ishly  working  to  market  itself  to  pi 
vate  industry.  Lab  officials  are  strikir 
deals  with  private  business  to  sha 
technology,  develop  joint  ventu 
projects  and  push  into  fields  far  r 
moved  from  nuclear  bomb  makin 
For  instance,  the  lab  has  a  $14  millic 
agreement  with  General  Motors  I 
use  ion  bombardment  to  harden  c 
radiators  and  extend  their  lives.  It  h 
a  $4.5  million  contract  with  Mar 
land's  Life  Technologies  Inc.  to  u 
lasers  to  map  dna  in  humans. 

Need  to  use  a  fancy  piece  of  L< 
Alamos  equipment  to  test  your  ne 
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EXPERIENCE.  Tears  of  it.  EVERY  member  of  our  INVESTMENT  TEAM  brings  something  EXTRA  to 
he  TABLE.  The  NET  RESULT  is  that  NOT  ONLY  do  you  get  INPUT  from  some  of  the  industry's  MOST 
)UTSTANDING  research  ANALYSTS,  portfolio  MANAGERS  and  senior  investment  STRATEGISTS,  you  ALSO 
;et  the  SUM  TOTAL  of  their  EXPERIENCE  poured  into  every  FACET  of  an  INVESTMENT.  So  from  EQUITY 
o  FIXED  INCOME,  from  BOSTON  to  TOKYO  to  LONDON,  every  DECISION  we  make  is  BACKED  by  years 
nd  years  and  years  of  EXPERIENCE. 

A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 
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BOSTON-  LONDON  'TOKYO 


Wherever  You  Are... 


world-class,worldwide, 
Wireless  Solutions. 

touR  Agenda  for  the  '90s  is  Clear... 


Operational  excellence.  Value- 
Ided  customer  service.  Managed  growth, 
creased  profitability.  Strategic  flexibility, 
aybe  even  globalization. 

CSC  Intelicom,  the  telecom- 
unications  unit  of  Computer  Sciences 
Di  poration,  is  ready  to  help.  As  your 
isiness  partner,  we  can  maximize  your 
ofit  potential  in  the  face  of  an  evolving 
reless  marketplace.  With  the  broadest, 
ost  powerful  spectrum  of  domestic  and 
ternational  business  solutions  of  any 
>mpany  serving  the  wireless  industry, 
hether  it's  strategic  planning,  billing 
Iministration,  fraud  control,  increased 
venue  assurance,  or  meeting  the  needs 
emerging  technologies,  such  as  GSM, 
US,  ESMR  or  cable,  CSC  Intelicom 
n  develop  a  system  —  or  offer  a  proven 
lution  set  —  to  achieve  your  strategic 
isiness  objectives.  On  time.  Safely.  With 
)  surprises. 


Backed  by  the  financial  stability 
and  resource  base  of  Computer  Sciences 
Corporation,  CSC  Intelicom  is  the  wireless 
carrier's  full  technology  partner.  During  the 
last  16  years,  we  have  played  a  major  role 
in  the  development  of  telecommunications 
technology.  And  you  can  count  on  our 
continually  expanding  base  of  core  compe- 
tencies for  the  wireless  solutions  you  need 
to  make  your  business  prosper. 

CSC  Intelicom.  World-class,  world- 
wide, wireless  solutions.  Now  available... 
wherever  your  business  takes  you. 


CSC  INTELICOM 
^■^r  A  Unit  of  Computer  Sciences  Corporation 

6707  Democracy  Boulevard 
Suite  1000 

Bethesda,  Maryland  20817 
1.800.245.5776 


Brian  Regan 

Young 
Comedian 


But  the  best  line  comes  from  a 
Pilot  pen.  Because  Pilot's  patented 
liquid  ink  pens  always  deliver  a 

smooth  flowing  line. 
Look  for  Pilot's  Precise,  VBall. 
Spotliter  Supreme  or  'Varsity. 


Pilot  Pen  delivers  a  great  line! 


AIDS  is  nothing  to  laugh  about, 
That's  why  Pilot  Pen  donates  a  j 
portion  of  each  sale  to  AmFAR.  V 


PILOT 


product?  The  lab  might  rent  | 
some  time  and  technicians.  It  is  ; 
making  available  access  to  the  won 
finest  computer  system,  the  equ 
lent  of  more  than  100  Cray  1  sup 
computers.  And  the  lab  has  cut  scvj 
management  layers,  as  it  tries  to  d 
vert  more  of  its  fixed  overhead  i 
variable  costs. 

The  architect  of  Los  Alamos'  g 
for  the  elusive  peace  dividend  is  Si 
fried  (Sig)  Hecker,  50,  an  Austri 
born  plutonium  metallurgist  who 
came  the  lab  director  in  1986  at 
height  of  the  Star  Wars  build 
"W  hat  I've  been  is  a  scientific  sa 
man,"  Hecker  laughs.  He  figures 
spends  halfhis  time  pitching  the  lal 
to  private  business,  to  the  public 
government  agencies  and  to  C 
gress,  which  ultimately  will  decide 
fate  of  Los  Alamos  and  its  archriv  a 
nuclear  design,  California's  Law  re 
Livermore  National  Laboratory. 

So  far  Hecker's  efforts  have  ger 
ated  about  S45  million  a  year  of  ] 
\  ate  business.  Ironically,  the  lab's  I 
chance  for  short-term  governm 
funding  growth  will  be  to  clean 
what  it  helped  wreak — nuclear  pq 
tion  around  the  world.  The  lab 
pects  to  get  S250  million  a  year 
this  and  other  environmental  deal 
work  over  the  next  several  years 
quarter  of  its  present  budget. 

Meanwhile,  ex-lab  employees 
forming  their  own  high-tech  b 
nesses  in  unprecedented  numb 
Many  are  one-person  consultan 
specializing  in  arcane  areas  like  "cr 
genie  engineering" — the  use  of  1 
temperatures  to  store  and  transp 
materials. 

With  homes  in  Los  Alamos  start 
at  onlv  S6(),000,  local  gove  miner 
now  touting  the  town  as  an  ic 
retirement  place.  This  may  be  a  h 
sell.  Winters  at  7,400  feet  above 
level  are  pretty  cold  (average  Jam 
low  :  18  degrees),  and  some  think 
whole  area  is  basically  one  big  to 
waste  dump.  The  lab  has  acknc 
edged  more  than  2,000  hazard 
sites  on  its  grounds  alone.  Pu 
streets  are  regularly  shut  for 
movement  of  such  materials.  Yet 
pollution  issue  generates  surprisir 
little  local  concern. 

There's  nothing  like  the  threat 
economic  oblivion  to  wonderf 
concentrate  the  mind. 
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ITT  Tech  Students 
Pass  Their  Biggest  Test 
After  Graduation. 
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ding  a  job  with  a  future,  one  that  is  related  to  their  edu- 
on,  that's  the  ultimate  test  college  graduates  face  today.  A 
d  education  isn't  enough.  Students  need  both  the  theory 

the  practical  application  of  that  theory  which  are  necessary 
,in  increasingly  specialized  job  market. 

At  ITT,  we  had  a  vision  for  a  system  of  higher  education 
:  prepares  students  to  meet  the  demands  of  American  busi- 
es. Taught  by  instructors  with  real-world  experience.  So 
iuates  will  be  better  prepared  to  handle  the  jobs  tomorrow's 
inological  workplace  will  produce. 


That's  what  led  us  to  invest  over  $60  million  in  ITT 
Technical  Institutes.  With  a  plan  to  double  it  by  the  year  2000. 
Today,  ITT  Tech,  part  of  ITT's  Financial  &  Business  Services 
group,  is  one  of  the  leading  private  career-focused  programs 
in  the  U.S.  Teaching  entry  level  skills  for  productive 
jobs  in  telecommunications,  consumer  electronics,  aero- 
space, computer  drafting  and  other  21st  century 
fields.  It's  good  to  

know  our  invest-  TIT1ITI  We're  adding  more 
mem  is  working.    JL  JL  J™  than  just  our  name. 


FINANCIAL  &  BUSINESS  SERVICES     ITT  MANUFACTURED  PRODUCTS     ITT  RAYONIER     ITT  SHERATON 


The  Bank  of  New  York  might  have  become  meat  for 
vultures,  but  Carter  Bacot  took  his  cue  from 
a  different  breed  of  bird  and  made  it  one 
of  the  most  efficient  banks  in  the  country. 

The  peregrine 
falcon 


By  Dyan  Machan 

Expiaining  the  skills  and  attitudes 
that  won  him  the  $1.8-million-a-year 
chairmanship  of  Bank  of  New  York,  J. 
(for  John)  Carter  Bacot,  60,  harks 
back  to  1967  when  he  was  head  of  the 
research  department.  There  was  an 
annual  ritual  in  those  days.  Each  de- 
partment head  would  submit  requests 
for  the  additional  personnel  he 
thought  he  would  need.  Bacot  (pro- 
nounced BAKE-o)  took  a  different 
tack.  "I'd  come  in  and  tell  the  presi- 
dent [Samuel  Wooley]  how  I'd  get  rid 
of  analysts  and  cut  costs,"  he  says. 
"Boy,  was  he  happy  to  see  me!" 

Fifteen  years  later  this  aggressive 
sort  of  independent  thinking  landed 
Bacot  the  bank's  top  job.  Shortly 
before  his  49th  birthday,  the  board 
named  him  chairman  and  chief  execu- 
tive of  the  Bank  of  New  York  Cq., 
Inc.,  the  holding  company  for  the 
$46  billion  (assets)  bank  that  takes 
great  pride  in  tracing  its  origins  to 
Alexander  Hamilton. 

This  was  1982,  and  few  bankers  yet 
realized  the  turbulent  times  facing 
them — the  growing  competition 
from  outside  the  banking  system,  the 
boom  and  crash  in  global  real  estate 
prices  and  the  increasing  volatility  in 
exchange  rates.  While  he  could  not 
foresee  the  future,  Bacot  could  see 
clearly  that  his  bank,  as  constituted, 
was  ill-fitted  to  survive  in  changing 
times.  "We  were  a  staid,  conservative 
bank,"  he  recalls.  "If  we  stayed  that 
way,  we  wouldn't  survive.  We'd  be 
squeezed  out  or  become  prey." 

A  pair  of  peregrine  falcons  nest  atop 
Bank  of  New  York's  Wall  Street  office 
tower,  possibly  descendants  of  a  group 


can  Depositary  Receipts  are  certil 
cates  traded  here  as  proxies  for  foreig 
securities.  Sponsoring  banks  get  fe 
for  issuing  Al)Rs,  transferring  ther 
storing  the  non-U.S.  securities  bad 
ing  them  up,  dispersing  dividends  ar 
disseminating  the  companies'  finaj 
cial  reports. 

While  Morgan  complacently  a 
sumed  that  its  longtime  presem 
overseas  guaranteed  it  continuir 
dominance,  Bacot  dispatched  a  sal 
team  to  spread  the  word  to  fbreig 
companies  that  Bank  of  New 
York  wanted  to  sponsor 
their  AORs.  Recalls  Joseph 
Velli,  Bank  of  New  York  ex- 
ecutive vice  president:  "It 


released  over  New  York  City 
in  1980  in  the  hope  that  the 
easy  availability  of  pigeon 
meat  would  cause  the  en- 
dangered species  to  thrive. 
The  falcons  did,  and  the 
Bank  of  New  York's  pair, 
nicknamed  Alexandra  and 
Hamilton,  turned  out  to  be 
particularly  tough,  once 
fiercely  attacking  a  wildlife 
biologist  who  sought  to 
band  their  offspring.  Carter 
Bacot  likes  that.  It  symbol- 
izes that  Bank  of  New  York 
is  a  falcon,  not  a  pigeon. 
Bacot  proved  that  in  1988, 
when  he  acquired  the  Irving 
Bank  Corp.  in  a  brutal  and 
unsolicited  takeover  that 
turned  out  extremely  well 
for  Bank  of  New  York. 

Eat  or  be  eaten.  Early  on  Bacot 
understood  that  survival  lay  in  con- 
centrating, in  becoming  strong  in 
niche  businesses  where  it  could  excel 
and  where  it  could  build  significant 
market  share.  Obviously  it  would  be 
difficult  to  gain  a  commanding  posi- 
tion in  Manhattan  retail  banking 
against  far  bigger  banks  with  more 
capital.  Wisely,  he  decided  to  focus  on 
fee-generating  service  businesses. 

Bacot  chuckles  when  he  recalls  how 
he  caught  rival  Morgan  Guaranty  un- 
awares. In  the  early  1980s  Morgan 
Guaranty  owned  the  ADR-sponsoring 
business.  Bank  of  New  York  did  none 
and  had  little  presence  overseas.  This 
was  then  a  nice  little  business,  but 
nothing  like  what  it  has  become  in 
these  days  of  global  investing.  Ameri- 


Bank  of  New  York  Chairman 
J.  Carter  Bacot 
One  tough  bird. 


m 


was  two  years  before  Mor- 
gan even  woke  up."  By  then 
Bank  of  New  York  already 
had  a  20%  market  share  with 
50  accounts.  Today  Bank  of 
New  York  has  more  than  half 
of  all  the  sponsored  ADR 
business. 

Bacot  and  his  team  caught  the  o] 
position  by  surprise  again  in  the  spi 
cialized  business  of  clearing  goven 
ment  securities.  Two  years  ago  tl 
business  was  divided  about  even 
among  Security  Pacific,  Chemic 
Bank  and  Bank  of  New  York.  At  th 
time  BankAmerica  acquired  Securii 
Pacific  and  became  a  potentially  moi 
threatening  adversary. 

Swoop!  Bank  of  New  York  lure 
three  of  Security  Pacific's  key  peopl 
poached  their  customers,  and  dot 


164 


Forbes  ■  December  6,  199 


led  its  market  share  to  60%. 
Bacot  realized  his  bank  couldn't 
Dssibly  dominate  the  huge  credit 
lrd  and  trust  businesses,  but  its  ag- 
ressiveness  has  won  it  marker  leader- 
lip  in  niche  areas.  In  credit  cards,  it 
>ecializes  in  the  no-frill,  low-rate 
id,  where  its  loan  volume  is  growing 
vrer  20%  annually.  The  bank's  heavily 
-omoted  Consumers  Edge  Visa  card 
is  no  fee,  charges  1 1 .9%  compared 
ith  the  16%  to  17%  industry  average, 
at  starts  charging  interest  the  min- 


[e  a  cardholder  makes  a  purchase, 
lat  practice  doesn't  bother  custom - 
s  who  keep  running  balances  and 
;ake  money  for  the  bank;  but  it  does 
i»courage  the  less  desirable  thrifty 
stomers  who  pay  their  bills  in  full 
!ch  month  and  are  moneylosers  for 
nks.  Bank  of  New  York's  $5.8  bil- 
!>n  in  credit  card  loans  outstanding 
(count  for  about  25%  of  the  bank's 
mings. 

jToday  close  to  half  of  Bank  of  New 
Srk's  $2.4  billion  in  1992  revenues 


comes  from  these  nonmoneylending 
businesses;  the  typical  U.S.  bank 
counts  on  nonlending  business  for 
just  30%  of  revenues.  The  bank  is 
number  one  or  two  in  the  nation  in  six 
ot  these  fee  businesses,  among  the  top 
five  in  six  others. 

What  about  lending?  Bacot  lends, 
but  lends  carefully  and  again  he  has 
focused  on  niches.  Bank  of  New  York 
chose  not  to  compete  in  retail  bank- 
ing in  New  York  City.  But  it  has  the 
largest  branch  network  in  the  New 
York  suburbs.  It  is  also 
perhaps  the  largest 
lender  to  the  securities, 
media  and  utilities  in- 
dustries. What's  more, 
Bank  of  New  York  has 
one  of  the  strongest 
balance  sheets  around. 
Problem  loans  were 
slashed  from  $1.2  bil- 
lion a  year  ago  to 
around  $700  million 
now.  Its  reserves  cover 
130%  of  nonperform- 
ing  assets;  the  industry 
average  is  78%.  Bank  of 
New  York's  equity-to- 
assets  ratio  is  a  healthy 
8.1%  compared  with 
the  industry's  7.2%. 

After  almost  12  years 
in  the  executive  suite 
and  with  5  to  go  before 
retirement,  Carter  Ba- 
cot, like  the  falcons 
atop  Bank  of  New 
York's  building,  still 
stalks  pigeons.  He  told 
Forbes  he  wants  to 
make  another  major 
acquisition  to  expand 
the  bank's  consumer 
base  and  its  middle- 
market  lending.  He's 
on  the  lookout  to  buy 
up  any  securities-processing  units  that 
may  be  for  sale.  He  expects  to  see  a 
number  of  them  come  on  the  market 
from  banks  where  they  are  only  a 
minor  sideline.  Explains  Bacot: 
"Banks  today  can't  stay  in  businesses 
that  don't  add  to  earnings,  so  there  is 
a  weeding  out  [of  banks'  service  busi- 
nesses]. The  business  is  moving  to  the 
high -volume,  low-cost  producer." 

Bacot's  continued  aggressiveness 
sometimes  makes  investors  nervous. 
In  his  zeal  to  keep  abreast  of  change, 


they  fear  he  will  take  on  equity-dilut- 
ing acquisitions.  Take  the  merger  in 
August  with  National  Community 
Banks  Inc.  in  New  Jersey.  Bacot  paid 
10.3  million  new  Bank  of  New  York 
shares,  valued  at  $587  million,  or  $57 
per  share,  when  the  deal  was  an- 
nounced. Too  much,  the  market  de- 
cided. Bank  of  New  York's  stock 
promptly  collapsed  to  $52.  But  by 
Labor  Day,  National  Community's 
105  branches  had  been  converted  to 
Bank  of  New  York  branches,  15%  of 
its  staff  was  fired  and  its  back-office 
operations  were  eliminated.  Bacot 
says  Bank  of  New  York  is  on  track  to 
reduce  National  Community's  ex- 
penses by  more  than  30%. 

"My  response  to  the  charge  that  we 
paid  too  much,"  says  Bacot,  "is: 
'Look  at  our  record  earnings.'  "  In- 
stead of  diluting  earnings,  the  acquisi- 
tion added  to  third-quarter  earnings 
on  a  fully  diluted  basis.  For  the  year, 
Bank  of  New  York  should  earn  $5 .50  a 
share,  up  from  $4.26  a  share,  accord- 
ing to  Michael  Mayo  of  UBS  Securities. 

What  the  market  overlooked  was 
that  when  Bank  of  New  York  made  its 
offer  for  the  New  Jersey  bank  it  fac- 
tored into  the  price  the  savings  that  it 
knew  it  could  make.  It  forgot  that  a 
hard-eyed  attitude  toward  costs  was 
what  put  Carter  Bacot  on  the  road  to 
the  top. 

The  Bacot  imprint  is  in  the  little 
things  as  well  as  in  the  big  things. 
Employees  do  without  personalized 
memo  pads,  and  what  Bacot  disdainful- 
ly calls  "parties,  dances  and  balls." 
"But,"  he  adds,  "they  all  participate  in 
profit  sharing  and  are  encouraged  to 
find  ways  to  cut  expenses."  This  is  part 
of  the  reason  he  makes  his  acquisitions 
work  so  well:  He  loses  little  time  in 
remolding  them  into  Bank  of  New 
York's  efficiency  image.  Community 
Bank's  new  customers  used  to  get 
handsome  pens.  No  more.  "Customers 
get  a  hearty  handshake,"  says  Bacot. 

It  shows.  Bank  of  New  York's  effi- 
ciency ratio  is  55%,  in  an  industry 
where  the  average  is  60%.  This  ratio 
measures  the  percentage  of  revenues 
eaten  up  by  costs  other  than  interest. 
"Cost  control,"  Bacot  says,  "comes 
from  the  top."  That's  a  mantra  today 
in  business,  but — once  again — Bacot 
understood  it  long  before  most  of  his 
peers  and  executed  it  much  more 
fiercely.  WM 
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Being  private  has 
advantages  that 
many  companies 
preferto the  cheap 
long-term  capital 
available  in 
today's  equity 
markets. 
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The  private  companies  listed  on  the  follows 
pages  include  firms  that  deliver  more  packages  tha 
Federal  Express,  fly  more  passengers  than  Cont 
nental  Airlines,  manage  more  shopping  malls  than  ar 
public  company,  publish  many  of  America's  newspaper 
retail  hundreds  of  thousands  of  new  automobiles  an 
make  more  blue  jeans  than  anyone  else  in  the  world. 

Private  business  is  not  necessarily  small  business.  Som 
of  it  is  big  business,  very  big  business.  The  largest  compar 
on  the  list  does  an  estimated  $47  billion  in  sales;  con 
bined,  the  400  largest  do  $598  billion. 

A  few  of  the  most  successful  private  companies  plan  t 
go  public  soon.  The  lure  is  obvious:  In  a  market  made  fc 
initial  public  offerings,  going  public  is  a  way  of  raisin 
cheap  long-term  capital.  Selling  minority  stakes  to  th 
public  brings  in  capital  that  does  not  have  to  be  paid  off  i 
the  future,  drains  away  no  cash  in  interest  payments  an 
does  not  bring  the  bankers  into  the  boardroom. 

But  why  are  so  many  big  companies  remaining  private  i 
an  age  when  Wall  Street  was  willing  to  pay  100  times  late; 
fiscal  sales  to  take  a  chain  of  chicken  restaurants  public 
The  answer  is  simple:  Many  companies  value  the  compet! 
tive  advantage  of  secrecy. 

Take  Schwan's  Sales  Enterprises,  a  Minnesota- base! 
company  with  estimated  sales  of  $1.8  billion.  We  believ 
that  this  private  firm  has  a  virtual  lock  on  selling  froze 
pizzas  to  schools  and  other  institutions.  Schwan's  alsj 
derives  substantial  revenues  from  home  delivery  of  io 
cream  and  other  frozen  foods.  But  no  one  at  the  compan 
is  bragging  about  these  accomplishments;  Schwan's 
mum.  Why  attract  competition? 

If  you  go  public,  you  must  file  complicated  financi; 
statements  with  the  Securities  &  Exchange  Commission 
Going  public  exposes  you  to  litigation  from  hungi 
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ither  because  of  the  nature  of  their  business  or  because  they 
ant  to  minimize  taxes,  private  companies  are  often  less 
i  rofitable  than  public  firms.  At  right:  some  exceptions. 

wyers  if  your  earnings  fail  short  of  expectation  or  if  you 
uy  a  corporate  jet  that  sometimes  detours  to  Acapulco. 
Public  companies,  unfortunately,  must  cater  to  the 
equently  wrongheaded  and  shortsighted  whims  of  secu- 
ty  analysts,  who  are  obsessed  with  quarterly  earnings.  A 
rivate  company  can  often — but  not  always — make  better 
mg-term  decisions  than  a  public  company. 
Herewith  Forbes  takes  its  annual  trip  into  the  world  of 
rivate  companies.  Some  are  less  private  than  others. 
|bout  15%  of  the  U.S.'  largest  private  companies  do  file 
3-K  reports.  For  such  firms  and  for  those  companies  that 
jluntarily  release  financial  statements,  we  show  net  in- 
)me  and  operating  income  in  our  tables. 
Operating  income  here  means  profits  before  deprecia- 
pn,  interest  and  taxes.  It's  a  pure  measure  of  business 
Iterations,  divorced  from  the  peculiarities  of  how  the 
Bmpany  is  financed  or  whether  it  is  subject  to  corporate 
Icome  taxes.  (A  fair  amount  of  private  business  is  con- 
flicted through  S  corporations,  which  don't  pay  their  own 
Bderal  income  taxes.) 

f  For  some  companies  that  don't  release  financial  results, 
ie  provide  an  estimate  of  operating  income,  where  we  felt 
|e  could  make  an  intelligent  guess  based  on  the  margins 
fenerated  by  similar  public  companies, 
n  What  do  we  consider  to  be  a  private  company?  The 
nmpany  has  to  be  a  U.S. -based  for-profit  entity  that 
pesn't  have  widely  held  common  stock.  It  may  have  too 
»w  shareholders  to  be  compelled  to  file  with  the  SEC  or  it 
jstricts  its  share  ownership  to  a  select  group,  such  as 
nnployees;  Publix  Super  Markets  in  Florida  is  an  example 
fcre.  Or  the  company  files  with  the  SEC  because  of  its 

idely  held  debt  or  preferred  securities,  but  its  common 
iDck  is  closely  held  and  not  traded  on  any  exchange. 
H  We  exclude  government  agencies,  mutual  companies 
[Le  depositor-owned  banks  and  policyholder-owned  in- 
hrers,  agricultural  and  other  cooperatives,  subsidiaries  of 
j  lblic  companies,  and  joint  ventures.  We  also  exclude  tax- 

empt  organizations  like  hospitals  and  universities,  al- 
[jough  we  include  outfits  whose  profits  go  to  tax-exempt 
[  ds  (Encyclopaedia  Britannica,  Battelle  Memorial  Insti- 
|jte)  if  the  business  itself  pays  corporate  income  tax. 
Ij  We  omit  companies  with  fewer  than  100  employees, 
npst  of  which  are  commodity  trading  firms  whose  reve- 
I  les  bear  no  relation  to  their  economic  value  added. 
[  l  Except  where  noted,  the  revenue  shown  is  for  the  latest 
■calyear.  Despite  considerable  pressure  from  Carlson  Cos. 
Junked  51 ),  we  show  only  revenues  that  would  appear  on 
lie  income  statement  of  the  parent  company  if  it  complied 
I  th  generally  accepted  accounting  principles.  Carlson 
•basts  systemwide  revenue  of  $1 1.3  billion,  but  the  bulk  of 
I  it  is  from  franchisee!  travel  agencies,  restaurants  and  hotels 
||>m  which  the  parent  collects  franchise  fees.  Our  estimate 
|r  Carlson's  GAAP  revenue:  S2.3  billion. 
IjOur  data  sources  include  governmental  filings,  volun- 
Ijy  disclosures,  and  estimates  from  competitors,  custom - 
f :.,  former  employees  and  industry  analysts.  Ml 


The  most  net  income . . . 

Company 

 Profits- 

Revenues 

est  operating 

net 

($mil) 

($mil) 

($mil) 

United  Parcel  Service 

$1 ,278a 

$765 

$16,519 

Levi  Strauss  &  Co 

853a 

361 

5,570 

Cargill 

1,413 

358 

47,100e 

Peter  Kiewit  Sons' 

102a 

169 

2,020 

Gillett  Holdings 

35a 

1411 

789 

Fidelity  Investments 

300 

125 

1,824 

Guess? 

110a 

108 

513 

Publix  Super  Markets 

191a 

103 

6,664 

Montgomery  Ward  &  Co 

174a 

100 

5,760 

Gateway  2000 

103a 

70 

1,107 

a:  Actual,  e:  Estimate.  ' 

ncludes  gains  from  restructuring. 

. . .  The  most  operating  income 

Company 

 Profits- 

Revenues 

operating 

net 

($mil) 

($mil) 

($mil) 

United  Parcel  Service 

$1,278 

$765 

$16,519 

Levi  Strauss  &  Co 

853 

361 

5,570 

Grand  Union 

802 

-266 

2,834 

Continental  Cablevision 

488 

-103 

1,114 

Fort  Howard 

327 

-69 

1,151 

Amerco 

237 

34 

1,041 

American  Standard 

236 

-57 

3,792 

Publix  Super  Markets 

191 

103 

6,664 

Supermarkets  General 

175 

-21 

4,340 

Montgomery  Ward  &  Co 

174 

100 

5,760 
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—Rank  -  Company 
this  last  business 
year  year 

1  1  Cargiil 

intl  marketer,  processor  &  transporter  of  agricultural  &  bulk  commodities 

2  2      Koch  Industries 

oil  &  gas,  chemicals,  agriculture,  minerals,  real  estate 

3  3      United  Parcel  Service 

package  delivery 

4  4      Continental  Grain 

commodity  marketing,  food  processing;  world's  largest  producer  of  fed  beef 

5  5  Mars 

manufactures  candy,  pet  food,  rice-,  electronics 


Chief  executive 

Whitney  MacMillan 
Charles  Koch 
Kent  C  Nelson 
Donald  L  Staheli 
Forrest  E  Mars  Jr 


Revenues   Profits  

($mil)     est  operating  net 
($mil)  ($mil) 


$47.100e 
20,100e 
16,519 
15,000e 
12,500e 


$1,413 
2,815 
1,278a 
450 
1,830 


$358 


765 


With  sales  of  $2.6  billion,  Estee  Lauder  is  the  largest 
privately  held  cosmetics  and  fragrances  company. 


6 

6 

Goldman,  Sachs  &  Co 

securities  brokerage,  investment  banking 

Stephen  Friedman1 

12,450e 

7,000 

7 

7 

•  NWA 

airline 

John  H  Dasburg 

8,120e 

-309 

45,000 

8 

8 

Bechtel  Group 

largest  construction  &  engineering  firm  in  the  US 

Riley  P  Bechtel 

7,774 

295 

31,000 

9 

10 

Publix  Super  Markets 

400  supermarkets  in  Florida  &  Georgia 

Howard  M  Jenkins 

6,664 

191a 

103 

27,072 

10 

62 

KPMG  Peat  Marwick 

accounting 

Jon  C  Madonna 

6,375 

76,000 

11 

9 

RH  Macy  &  Co2 

department  &  specialty  stores 

Myron  Ullman  III 

6,300 

-72a 

-544 

51,000 

12 

13 

Arthur  Andersen  &  Co,  SC 

accounting 

Lawrence  A  Wembach 

6,017 

68,078 

13 

50 

Ernst  &  Young 

accounting 

Ray  J  Groves 

5,900e 

63,558 

14 

12 

•  Montgomery  Ward  &  Co 

department  stores,  Home  Ideas  furniture  stores,  catalog  sales 

Bernard  F  Brennan 

5,760 

174a 

100 

49,200 

15 

72 

Coopers  &  Lybrand 

accounting 

Eugene  M  Freedman 

5,602e 

67,064 

16 

17 

Levi  Strauss  &  Co 

Levis  &  Dockers  jeans  &  related  products 

Robert  D  Haas 

5,570 

853a 

361 

34,200 

17 

58 

Deloitte  &  Touche 

accounting 

J  Michael  Cook 

5,000e 

56,000 

18 

16 

ARA  Services 

largest  institutional  food  service  company  in  the  US 

Joseph  Neubauer 

4,931e 

392 

120,000 

19 

18 

Advance  Publications 

newspaper  chain,  Random  House,  Conde  Nast,  New  Yorker 

SI  Newhouse  Jr 

4,750e 

285 

19,000 

20 

25 

Ingram  Industries 
distnbutes  computer  equipment,  books  &  video;  barge  operations,  oil  exploration 

E  Branson  Ingram 

4,657 

559 

7,800 

■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a-.  Actua 

e:  Estimate.  ' 

Robert  E.  Rubin  is  co-chief  executive.  2 

In  Chapter  11. 
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Business  with 
Confucius. 


It's  a  well-known  fact:  some 
Asian  countries  are  among  the 
world's  leading  eco- 
The  success  nomies. 
of  the  Confucian         Looking  closer 
philosophy  at  the  causes,  one 

in  the  computer  of  the  first  things 
age.  that  springs  to  mind 

are  the  teachings  of 
Confucius,  dating  from  over  2,500 
years  ago  -  a  school  of  thought 
which  laid  the  groundwork  for 
an  unusually  favorable  economic 
environment 


The  foundation  for  success  has 
been  built  on  an  uncompromising 
recognition  of  competence,  the 
importance  of  getting  a  good  edu- 
cation, and  especially  the  indi- 
vidual's profound  feeling  of  being 
at  one  with  both  society  and 
his  employer. 

It  goes  without  saying  that 
these  strengths,  which  have  evolv- 
ed over  generations,  also  involve 
duties.  For  in  order  to  sustain  the 
climate  of  harmony,  each  individual 
is  expected  to  comply  with  various, 


and  at  times  subtle,  rules  of  beh 
To  take  an  example:  t 
much-beloved  and  protr? 
business  dinners  are  not  desi< 
primarily  as  a  medium  for  busi 
negotiations. 

But  by  fostering  a  state  o 
mony  and  creating  the  cc 
atmosphere,  they  do  help 
successfully  conduct  busines 
If  in  the  course  of  negotia 
you  are  confronted  with  a  situ 
where  you  could  in  some 
cause  your  counterpart  to 


you  should  refrain  from  per- 
3  even  if  you  are  clearly  in  the 
You  can  expect  this  demon- 
n  of  good  will  to  be  met  with 
ul  recognition,  even  if  none  of 
present  openly  show  it. 
/  behaving  in  this  way,  you 
ave  by  no  means  lost  in- 
e.  On  the  contrary,  you  will 
shown  that  you  have  taken 
art  the  most  important  rule 
iduct:  in  a  dignified  manner, 
3  permit  your  counterpart  to 
ace.  And  by  doing  so,  you  will 


also  further  your  own  interests. 

Business  in  Asia  requires  pa- 
tience and  time.  But  once  accept- 
ed, you'll  always  be  accepted. 

Dresdner  Bank  has  been  an 
active  and  respected  member  of 
the  Asian  business  scene  for  many 
years  now,  with  nearly  five  hundred 
committed  professionals  -  both 
western  and  eastern  -  serving  cus- 
tomers with  their  experience  and 
expertise. 

Our  customers  know  they 
can  rely  on  us  to  help  bring  their 


interests  into  harmony  with  the 
various  Asian  mar-   


kets,  each  with  its   Striving  for 
own  particular  local    harmony  as  a 
business  customs.      formula  for 

And  yet,  every  competitive 
day  even   we   still  success, 
learn  something  new. 

That  is  how  it  should  be.  For,  in 
the  words  of  a  Chinese  proverb, 
continually  striving  to  secure  long- 
term  success  is  more  important 
than  "quickly  plucking  a  feather 
from  a  passing  goose". 


Dresdner  Bank 


—Rank—  Company 
this  last  business 
year  year 


-Profits- 


Chief  executive  Revenues 

($mil)     est  operating  net 
($mil)  ($mil) 


21 

27 

HEB  Grocery 
HE  Butt  Super  Food/Drug,  HE  Butt  Food  &  Pantry  Food  stores 

Charles  C  Butt 

$4,450e 

$110 

$49e 

8.0C 

22 

11 

Supermarkets  General 

Pathmark  supermarkets,  drugstores,  Rickel  Home  Centers 

Jack  Futterman 

4,340 

175a 

-21 

10,0( 

23 

14 

Meijer 

large  supermarket  chain  in  the  Midwest 

Doug  Meijer 

4,250e 

319 

35,0( 

24 

19 

Marmon  Group 

60  different  manufacturing  &  service  companies 

Robert  A  Pritzker 

4,000 

720 

27,0( 

25 

15 

American  Financial 

insurance,  broadcasting,  food  processing 

Carl  H  Lindner 

3,929 

313 

-162 

15,0( 

26 

88 

Price  Waterhouse 

accounting 

Shaun  F  O'Malley 

3,887 

49,0( 

27 

76 

Edward  J  DeBartolo 

largest  US  shopping  mall  owner,  Ralph's  Supermarkets;  racetrack 

Edward  J  DeBartolo 

3,796e 

240 

15,0( 

28 

22 

•  American  Standard 

plumbing,  air-conditioning,  automotive  products 

Emmanuel  A  Kampouris 

3,792 

236a 

-57 

33,5( 

29 

26 

•  Alco  Health  Services 

full-service  drug  wholesaler 

JF  McNamara 

3,700e 

74 

2,3( 

30 

21 

SC  Johnson  &  Son 

specialty  products  for  home,  personal  care  &  insect  control 

William  D  George  Jr 

3,550 

700 

14,0 

31 

30 

Amway 

door-to-door  sales  of  household  &  personal  care  products 

Jay  Van  Andel1 

3,465e 

242 

11,0 

32 

37 

Penske 

diesel  manufacturing,  truck  leasing,  auto  dealerships 

Roger  S  Penske 

3,250e 

212 

10,9 

33 

29 

Lefrak  Organization 

real  estate  development  &  management  in  New  York  City,  entertainment 

Samuel  J  LeFrak 

3,200e 

480 

18,0 

34 

31 

Anschutz 

railroads,  oil,  mining,  hotels,  real  estate 

Philip  F  Anschutz 

3,134e 

138  - 

23,0 

35 

36 

Hallmark  Cards 

world's  largest  greeting  card  company 

Irvine  0  Hockaday  Jr 

3,100 

370 

21,5 

36 

33 

Grand  Union 

supermarkets  in  7  northeastern  states 

Joseph  J  McCaig 

2,834 

802a 

-266 

8,0 

37 

24 

MacAndrews  &  Forbes  Holdings 

Revlon,  Marvel  Entertainment,  television,  publishing 

Ronald  0  Perelman 

2,748e 

377 

23,5 

38 

34 

Food  4  Less  Supermarkets 

Food  4  Less,  Alpha  Beta,  Viva,  Falley's,  Boys  Markets  &  Bell  Markets 

Ronald  W  Burkle 

2,742 

96a 

-27 

13,5 

39 

56 

•  Whitmire  Distribution 

wholesaling  of  pharmaceuticals  &  nonprescription  drugs 

Mel  Whitmire 

2,666 

53 

1,1 

40 

43 

Milliken&Co 

textiles 

Roger  Milliken 

2,640e 

337 

14,0 

41 

39 

Global  Petroleum 

petroleum  distributing 

Alfred  A  Slifka 

2,622 

90 

1 

42 

41 

Estee  Lauder  Cos 

cosmetics  &  fragrances 

Leonard  Lauder 

2,614e 

261 

12,0 

43 

32 

Dyson-Kissner-Moran 

packaged  goods,  electronic  equip,  electric  relays,  craft  products,  real  estate 

Robert  Dyson 

2,610e 

261 

4.7 

44 

42 

JM  Family  Enterprises 

one  of  2  independent  distributors  of  Toyotas  in  the  US;  auto  dealerships 

Patricia  Moran 

2,600 

2,3 

45 

35 

Interlaken  Capital 

food  processing,  insurance,  sports  concessions,  dairies,  health  care 

William  R  Berkley 

2,500 

325 

11,0 

■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.  a-. 

Actual,    e:  Estimate.    'Richard  DeVos  is  co-chief  executive. 
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We  all  share  the  same  goals  in 
business  and  in  life.  Security. . . 
protection . . .  trust.  What  every 
man,  woman  and  child  seeks  from 
birth.  What  we  at  The  Travelers 
have  been  dedicated  to  providing 
for  129  years. 

Whether  it's  through  the 
personal  care  of  one  of  America's 
largest  healthcare  networks;  or  the 
innovation  of  a  property  casualty 
program  that  has  helped  save 
American  business  over  $300  mil- 
lion; or  through  a  pension  and 
retirement  plan  that  is  safeguard- 
ing the  dreams  of  10  million  work- 
ers, retirees  and  their  families,  we 
make  a  difference  in  people's  lives. 


Even  with  50%  of  the  Fortune  500  as  our  customers, 
we  know  that  business  is  still  personal. 


A  difference  backed  by  over 
$50  billion  in  assets  and  the 
knowledge  that  every  customer 
is  our  most  important  one. 

Thelravelersj 

AMERICA'S  UMBRELLA8 


Whei 

Free  Export  F 

we  meai 


TodcSy   °Peratm§  a  business  anywhere  in  the 

*  world  can  be  difficult.  Free  enterprise  is 
threatened  in  many  ways:  increased  taxation  and 
governmental  intervention,  restrictive  customs  and 
tariffs,  bureaucratic  strictures,  huge  expenses  for  the 
upkeep  of  infrastructure  -  and  the  list  goes  on. 

Businesses  are  continually  searching  for 
solutions  to  these  assaults  on  profit  and  growth. 
One  of  the  most  innovative  and  successful  responses 
has  been  the  establishment  of  the  Free  Export 
Processing  Zone.  Here,  in  a  strictly  pro-business 
environment,  companies  are  given  the  chance  they 
need  to  grow  in  accordance  with  their  own  abilities 
and  talents,  unhampered  by  any  artificial  barriers. 

A  unique  Free  Export  Processing  Zone  is  now 
being  opened  in  Israel  -  a  multi-national  hi-tech 
FEPZ.  Privately  owned  by  Israel  Export 
Development  Company,  the  Zone  will  include  a 
world-class  international  financial  center.  If  you're 
planning  an  offshore  venture  or  new  business 
opportunity,  you  should  explore  the  benefits  of 
Israel's  new  FEPZ.  Here  are  a  few  reasons  why  the 
Free  Export  Processing  Zone  in  Israel  means  every 
word. 


Israel  is  at  the  crossroads  of 
commerce.  Israel's  central 
geographic  location  means 
accessibility  to  Europe,  the  I 
East  and  the  Americas. 

Israel  also  has  a  wealth  o 
skilled  workers  from  every 
corner  of  the  world.  For  yoi 
business  this  means  the 
availability  of  talented 
scientists,  engineers  and 
technicians  whose  wages  an 
two-thirds  that  of  their 
counterparts  in  Europe  and 
North  America. 

Israel  is  the  only  country 
the  world  with  preferential  f 
trade  agreements  with  the  U 
the  EC  and  the  EFTA  counti 
providing  additional  benefit 
for  your  business  in  the  FFP 


re  say 

cessing  Zone 

very  word. 


Ms  FEPZ  gives  your 
ness  the  freedom  to 
/e  and  prosper  in  a 
free,  bureaucracy-free, 
le-free  atmosphere.  All 
is  entering  and  exiting 
Zone  are  customs-  and 
free.  Businesses  in  the 
e  are  exempt  from 
me,  capital-gains  and 
e-added  taxes, 
"here  are  no  quotas  or 
ort  prohibitions, 
rency  can  be  brought  in 
taken  out  freely.  And  the 
Z's  administration  center 
handle  all  licensing  and 
ications  procedures, 
inating  red-tape  and 
:aucracy. 


Israel's  FEPZ  is  the  first  fully 
integrated  hi-tech  and 
international  financial  service 
center.  The  FEPZ  offers  the 
ideal  business  location  for 
firms  involved  in: 

•  Hi-tech 

•  R&D 

•  Telecommunications 

•  Software  Development 

•  International  Finance 
and  Insurance 

•  Pharmaceuticals 

•  Jewelry 

•  High  Fashion 

•  International  Advisory 
Services 


Israel's  FEPZ  is  1.4  million 
square  meters  of  highly 
developed  infrastructure  with 
one  goal  -  to  offer  your 
business  unrestricted  oppor- 
tunity for  profits  and  growth. 
The  state-of-the-art  satellite 
links  provide  low-cost  global 
communications;  your  com- 
pany will  be  able  to  both 
develop  products  and  provide 
service  and  support  to 
customers  around  the  world. 
Also  available  are  the 


Israel's  FEPZ  is  located  in  the 
south  of  the  country,  near 
the  main  city  of  Beer  Sheva. 
It  is  convenient  to  all  of  the 
country's  air,  rail,  sea  and 
highway  hubs.  It  is  just  an 
hour  away  from  Ben-Gurion 
International  Airport.  Goods 
may  also  be  transported  via 
Israel's  three  deep-water 
ports  at  Ashdod  and  Haifa 
on  the  Mediterranean,  and 
Eilat  on  the  Red  Sea. 
Israel's  FEPZ  will  give 


ancillary  services  necessary  for  your  business  the  freedom 
maximizing  time  and  profits:     to  thrive.  Because  when  we 
legal,  media,  accounting,         say  Free  Export  Processing 
translation,  banking,  Zone,  we  mean  every  word, 

conference  facilities,  employee 
recruitment  and  training,  and 
more.  Ail  are  part  of  the 
one-stop  service  provided  by 
the  FEPZ. 


el  Headquarters 


Abravanel  Street 
salem  92425 
el 

phone:  972  2  611-667 
Fax:  972  2  611-668 


US  Information  Office 


One  Penn  Plaza 
Suite  1830 

New  York,  NY  10119 
Telephone:  212  967-0743 
Fax:  212  268-6374 


US  Marketing  Office 


420  Lincoln  Road 
Suite  401 

Miami  Beach,  FL  33139 
Telephone:  305  532-4946 
Fax:  305  672-2359 


Europe  Communications  Office 


12  Wykeham  Road 
London,  England 
NW4  2TD 

Telephone:  35316  769-460 
Fax:  35316  769-480 


Ht  4UU  LHnutbl  rnluHIt  bUIYIfHNICd  IN  lilt  U.D. 
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—Rank— 
this  last 
year  year 


Company 

business 


-Profits- 


Chief  executive  Revenues 

($mil)     est  operating  net 
($mil)  ($mii) 


46 

47 

Toy  Fntprnri^p*; 

newspapers,  broadcasting,  cable  TV,  auto  auctions 

James  C  Kennedy 

$2,496 

$320 

17,1 

47 

46 

Red  Apple  Group 

largest  supermarket  chain  in  New  York  City 

John  Andreas  Catsimatidis 

2,425 

61 

9,3 

48 

40 

•  Thrifty1 

Thrifty  Drug  Stores  &  other  discount  drug  &  sporting  goods  stores 

Dan  Seigel 

2,408 

115 

17,7 

49 

49 

Steelcase 

world's  largest  manufacturer  &  distributor  of  office  furniture  &  systems 

Jerry  K  Myers 

2,400e 

120 

19.0 

50 

52 

Hy-Vee  Food  Stores 

Hy-Vee  Supermarket,  Drug  Town  &  Heartland  Pantry  stores 

Ronald  D  Pearson 

2,393 

60 

16,0 

51 

38 

Carlson  Cos 

TGI  Friday's  restaurants,  Radisson  &  Colony  hotels,  travel  agencies,  hospitality 

Curtis  L  Carlson 

2,285e 

130 

330 

52 

57 

Lexmark  International 

former  IBM  division  that  sells  printers,  typewriters  &  keyboards 

Marvin  L  Mann 

2,200e 

240 

4,0 

53 

51 

Randall's  Food  Markets 

Randall's  Food  Markets,  Tom  Thumb  Food  &  Drug  stores 

Robert  R  Onstead 

2,l50e 

43 

7,8 

54 

55 

Dominick's  Finer  Foods 

Dominick's  food  &  drug  stores,  Omni  Superstores 

James  S  DiMatteo 

2,l00e 

53 

7,5 

55 

85 

Trump  Organization 

casino  operator,  real  estate 

Donald  J  Trump 

2,037e 

367 

15,0 

56 

54 

Peter  Kiewit  Sons' 

building,  construction,  mining,  telecomm,  private  toll  road  in  California 

Walter  Scott  Jr 

2,020 

102a 

$169 

7,6 

57 

59 

Giant  Eagle 

food  wholesaling;  supermarkets  in  Ohio  &  Pennsylvania 

David  S  Shapira 

2,000e 

55 

8,5 

58 

61 

Hearst 

newspapers,  magazines,  broadcasting 

Frank  A  Bennack  Jr 

l,950e 

230 

13,5 

59 

28 

Phar-Mor2 

deep-discount  drugstores 

Antonio  Alvarez 

1,930 

8  ■ 

6,5 

60 

65 

Graybar  Electric 

wholesale  distribution  of  electrical  &  communications  equipment 

Edward  A  McGrath 

1,894 

39a 

10 

4,7 

Zeigler  Coal,  based  in  Illinois,  nearly  tripled 
its  revenues  to  $1.1  billion  by  acquiring 
Shell  Mining  Co.  in  late  1992. 


HHHIH 

61  92      C&S  Wholesale  Grocers  Richard  B  Cohen              1,867  70 

food  wholesaling 

62  158       Huntsman  Chemical  Jon  M  Huntsman              1.850e3  245 

largest  US  privately  held  chemical  company 

63  64      Raley's  Charles  L  Colhngs            1,850  37 

Raley's  Food  &  Drug,  Bel  Air  Markets 

64  78       Fidelity  Investments  Edward  C  Johnson  3d        '  1,824  300 

largest  US  mutual  fund  family;  discount  brokerage,  pension  management 

65  63       Morse  Operations  Edward  J  Morse  1,821 

auto  dealerships 


125 


■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate.    'Formerly  Thrifty  Drug  Stores.    2ln  Chapter  1 1. 

Projected  12/93. 
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©1993  Merrill  Lynch.  Pierce.  Fenner  &  Smith  Inc  Member  SIPC. 


 Merrill  Lynch  

nith  Barney  Shearson  •  PaineWebber  •  Prudential  Securities  •  Dean  Witter 

?.  prospectus  containing  more  complete  information  on  any  Defined  Asset  Fund,  including  all  charges  and  expenses,  is  available.  Read  the  prospectus  carefully  before  investing. 


"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


"A  market  revolution  is  takin 
hold  across  Latin  America." 

Business  We< 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott,  Marshall  McGinley 
&  Doyle 

3435  Wilshire  Blvd.,  Suite  650 
Los  Angeles,  CA  900 1 0- 1 907 
(213)  382-6346 
Fax:  (213)  382-1108 


SAN  FRANSISCO: 

Scott,  Marshall,  McGinley 
&  Doyle 

450  Sansome  St.,  Suite  1420 
San  Franscisco,  CA  941 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision,  Inc. 

310  Madison  Ave. 

Suite  1412 

New  York,  NY  10017 

(212)  953-1308 

Fax:  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 


For  over  43  years,  leading 
international  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America* 


•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 
continuity 


•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

•Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 


L  OR  FAX  VISION'S  NEAREST  REPRESENTATIVE  FOR  A  COMPLETE  MEDIA  KIT 


SELDORF: 

Communications 
Idorfer-Strasse  132 
Diisseldorf-Oberkassel 
any 

57-30-26 
•  7-53-92 


SWITZERLAND: 

Publicitas  AG 
Kirschgartenstrasse  14 
CH-4010  Basel 
Switzerland 
(61)  275-4646 
Fax:  275-4777 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1    Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)  584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A. 
26  Avenue  Victor  Hugo 
751 16  Paris,  France 
(1)  45  00  66  08 
Fax:  45  00  94  81 


—Rank—  Company 
this  last  business 
year  year 


-Profits- 


Chief  executive  Revenues 

($mil)     est  operating  net 
($mil)  ($mil) 


66 

60 

Metromedia 

Ponderosa  steatoses,  telecommunications.  Empire  Hotels 

John  W  Kluge 

$l.804e 

$258 

20,40 

67 

67 

Polo  Ralph  Lauren 

designer  apparel,  home  furnishings  &  accessories 

Ralph  Lauren 

l,800e 

244 

55 

68 

68 

Schwan's  Sales  Enterprises 

delivery  of  frozen  pizzas  &  other  frozen  foods  to  homes  &  institutions 

Alfred  Schwan 

l,780e 

193 

6,50 

69 

71 

JR  Simplot  Co 

processes  potatoes,  cheese  &  other  foods;  fertilizer,  livestock 

Gordon  Smith 

1,700 

225 

9,0C 

70 

66 

Belk  Stores  Services 

department  stores 

John  M  Belk 

l,690e 

88 

19.0C 

71 

69 

Wegmans  Food  Markets 

Wegman's  Food  Markets  stores,  Chase-Pitkin  Home  Repair  centers 

Robert  B  Wegman 

1,690 

59 

6,40 

72 

74 

TLC  Beatrice  International  Holdings 

food  wholesaler  &  retailer  in  France;  makes  ice  cream  &  other  desserts 

Jean  S  Fugett  Jr 

1,665 

47a 

$-17 

4.7C 

73 

122 

Enterprise  Rent-A-Car 

auto  rental 

Andrew  C  Taylor 

1,659 

554 

IO.0C 

74 

73 

Frank  Consolidated  Enterprises 

3iitd  Hoa  lorch  i  nc  float  cqIoc  rnrnnrato  fraud  manaoompnt 
dulU  Ucdlcli(lip5,  llccl  oalco,  lUipUldlc  Havel  HldlldgclllcNi 

James  S  Frank 

1,658 

2,02 

75 

53 

•  Collins  &  Aikman  Group 

dUlUIIIUllVc  a  NOIIIc  IcXlllcS,  Wall  CUVcNIIgS  a  HUSIcIy 

David  Stockman1 

1,644 

89a 

-264 

16,00 

76 

■ 

Stater  Bros  Markets 

109  Stater  Bros  supermarkets  in  California 

Jack  H  Brown 

l,603e 

24 

10,00 

77 

95 

Parsons  Corp 

employee-owned  intl  engineering  &  construction  company 

Leonard  J  Pieroni 

1,556 

59 

10,00 

78 

81 

•  Del  Monte  Foods 

A  Ewan  Macdonald 

1,555 

75a 

-160 

14.00 

79 

■ 

US  Foodservice 

food  distributing 

Frank  H  Bevevino 

l,550e 

55  ■ 

3,72 

80 

114 

Gulf  States  Toyota 

nnp  nf  9  mHononHont  rtictnhirtorc  nf  Tnuntac:  in  fho  HQ 
Ul IC  Ul  L  IIIUCUCllUclll  Ul  oil  IUUIJI  o  Ui  lUyUldo  III  UlC  00 

Jerry  Pyle 

l,534e 

1,50 

81 

102 

Science  Applications  International 

technology  research  &  development  &  systems  integration 

JR  Beyster 

1,504 

63a 

38 

15,35 

82 

234 

Hendrick  Automotive  Group2 

auto  dealerships  in  11  states 

JR  Hendrick  III 

1,500 

3,00 

83 

91 

Kohler 

plumbing  products,  engines,  generators 

Herbert  V  Kohler  Jr 

1,472 

55 

14,25 

84 

70 

Hillman 

hospital  supplies,  real  estate 

CG  Grefenstette 

l,470e 

223 

1,90 

85 

90 

H  Group  Holding 

Hyatt  Hotels,  Ticketmaster.  tobacco,  airtransport 

Jay  Pritzker 

1.460e 

172 

52,27 

86 

104 

Jordan  Motors  . 

auto  dealerships  &  fleet  sales 

Jordan  Kapson 

1,417 

10 

87 

80 

•  Best  Products3 

Service  Merchandise  &  other  showroom  &  jewelry  stores 

Stewart  Kasen 

1.408 

52 

5,00 

88 

109 

Grocers  Supply  Co 

food  distributing 

Milton  Levit4 

l,400e 

43 

1,27 

89 

98 

Mid-Atlantic  Cars 

auto  dealerships 

William  F  Srhuiiinp 

MINIUM     l_  .J  t  I  I  LI  I  I  I  I  I  g 

'  1.400 

3,30 

90 

■ 

Sinclair  Oil 

oil  rbfineri"s,  ski  resorts,  hotels,  gas  stations 

Ken  Knight 

l,385e 

3,00 

■  Not  on  last  year's  list.   «  Went  private  via  leveraged  buyout  since  1988. 

a:  Actual,    e:  Estimate. 

Bruce  Wasserstein  is  cochairman. 

2Formerly  Hendr 

Management.   3ln  Chapter  1 1 .   'Max  Levit  is  co-chief  executive. 

182 


Forbes  ■  December  6,  l( 


Our  A340.  The  future  of  flying,  today. 


Fly  our  A340  to  Europe  from  New  York 
and  Atlanta,  Additional  service  from 
Boston,  Washington,  D.C.,  Dallas  and 
Houston  starting  soon. 


Welcome  to  the  next  level  of  luxury.  Lufthansa's 
four-engine  Airbus  A340.  We're  the  first  airline  in 
the  world  to  offer  it  to  you.  And  that's  not  surprising. 
After  all,  Lufthansa  has  one  of  the  newest  fleets 
in  the  air.  Inspired  by  your  needs,  our  A340 
engineers  made  hundreds  of  refinements  to  the 
aircraft's  original  design.  So  you  can  enjoy  the 
features  you  requested  most.  Like  a  roomy  cabin, 
with  seats  designed  for  maximum  comfort. 
Each  no  more  than  one  seat  away  from  an  aisle. 
In  every  class.  Add  to  this  our  renowned 
international  service,  and  you've  got  a  travel 
experience  that  goes  beyond  your  expectations. 


A  passion  for  perfection.® 


Lufthansa 


For  reservations  or  information  call  1-800-645-3880  or  see 
your  Travel  Agent.  Lufthansa  is  a  participant  in  the  mileage 
programs  of  United,  Delta  and  USAir. 


— RariK—  Company 
this  last  business 
year  year 

91  ■     Prospect  Motors 

one  of  the  largest  fleet  dealers  of  General  Motors  vehicles  in  the  US 

92  87  Gates 

automotive  belts  &  hoses  and  other  rubber  &  formed  fiber  products 

93  208  Golodetz 

trading,  real  estate,  agribusiness,  venture  capital,  leasing 

94  ■     Renco  Group 

steel,  furniture,  cages,  Hummer  all-terrain  vehicles 

95  84  Transammonia 
fertilizer  trading,  liquefied  petroleum  gas,  petrochemicals 


Chief  executive         Revenues   Profits  

($mil)  est  operating  net 
($mil)  ($mil) 

William  Halvorson  $1,357 

Charles  C  Gates              1,350  $149 

Gavin  J  Parfit                l,350e  26 

Ira  Rennert                  l,350e  309 

Ronald  P  Stanton              l,350e  47 


Quad/Graphics,  with  $582  million  in  revenues,  prints 
catalogs  and  dozens  of  magazine  titles,  including 
Newsweek,  Sports  Illustrated  and  Playboy. 


96  93  Southwire 

metal  rods,  cables  &  wires 

97  77  Jordan 

holding  company:  Fannie  May  Candy,  American  Safety  Razor  &  other  firms 

98  89  •  Walter  Industries1 

home  building  &  financing,  natural  resources,  building  materials 

99  144     21  International  Holdings 

largest  polyurethane  foam  maker  in  North  America;  auto  dealerships,  "21  Club" 
100     106  Avis 

auto  rental 


101  105     Perdue  Farms 

poultry  processing 

102  103     Services  Group  of  America 

food  distributing,  insurance,  real  estate 

103  107     DeMoulas  Super  Markets 

DeMoulas  &  Market  Basket  supermarkets 

104  95     Sammons  Enterprises 

cable  broadcasting,  insurance,  industrial  equipment 

105  108     Eby-Brown  Cos 

distributes  candy,  tobacco,  food  &  merchandise 

106  128     Schreiber  Foods 

processes  &  packages  cheese 

107  117  McKinsey&Co 

consulting 

108  83     Dunavant  Enterprises 

world's  largest  cotton  trader 

109  142  BeefAmerica 

meatpacking 

110  134     Guardian  Industries 

flat  glass,  fiberglass  insulation,  plastics 


Roy  Richards  Jr 
John  W  Jordan  II 
G  Robert  Durham 
Marshall  S  Cogan 
Joseph  V  Vittoria 

Jim  Perdue 
Thomas  J  Stewart 
Telemachus  A  Demoulas 
Robert  W  Korba 
Richard  W  Wake2 

Jack  Meng 
Frederick  W  Gluck 
William  B  Dunavant  Jr 
Robert  R  Norton 
William  Davidson 


1,340 

l,321e 

1,318 

l,301e 

1,300 

1,300 

l,275e 

l,260e 

1,255 

1.250e 

l,250e 

1,230 

l,225e 

1,200 

1.200e 


13 
211 

126 
286 

123 

32 
112 
45 

63 
185 
43 
29 
66 


Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate.    1ln  Chapter  11.    2Thomas  G  Wake  is  copresident. 
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What  Kinds  Of  People  Wear  Our  Clothes? 


Hale  Inuin 
Three -Time  U.S.  Open  Champion 


LeeJanzen 
1993  US.  Open  Champion 


CrossCreek* 

Pro  Collection 

©I  993  Cross  Creek  Apparel,  Inc.  A  Subsidiary  Of  Russell  C  orporation 


— Ra 

this 

year 

111 
112 
113 
114 
115 

116 
117 
118 
119 
120 

121 
122 
123 
124 
125 


nk — 
last 
year 


Company 

business 


Chief  executive 

94     Heimsley  Enterprises  Harry  B  Helmsley 

real  estate  brokerage,  Helmsley  &  Harley  hotels 
111     Sc  hottenstein  Stores  Jay  L  Schottenstein 

largest  US  olf-price  &  liquidation  department  stores 
75     McCrory1  "  Mesbulam  Riklis 

variety  &  discount  stores 

97     Lincoln  Property  A  Mack  Pogue 

real  estate  development  &  management 
82  •  Lear  Seating  Kenneth  L  Way 

automobile  seating  systems  &  components 

139     Golden  State  Foods  James  E  Williams 

processes  &  distributes  food  &  supplies  to  McDonald's  outlets 
120  •  Fort  Howard  Donald  H  DeMeuse 

sanitary  tissue  paper  products 
129  •  Budget  Rent  a  Car  William  N  Plamondon 

auto  rental 

113     Delaware  North  Cos  Jeremy  M  Jacobs 

greyhound  tracks,  park  &  stadium  concessions,  owns  Boston  Garden;  aluminum 
116     Gilbane  Building  Paul  J  ChoquetteJr 

commercial,  industrial  &  institutional  construction 

110     Save  Mart  Supermarkets  Robert  Piccinini 

Save  Mart  supermarkets  in  northern  &  central  California 
115     Golub  Lewis  Golub 

Price  Chopper,  Mini  Chopper  supermarkets 
124     Schnuck  Markets  Craig  D  Schnuck 

63  Schnucks  supermarkets  in  the  Midwest 
138     Continental  Cablevision  Amos  B  HostetterJr 

cable  television 

99     Oxbow  William  Koch 

composite  pipes,  fossil  fuels,  geothermal  energy,  real  estate 


-Profits- 


Revenues 
($mii)     est  operating  net 
($mil)  ($mil) 


$l,200e 
l,194e 
1,172 
1,170 
1,161 

1,160 

1,151 

1,150 

l,148e 

1,143 

1,131 

1,120 

l,115e 

1,114 

l,112e 


$240 
84 
29a 
176 
79a 

52 
327a 
253 
149 

17 

28 
28 


118 


$-72 


-69 


-103 


Collins  &  Aikman  closed  down  its  home  improvement 
centers  and  is  now  focused  on  automotive  textiles, 
home  furnishing  textiles,  wall  coverings  and  hosiery. 


126  266     Gateway  20  002  TedWaitt  1,107  103a 

one  of  the  largest  direct  market  PC  suppliers  in  the  US 

127  132     Caterair  International  Daniel  J  Altobello  1,104  102a 

world's  largest  airline  catering  company 

128  125     Crowley  Maritime  Thomas  B  Crowley  1,100  200 

marine  transport  services,  passenger  lines,  barge  &  containerized  services 

129  169     JMHuber  George  Scbenk  1,100  182 

chemicals,  natural  resources,  oil  &  gas  exploration,  electronics 

130  393     Zeigler  Coal  Holding  Michael  K  ReiMy  1,100 

coal  mining 


21.8 
5.0 
6,0 
4,1 


Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate.    In  Chapter  1 1.    2Plans  to  go  public. 
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airy    farmer    Louise  Ihlenfeldt 

— |— im—  r"^fca,*^fc     1,1  — i   im^_  j»r*""*niir-^ . ^mmm —   m  M|  ,r- — — — — — ^—  i   

a  1  u  e  s  NUCLEAR  ENERGY 


s  a  way  to  keep  the  air 


lean. 


(And    the    milk  fresh.) 


\  nuclear  power  plant  a 
Ifc  up  the  road  has  been 
Iterating  electricity  for  19 
Mrs.  The  Ihlenfeldt  family 
B  been  working  their 
Mconsin  farm  for  125. 

Nowadays,  modern 
Ktrical  equipment  keeps 
I  cows  milked  and  the 


milk  cold.  And  the  nuclear 
plant  keeps  creating  elec- 
tricity without  creating  air 
pollution.  "We've  never  had 
a  problem  with  the  plant,'' 
Louise  says.  "It's  a  clean, 
safe  power  source." 

There  are  over  100 
nuclear  plants  in  I  he  U.S. 


Because  they  don't  burn 
anything  to  make  electricity, 
they  help  protect  our  envi- 
ronment and  preserve  our 
natural  resources  for  future 
generations.  All  while  pro- 
viding enough  electricity  for 
65  million  homes.  No  single 
source  is  the  whole  answer 


to  America's  energy  needs. 
But,  as  Louise  Ihlenfeldt 
will  tell  you,  nuclear  energy 
is  part  of  the  answer. 

For  a  free  lxx>klet,  write 
to  the  U.S.  Council  for  Fnergy 
Awareness,  HO.  Box  66080, 
Dept.  L,  Washington,  D.C. 

20035.   ©1993  USCEA 


N  I  !  C.  L  E  A  K     E  N  E  R  G  Y     MEANS     CLEANER  AIR 


t  A       nllh  <1  I  Willi  nil 


JUL 


Rank- 


Chief  executive 


Revenues 


-Profits- 


thic 

last 

UUtiHtlvvw 

($mil) 

est  operating 

net 

vear 

year 

($mil) 

($mil) 

131 

100 

VT 

Cecil  Van  Tuyl' 

$1,088 

2,5 

auto  &  boat  dealerships 

132 

127 

Hughes  Family  Markets 

Roger  K  Hughes 

1,087 

$22 

5,1 

Hughes  Markets  in  California;  Santee  Dairies 

133 

130 

•  Kash  n'  Karry  Food  Stores 

Ronald  J  Floto 

1,086 

31a 

-$12 

4,7 

supermarkets  in  Florida,  liquor  stores 

134 

123 

Cumberland  Farms 

Lily  H  Bentas 

l,085e 

24 

le 

3,8 

convenience  stores,  gas  stations,  VSH  Realty 

135 

190 

Young  &  Rubicam 

Alexander  Kroll 

1,072 

86 

11,0 

advertising  agency 

136 

141 

Alex  Lee 

Boyd  L  George 

1,071 

39 

3,0 

food  distributing  &  wholesaling 

137 

137 

Jitney  jungle  Stores  of  America 

WH  Holman  Jr 

1,071 

27a 

17 

5,5 

Jitney  Jungle,  Budget  Saver  Foods,  Sack  and  Save  &  Megamarket  supermarkets 

138 

150 

Schneider  National 

Donald  J  Schneider 

1,066 

173 

12,0 

trucking 

139 

79 

Holiday  Cos 

Ronald  A  Enckson 

l,062e 

29 

3,8 

Holiday  Station  Stores,  food  wholesaling 

140 

101 

Scoular 

Marshall  E  Faith 

1,053 

37 

2 

grain  trading  &  storage 

141 

133 

Connell  Co 

Graver  Connell 

l,050e 

63 

2 

leaser  of  heavy  equipment;  rice  &  sugar  trading 

142 

135 

Sweet  Life  Foods 

Julian  Leavitt 

l,050e 

31 

3,0 

food  wholesaling 

143 

136 

Lennox  International 

John  W  Norris  Jr 

1,047 

79 

8,0 

climate-control  equipment 

144 

155 

•  GAF 

Samuel  J  Heyman 

1,043 

142a 

-147 

4,3 

chemicals,  building  materials 

145 

146 

Amerco 

Edward  J  Shoen 

1,041 

237a 

34 

10,9 

U-Haul  vehicle  rental,  insurance 

146 

157 

Holman  Enterprises 

Joseph  S  Holman 

1,028 

2,3 

auto  dealerships 

147 

140 

JP  Foodservice 

James  Miller 

1,026 

51 

2,3 

food  distributing 

148 

149 

CH  Robinson 

Sid  Verdoorn 

1,024 

82 

1,1 

contractor  of  transportation  services;  financial  services 

149 

152 

Epic  Healthcare  Group 

Kenn  S  George 

1,019 

143a 

-6 

15,5 

acute  care  hospitals 

150 

118 

Stroh  Brewery 

Peter  W  Stroh 

1,010 

121 

3,2 

beer,  Chaos  iced  tea 

151 

148 

Clark  Enterprises 

A  James  Clark 

1,009 

15 

5,0 

construction 

152 

143 

E&J  Gallo  Winery 

Ernest  Gallo 

l,000e 

110 

4,0 

largest  winery  in  the  world 

153 

154 

Johnson  &  Higgins 

David  A  Olsen 

970e 

45 

8,7 

insurance  brokerage,  risk  management  consulting 

154 

156 

Roll  International2 

Stewart  Resnick 

•  962e 

89 

7,5 

owns  largest  US  grower  of  almonds  &  olives;  TeleFlora,  Franklin  Mint 

155 

168 

•  Astrum  International3 

Steven  Green 

958 

99a 

-27 

10,0 

Samsonite  &  American  Tourister  Luggage,  Culligan  water  treatment,  apparel 

■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual 

e:  Estimate. 

Larry  Van  Tuyl  is  co-chief  executive 

2Formerly  Amen 

Protection  Industries.    'Formerly  E-ll  Holdings. 
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■airllix  County  has  more 
college  graduates  than: 


a.  Atlanta 

b.  Boston 
e.  San  Francisco 
d  Denver 

e.  Minneapolis 

f.  Seattle 

^         g.  All  of  the  above 


I  If  you  answered  "g,"  you're 
hetty  astute  yourself. 
'  You're  also  keenly  aware  that 
!  succeed  in  the  21st  century, 
i»u're  going  to  need  the  most 
telligent  employees  you 
In  find.  Nowhere  in  America 
[ill  you  find  more  of  them  than 
Fairfax  County,  Virginia. 
Of  our  800,000  residents, 
ore  than  20,000  are  doctoral 


scientists  and  engineers.  Fifty-five 
percent  of  the  adults  hold 
college  degrees.  Ninety-five 
percent  are  high  school  graduates. 
Further,  eighty  percent 
continue  to  upgrade  their  skills 
with  technical,  occupational  or 
post-graduate  study. 

Now  doesn't  a  location  this 
smart  deserve  an  examination? 

Right  you  are  again. 


For  more  information,  just  clip 

the  coupon  or  call. 

i  1 

Please  send  me  more  information  on  locating  my 
business  in  Fairfax  County. 

Name  

Title   


Company . 
Address  


City_ 
Zip_ 


State 


Phone 


Fairfax  County  Economic  Development  Authority 
XlfMI  lioone  HouleranL  Suite  4)0,  I  icnnu.  I  irfomii  221  V_> 
Telephone  703-790-0600,  Far  70}  X9)-1269  fbs 
I  I 


kirfax  County,  Virginia.  The  21st  Century  Is  Here. 


—Rank—     Company  Chief  executive         Revenues   Profits   Employe 

this    iast        business  ($mil)     est  operating  net 

vear    vear  ($mil)  ($mil) 


156 

159 

Andersen  Corp 

windows,  patio  doors 

JeroldWWulf 

$950e 

$37 

3.50( 

157 

119 

•  Purity  Supermarkets 

58  Purity  supermarkets  in  New  England,  Li'l  Peach  convenience  stores 

Peter  J  Sodini 

945 

27a 

-$41 

2.29( 

158 

165 

Rich  Products 

Coffee  Rich,  Rich's  Whip  Topping  &  other  frozen  foods,  broadcasting,  Pro  sports 

Robert  E  Rich  Jr 

940 

142 

7,00( 

159 

160 

•  Furr's  Supermarkets 

Fun  s  Supermarkets,  Bag  N  Save,  Sack  N  Save,  Solo  Fresh  Mart  stores 

Jan  Friederich 

936e 

23 

6,00( 

160 

145 

Restaurant  Enterprises  Group 

Bob's  Big  Boy,  Allie's,  El  Torito,  Charley  Brown's  &  other  restaurants 

Norman  N  Habermann 

930 

-9a 

-214 

21,36! 

161 

238 

Packard  Bell  Electronics 

sells  personal  computers  through  department  &  discount  stores 

Beny  Alagem 

925 

16 

2,00( 

162 

172 

Lykes  Bros 

citrus  processing,  meatpacking,  insurance 

Thompson  L  Rankin 

915e 

72 

3.20( 

163 

232 

Little  Caesar  Enterprises 

pizza  restaurants 

Michael  Hitch 

912e 

59 

6,00 

164 

186 

DynCorp 

aircraft  services,  technical  services  &  consulting,  biomedical  info  services 

Dan  R  Bannister 

911 

8a 

-21 

19,80 

165 

175 

Hartz  Group 

rcaision  rurina  per  tooqs,  village  voice,  puDiisning,  reai  estate 

Leonard  N  Stern 

911e 

121 

4,00 

166 

180 

Gordon  Food  Service 

distributes  food  to  institutions 

Paul  B  Gordon 

910 

36 

2,101 

167 

167 

•  Essex  Group 

wire,  cable  &  electrical  insulation 

Stanley  C  Craft 

909 

47a 

2 

3,54 

168 

161 

MBM  Corp 

food  distributing 

Jerry  L  Wordsworth 

900 

40 

93 

169 

174 

84  Lumber 

discount  retailer  of  building  materials 

Joseph  A  Hardy  Sr 

898 

32a 

33 

3,20 

170 

173 

Young's  Market 

wine  &  spirits  wholesaling 

Vernon  0  Underwood 

895e 

107 

1,50 

171 

206 

ClubCorp 

manager  of  country,  city  &  sport  clubs 

Robert  H  Dedman  Sr 

884 

115 

12,00 

172 

176 

International  Data  Group 

computer  publications  &  market  research,  computer  trade  shows 

Patrick  J  McGovern 

880 

176 

5,00 

173 

178 

•  Baker  &  Taylor 

leading  book  distributor  in  the  US 

Gerald  G  Garbacz 

872 

26 

2,50 

174 

212 

Alamo  Rent  A  Car 

auto  rental 

Michael  S  Egan 

870 

191 

6,50 

175 

181 

Amsted  Industries 

railroad  &  industrial  equipment,  building  materials 

Gordon  Lohman 

868 

83a 

19 

7.90 

176 

164 

Service  America 

vending,  dining,  catering  &  recreational  food  services 

John  T  Dee 

867 

24 

181 

17,79 

177 

179 

•  Uniroyal  Chemical 

manufactures  &  markets  specialty  chemicals 

Robert  J  Mazaika 

865e 

103 

-33e 

2.70 

178 

192 

United  Van  Lines 

moving  services 

Maurice  Greenblatt 

865 

25 

95 

179 

182 

Simpson  Investment 

paper  &  forest  products 

William  G  Reed  Jr 

860e 

70 

7.00 

180 

203 

Battelle  Memorial  Institute 

techuolugv  development  &  commercialization 

Douglas  E  Olesen 

859 

9a 

10 

8,55 

■  Not  on  last  year's  list.    *  Went  private  via  leveraged  buyout  since  1988.    a:  Actua 

e:  Estimate.  'Includes 

gains  from  restructuring. 
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1993  J  P  Morgan  &  Co  Incorporated 


If  you're  like 
most  entrepreneurs, 
it  hasn't  been  easy 
making  it. 

All  the  more  reason 
not  to  lose  it. 


You  throw  a  punch.  Take  a  punch.  Building  a  business  can  be  brutal.  Unfortunately,  so  can 
holding  onto  the  money  you've  made  from  it.  Which  is  why  we  suggest  talking  with  a 
Morgan  advisor.  About  our  unique  mix  of  global  investment  and  tax  and  trust  services. 
And  the  ways  a  Morgan  team  can  combine  them  to  your  advantage.  Creative  ways  of 
helping  to  grow  your  assets.  And  at  the  same  time,  protect  them.  You've  already  gone  ten 
rounds.  There's  no  need  to  go  another.  If  you  have  assets  of  $5  million  or  more,  call 
Richard  B.  Jones  at  (213)  489-9339  or  call  George  W.  Rowe  T  n  f\w» 
at  (415)  954-3200,  J.R  Morgan  California.  Private  Banking  J  "  iVlOI 

New  York,  Wilmington,  Del..  Palm  Beach,  Los  Angeles,  San  Francisco,  Brussels,  Frankfurt,  London,  Madrid,  Milan.  Nassau,  Paris.  Geneva.  Zurich.  Hong  Kong,  Singapore,  Tokyo 


-  Rank—  Company 
this  last  business 
year  year 

181  177     Woodward  &  Lothrop/John  Wanamaker 

Woodward  &  Lothrop  and  John  Wanamaker  department  stores 

182  86     General  Medical1 

supplies  surgical  equipment  to  nursing  homes 

183  204     JPS  Textile  Group 

carpet,  elastics,  apparel,  industrial  fabrics 

184  253     GF  Industries 

Sunshine  Biscuit,  Granny  Goose  &  other  snack  foods 

185  193     Potamkin  Manhattan 

auto  dealerships  in  New  York,  Florida,  Georgia  &  Pennsylvania 


Lechmere,  a  rapidly  growing  Massachusetts-based 
chain  of  discount  stores  specializing  in 
electronics,  appliances  and  sporting  goods, 
had  sales  of  $769  million  last  year. 


186 

■ 

World  Color  Press 

prints  consumer  magazines  &  catalogs 

Robert  G  Burton 

838 

97a 

-3  6,2 

187 

207 

Duchossois  Industries 

Richard  L  Duchossois  837e 

105 

6,5( 

railroad  equipment,  Arlington  Racetrack,  garage  door  openers 

188 

194 

Homeland  Stores 

owns  former  Safeway  Supermarkets  in  Oklahoma;  other  supermarkets 

Max  E  Raydon 

831 

22a 

-4  3J 

189 

242 

QuikTrip 

gasoline  &  convenience  stores  in  6  southern  &  midwestern  states 

Chester  Cadieux 

827 

21 

2,2( 

190 

195 

Humiston-Keeling 

drug  wholesaler  in  the  Midwest 

Larry  G  Olin 

821 

19 

IS 

191 

185 

Moorman  Manufacturing 

livestock  feed  &  equipment,  soybean  processing 

IM  McKenna 

820 

73 

3,0( 

192 

151 

PMC 

manufactures  plastics  &  specialty  chemicals 

Philip  Kamins 

819 

118 

3,7C 

193 

219 

AmeriServ  Food 

distributes  food  &  related  products  to  casual-style  restaurants 

William  R  Burgess 

806 

16 

1,2C 

194 

375 

National  Distributing 

distributes  alcoholic  &  nonalcoholic  beverages;  laundry  service 

Michael  C  Carlos 

805e 

64 

2,3C 

195 

■ 

Island  Lincoln-Mercury  Group 

auto  dealerships  &  fleet  sales 

R  Bruce  Deardoff 

805 

1C 

196 

209 

WL  Gore  &  Associates 

manufactures  Gore-Tex,  electronics,  industrial  &  medical  products 

Robert  W  Gore 

804 

120 

5,84 

197 

196 

Wilbur-Ellis 

distributes  farm  supplies  &  chemicals 

Brayton  Wilbur 

804 

56 

1,62 

198 

183 

Bath  Iron  Works 

shipbuilding 

Duane  D  Fitzgerald 

800e 

96 

9.00 

199 

231 

Irvine  Co 

real  estate  development  in  California,  hotels,  marinas 

Donald  Bren 

'  800 

40 

20 

200 

188 

SnyderGeneral 

air-quality  control  products,  including  American  Air  Filter,  Jenn  Fan  &  McQuay 

Richard  W  Snyder 

800 

60 

7,00 

■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual 

e:  Estimate. 

'Formerly  Rabco  Health  Services. 

2Alan  Potamkin  is  < 

chief  executive. 

Chief  executive         Revenues   Profits   Emplo; 

($mil)  est  operating  net 

($mil)  ($mil) 

Arnold  H  Aronson              $855  $60  9,51 

Steven  B  Nielsen               854e  26  2,01 

Steven  Friedman               852  57a  $-11  8,01 

Wilfred  Uytengsu               850e  105  5,01 

Robert  Potamkin2              850  2,01 
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'ARKER  DUOFOLD.  THE  FINEST  CRAFTED  WRITING  INSTRUMENTS  IN  THE  WORLD. 


JlXt  PARKER  DUOFOLD 


MARSHALL  FIELD'S  •  BLOOMINGDALE'S  •  SAKS  FIFTH  AVENUE  •  WOODWARD  &  LOTHROP 

The  New  Duofold  Pearl  and  Black  Roller  Ball,  $185  •  LI  F  ETI M  E  G  UAR  ANT  E  E  D  •  For  more  informarion  call  us  at  1-800-BEST  PEN. 


-Rank— 

Company 

Chief  executive 

Revenues 

 Profits- 

Employi 

this 

last 

business 

($mil) 

est  operating 

net 

year 

year 

($mil) 

($mil) 

201 

224 

Tang  Industries 
metal  fabricating  &  distributing,  pharmaceuticals,  office  furniture 

Cyrus  Tang 

$800 

$88 

3.50 

202 

215 

Connell  Limited  Partnership 

metal  manufacturing  &  engineering,  industrial  equipment 

William  F  Connell 

793 

83 

3,19 

203 

198 

Coca-Cola  Bottling  Co  of  Chicago 

soft  drinks 

Marvin  J  Herb 

793e 

95 

2,40 

204 

187 

MA  Mortenson 

general  contracting,  construction  management 

Thomas  McCune 

792 

11 

1,70 

205 

286 

Ziff  Communications 

publishes  computer  periodicals;  trade  shows 

Eric  Hippeau 

792e 

158 

4,10 

206 

166 

•  Gulfstream  Aerospace 

corporate  jet  aircraft 

William  C  Lowe 

790e 

30 

3,80 

207 

226 

Tennessee  Restaurant 

Friendly's  &  Perkins  Family  Restaurants 

Donald  N  Smith 

790 

112 

10,00 

208 

214 

Gillett  Holdings 

ski  resorts;  meatpacking 

George  N  Gillett  Jr 

789 

35a 

$1411 

2,251 

209 

170 

•  Earle  M  Jorgensen 

distributor  of  metal  products 

Neven  Hulsey 

782 

15a 

-21 

2,47 

210 

261 

Flying  J 

auto  &  travel  plaza  stops,  oil  refining 

J  Phillip  Adams 

780 

18a 

7 

4,501 

211 

131 

Domino's  Pizza 

pizza  delivery  &  carryout 

Thomas  S  Monaghan 

779e 

51 

3,50( 

212 

191 

K-lll  Communications 

publishes  Weekly  Reader,  Daily  Racing  Form,  Seventeen  &  other  magazines 

William  F  Reilly 

778 

125a 

-145 

3,44. 

213 

■ 

Santa  Monica  Ford 

auto  dealerships  &  fleet  sales 

Robert  Karlin2 

778 

IK 

214 

205 

Quality  King  Distributors 

distributes  health  &  beauty  aids,  pharmaceuticals 

Bernard  Nussdorf 

775 

26 

65( 

215 

162 

Trammell  Crow  Residential 

residential  development  &  management,  construction 

J  Ronald  Terwilliger 

774 

116 

3,30( 

The  big  names  in  windows  are  private:  Pella, 

not  quite  large  enough  for  our  list,  and  Andersen  Corp., 

ranked  156,  with  revenues  of  $950  million. 


216  197     HBZachry  H  Barteil  Zachry  Jr  769  15 

general  contracting 

217  243  •Lechmere  J  Kent  Flummerfelt  769  77 

department  stores 

218  317     BartlettandCo  Paul  D  Bartlett  Jr  758  67 

grain,  flour,  cattle  feeding 

219  217     Minyard  Food  Stores  Liz  Minyard3  750  15 

Minyard,  Sack  'n  Save  &  Carnival  Food  Stores 

220  245     Andersons  Richard  P  Anderson  747  5a  8  886 

grain  merchandising,  distributes  fertilizers,  seeds  &  farm  products:  general  stores 

■  Not  on  last  year's  list.  •  Went  private  via  leveraged  buyoutsince  1988.  a:Actual.  e:  Estimate.  1lncludesgainsfromrestructuring.  2L  Wayne  Harding  isc 
chief  executive.    3Gretchen  Minyard  Williams  is  co-chairperson. 
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Commander 


AIRCRAFT  COMPANY 
announces 

The  Commander  Corporate  Aircraft  Program 

Are  you  tired  of  the  overburdened  hub  and  spoke  commercial  airline  system? 
Would  you  rather  fly  in  your  own  luxurious  aircraft,  at  your  convenience,  for  less? 

or  less  than  $20,000  after  tax  per  year,  your  company  can  own,  operate,  maintain  and  fly  its 

own  Commander  114B  corporate  aircraft  — 
the  finest  four  place  high  performance  single  engine  aircraft  in  the  world. 


Commander  Aircraft  Company,  together  with  our  growing  worldwide  network  of 
mthorized  Sales  and  Service  Representatives,  provides  a  complete  program  of  assistance  and 
support  for  your  corporate  aircraft:  financing,  insurance,  service  and  support,  hangar,  flight 
i^truction,  and  arranging  to  have  a  personal  pilot  on  call  as  required  to  meet  your 
lunsportation  needs. 


FOR  MORE  INFORMATION  ON  THE  COMMANDER  AIRCRAFT  COMPANY  CORPORATE  AIRCRAFT  PROGRAM  CONTACT: 
COMMANDER  AIRCRAFT  COMPANY,  MARKETING  DEPARTMENT,  7200  NORTHWEST  63RD  STREET,  BETHANY,  OKLAHOMA  73008 

TELEPHONE:  (405)  495-8080  FACSIMILE  (405)  495-8383 

The  Commander  114B  IFR-equipped  base  price:  $285,000 

*Based  on  approximately  25,000  miles  of  annual  travel  and  estimated  cost  of  financing,  maintenance,  operation,  insurance  and  taxes. 

©1993  Commander  Aircraft 


THE  400  LARGEST  PHIUATE  UUMPAMES  IN  I  HE  U.S. 


—Rank—     Company  Chief  executive 

this    last  business 
year  year 

221  264     LLBean  Leon  A  Gorman 

mail  order  &  some  retail  stores  selling  outdoor  sporting  goods 

222  349     Jupiter  Industries  Edward  Ross 

largest  aboveground  coal  equipment  maker,  transportation  services,  real  estate 

223  229     Drummond  Garry  N  Drummond 

metallurgical  coal 

224  223      King  Kullen  Grocery  John  B  Cullen 

48  supermarkets  in  the  New  York  metropolitan  area 

225  306     International  Controls  David  R  Markin 

manufactures  truck  trailers,  stamps  auto  parts;  insurance;  operates  taxis 

226  263     UIS  Harry  Lebensfeld 

original  &  replacement  automotive  parts,  confectionery  products 

227  277     Wawa  Richard  0  Wood  Jr 

convenience  stores  in  5  mid-Atlantic  states 

228  211      Racetrac  Petroleum  Carl  Bold)  Jr 

Racetrac  &  Raceway  convenience  stores  &  gasoline  stations 

229  253     Day&Zimmermann  Harold  L  Yoh  Jr 

engineering,  consulting,  business  services,  software 

230  202      Dillingham  Construction  Donald  K  Stager 

commercial,  industrial  &  maritime  construction,  design  &  management 

231  221      Huber  Hunt  &  Nichols  Robert  C  Hunt 

building  new  baseball  stadium  in  Cleveland  &  other  contracting  projects 

232  228  •  Catalyst  Energy  Ronald  Candwell 

producer  of  alternative  electric  &  steam  energy 

233  246     Elder-Beerman  Stores  Miiton  E  Hartley 

El-Bee  shoe  stores,  Margo's  &  Elder-Beerman  stores 

234  304     McCarthy  Michael  M  McCarthy 

oldest  construction  company  in  the  US,  largest  in  St  Louis 

235  126   •DiGiorgio  Arthur  M  Goldberg 

owns  White  Rose,  a  large  food  distributor  in  New  York 

236  233     GSC  Enterprises  Michael  KMcKenzie 

food  wholesaling 

237  239     Big  V  Supermarkets  David  G  Bronstein 

Shop  Rite  &  Price  Rite  Club  supermarkets 

238  324     Booz,  Allen  &  Hamilton  William  Stasior 

management  &  technology  consulting 

239  248     Brookshire  Grocery  Bruce  G  Brookshire 

Brcokshire  &  Super !  supermarkets 

240  220     Barton  Maiow  Ben  Maibach  III 

construction 

241  299     RBPamplin  Robert  B  Pamplin  Jr 

textiles,  concrete,  asphalt 

242  257   •  Farm  Fresh  Michael  E  Julian  Jr 

Faim  Fresh  &  other  grocery  stores  in  Virginia 

243  241      General  Chemical  Group1  Michael  D  Dingman 

chemical  &  industrial  products 

244  227      Parsons  &  Whittemore  George  F  Landegger 

pulp  &  paper  industrial  machinery 

245  367     North  Pacific  Lumber  TJ  Tomjack 

trades  &  wholesales  forest,  agricultural  &  steel  products 


-Profits- 


Revenues 
($mil)     est  operating 
($mil) 


net 

($mil) 


$743e 
730e 
726 
720e 
717 

716 
715 
715 
714 
713 

712 

705e 

705 

705 

703 

703 
700 
700e 
700e 


694 
693 
685e 
683 


$74 
117 

73 

14 

29a 

69 

19a 

32 

47 

43 

10 
106 
39 
10 
18a 

25 
18 
74 
14 
1 

89a 
20a 
110 
29 
15 


$-8 

14 
12 


Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate.    'Formerly  New  Hampshire  Oak. 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 


[f  you  have  searched  for  finer  and  finer 
emium  cigars  through  the  years,  you  are 
it  alone. 

Fhe  same  quest  has  been  known  to  take 
3n  across  oceans  as  well  as  continents  and 
is  moved  certain  connoisseurs  to  purchase 
antations  all  their  own. 
[t  has  also  consumed  the  passions  of  the  men 
Macanudo  for  more  than  a  century, 
[n  an  age  of  machines,  the  men  of  Macanudo 
ive  gone  on  making  their  cigars  step  by  step  by 
md,  always  with  the  finest  tobaccos,  always 
the  pursuit  of  perfection. 

Without  question,  their  crowning  achievements 
e  Macanudo  Vintage  Cabinet  Selection  cigars. 
Vintage  years  are  as  rare  for  fine  cigars  as  they 
e  for  fine  wines,  for  only  the  richest  of  harvests 
n  yield  some  tobacco  leaves  whose  qualities 
rpass  the  grades  that  we  demand  for  other 
acanudo  cigars. 

Our  long,  fine  filler  leaves  are  grown  in  the 
iribbean.  Our  dark,  supple  binder  leaves  are 
own  on  the  rich  San  Andres  tobacco  farms  of 
exico.  Our  distinctive,  costly  wrapper  leaves  are 
own  in  the  fertile  Connecticut  Valley.  Yet  even  in 
mintage  year,  no  more  than  several  bales  of 
ives  are  worthy  of  a  Macanudo  Vintage 
ibinet  Selection. 


To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  our  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  1-800-551-0520. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo  Vintage 
Cabinet  Selection 


lontego  YCiq  1991 


Wank—  Company 
this  last  business 
year  year 

246  230     ABCO  Markets 

ABCO  supermarkets  in  Arizona 

247  272     Brenlin  Group 

auto  parts,  steel,  metal  fabricating 

248  ■  Slim-Fast 

diet  foods  &  beverages 

249  251      Towers  Perrin 

compensation  consulting,  risk  management,  reinsurance 

250  268  •  Bell  &  Howell 

high-volume  mail-processing  systems 


Chief  executive 

Edward  G  Hill 
David  L  Brennan 
S  Daniel  Abraham 
John  T  Lynch 
William  J  White 


-Profits- 


Revenues 
($mil)     est  operating 
($mil) 


net 
($mil) 


$680e 
680 
675e 
671 
670 


$7 
68 
70 
94 


$0 


Last  year  JM  Family  Enterprises 
imported  over  150,000  Toyota  vehicles. 
The  other  independent  Toyota  importer, 
Gulf  States  Toyota,  brought  in  100,000  or  so. 


251 

276 

Hale-Halsell 

food  distributing  &  wholesaling 

Robert  D  Hawk 

665 

21 

1 

3,792 

252 

384 

Washington 

Montana  rail  services,  copper  mining,  machinery  and  construction 

Dennis  Washington 

662e 

80 

3,650 

253 

256 

WWF  Paper 

distributes  fine  paper 

Edward  V  Furlong  Jr 

660 

20 

380 

254 

269 

Melvin  Simon  &  Associates 

real  estate  management  &  development 

Melvin  Simon 

657e 

4,000 

255 

279 

Haworth 

manufacturer  of  office  furniture  &  seating 

Richard  G  Haworth 

655 

39 

6,000 

256 

270 

•  Sealy 

Sealy,  Posturepedic,  Stearns  &  Foster  bedding;  waterbeds,  sofabeds 

Lyman  Beggs 

654 

89a 

10 

4,725 

257 

283 

Fiesta  Mart 

Fiesta  supermarkets  in  Texas 

Louis  Kaptopodis 

650 

13 

6,000 

258 

267 

MTS 

Tower  Records  stores 

Russ  Solomon 

650 

49 

5,269 

259 

250 

Rock-Tenn 

recycled  paperboard 

Bradley  Currey  Jr 

650 

87 

5,300 

260 

302 

•  Republic  Engineered  Steels 

bar  &  specialty  steels 

Russell  W  Maier 

646 

34a 

5,000 

261 

218 

Hensel  Phelps  Construction 

largest  commercial  construction  company  in  Colorado 

Jerry  L  Morgensen 

646 

29a 

10 

1,557 

262 

291 

Leo  Burnett 

advertising  agency 

William  T  Lynch 

644 

52 

6,647 

263 

247 

•  Harvard  Industries1 

auto  parts  &  accessories,  primarily  for  original  equipment  manufacturers 

William  D  Hurley 

637e 

-4 

-21e 

7,500 

264 

278 

Coulter 

medical  &  electronic  diagnostic  equipment 

Wallace  H  Coulter 

"635e 

85 

5,000 

265 

237 

•  Silgan 

largest  US  manufacturer  of  aluminum  containers;  steel  &  plastic  containers 

D  Greg  Horrigan 

630 

43a 

5 

3,340 

■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual 

e:  Estimate.    'Plans  to 

go  public. 
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You  can  't  work  any  harder, 
but  maybe  your  assets  can. 


hard  to  properly  manage  your  assets. 


At  U.S.  Trust,  we've  been  successfully  providing  clients  and 
their  families  with  comprehensive  asset  management  for  over  140 
years.  Our  investment  strategy  combines  a  disciplined  search  for  value 
with  appropriate  asset  diversification  to  limit  risk  and  maximize 
returns.  What's  more,  we  create  highly  individualized  plans  to  help 
each  client  meet  their  specific  financial  objectives. 

If  you're  interested  in  having  your  assets  work  harder,  please 
contact  Richard  E.  Foley,  Senior  Vice  President,  at  1-800-U.S.  TRUST. 


<IEW  YORK    STAMFORD    PRINCETON    PALM  BEACH    BOCA  RATON    NAPLES    DALLAS    LOS  ANGELES    PORTLAND   GRAND  CAYMAN 


—Rank— 

r#iinnanu 
wuiiiyditjF 

Chief  executive 

Revenues 

 Profits  

Employ 

this 

last 

($mil) 

est  operating  net 

year 

year 

($mil)  ($mil) 

266 

303 

S&P  Co 

Lutz  Isslieb 

?R98o 

fOo 

0  8(1 
C,0\1 

Dohcf  C'llctaff  J?  Paorl  hoorc-  rail  Dctata 
raUSI,  ralSldll  a  rcdil  Uccfb,  leal  cMdle 

267 

249 

•  Long  John  Silver's 

uiyuc  l  uuip 

7^ 
10 

\irnack  IK  miipL  con/iro  coafnnrl  roctaurant  rham 

ldle"M  Uo  IjlMLn  oClvllC  ocdIUUU  I  CO  La  U 1  a  II I  Uldlll 

268 

216 

Crown  American  Associates 

tronl/  1       c  n  i  lor  1 1 1 1 

ndlln  J  rdSU,Uclllld 

OiD 

?Ra             t  \A') 

moll  inananor>  Wocc'c  nonartmpnt  Ntnroc 
illdll  Nldlldgtl,  ncoo  o  ucpdi  LlllClll  OlUtCo 

269 

■ 

Foster  Farms 

Robert  A  Fox 

^  1 

b.bll 

largest  poultry  processor  in  California 

270 

Metallurg 

Michael  A  Standen 

625 

63 

2,20 

mining  &  trading  of  ferrous  &  nonferrous  metals  &  alloys 

271 

292 

Menasha 

rcu  oero 

IUj 

A  0(1 

n-arLaninn  nlactirc  rflmrriorrial  nnntino  fnroct  nrnHnrt^ 
pdLndglllg,  (JldMlto,  LUIIMIlCiUdl  LfllllUllg,  IUICM  JJIUUULIj 

272 

301 

ill  Industries 

John  J  Farber 

bib 

oi 

0  (It 

manuf  art  i  iroc  rhomiralc  nlachrc  Jt  nharma^PiitiralQ 
IlldllUldtlUICo  UllCllllV/di J,  IJIdMILo  Ci  \}\\Q\ IlldtCUUOdl-) 

273 

296 

Chemcentral 

H  Daniel  Wenstrup 

CI  £ 

bJD 

4b 

ol) 

rlictrihiitoc  inHnctrial  rhomiralc 

UIMIIUUICj  IIIUUMIIdl  LliCilllLdlo 

07/1 

Warren  Equities 

Warren  Al  pert 

bib 

ot 
25 

1  tc 

1,5b 

petroleum  trading  &  wholesaling,  convenience  stores,  merchandise  distribution 

1 

Wickland  Oil 

JAI  Wickland  Jr 

615e 

22 

18 

petroleum  storage  &  wholesaling 

276 

333 

Mary  Kay  Cosmetics 

Richard  R  Rogers 

C 1 A 

blU 

tQ*\                      1 1 

59a  15 

o  i  n 

L  1U 

Hirort  cot  lino  nf  mcmotirc  anH  tnilotnoc 

UIIlLI  iclllllg  Ul  LUolllcLILo  dNU  [UlltlllCo 

277 

319 

A    1  1  m  \fit-t\lr\r 

•  Jim  waiter 

Dennis  M  Ross 

buy 

tQ 

0  Q(l 

IJUIIUIIIg  IlldlclldlS 

278 

293 

Rosenthal  Cos 

riODen  m  Kosenmai 

bUb 

1  0(1 

mitn  Hpslorchinc 

d UlU  UCd ICI  M 1 1 

CIV 

Sierra  Pacific  Industries 

Red  Emmerson 

b(J4 

"7t 

/5 

o  tn 
2,50 

lumber  &  millwork  products 

Follett 

Robert  Follett 

604 

24a  10 

6.15 

largest  US  operator  of  college  bookstores;  educational  software,  publishing 

281 

252 

Braman  Enterprises 

Norman  Braman 

ouue 

AO 
(So 

d uiu  ucdici 0 1 1 1  (J j 

282 

48 

DHL  Airways 

Patrick  Foley 

bUUe 

1  0 

lis 

/,1b 

air  pxnrp^s  &  air  frpioht  narkaop  Hplivprv 

283 

171 

AppleTree  Markets 

R  Howard  Stanworth 

oy/ 

Oft 

-ba 

1  0(1 

ciinormsrLotc  in  Tovac 
ouuel Midi Rcis  III  IcAdj 

£04 

Carpenter1 

Stanley  F  Pauley 

596 

89 

6.59 

second-largest  manufacturer  of  polyurethane  foam 

tOJ 

Crawford  Fittings 

FJ  Callahan 

594e 

68 

5,00 

valves,  pipe  fittings 

286 

235 

Encyclopaedia  Britannica 

refer  b  Norton 

5sle 

ti 
51 

O  Aft 

rpfprpnrp  hnnbe  pHnratinnal  con/irpc 
iciciciiuc  uuuno,  ci.uid i iui iu i  jcivicco 

287 

290 

Harbour  Group 

Sam  Fox 

590 

HI 

4/ 

t  (in 

nittino  tnnli  nnmnc  o^^Lpt  narlfino  SL  cp^lino  Hpwippc  nlacfir  mnlHinn 

Lulling  lUUlo,  UUIIIUo,  gdortcl  UdLnlllg  01  ocdllllg  Ucvltco   UldollL  IllUIUIIIg 

288 

308 

Bashas' 

tdward  N  basha  Jr 

58oe 

1  r 

15 

A  0(1 

RflshiK  markpK  ft  nthpr  ^nnprmarkpt^  in  Ari?nna 

Udoiidj   llioincij  Cl  utllcl  o  u  yc  1 1 1 1  d  I  l\ci  o  III  nlliUlld 

289 

327 

Dobbs  Brothers  Management 

James  K  Dobbs 

"  tot 

bob 

i 

auto  dealerships,  beer  distributing 

290 

343 

Quad/Graphics 

Harry  V  Quadracci 

582 

58 

6,40( 

printing,  design,  production  services,  ink  manufacturing 

■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate. 

Formerly  ER  Carpenter. 
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The  Lands'  End  cashmere  sweater. 
Soft  and  silky  as  the 
beard  of  a  Mongolian  goat 


We  go  to  the  darndest  places 
to  find  quality  products  for 
Lands'  End  customers.  For  our 
cashmere  sweater,  we  went  to 
Inner  Mongolia  -  a  forbidding 
patch  of  Asia  that* s  hot  in  sum- 
mer, 40°  F  below  in  winter. 

You  see,  the  world's  finest 
cashmere  comes  from  here  - 
from  the  soft,  downy  fleece  of 
the  Kashmir  goat.  Local  crafts- 
people turn  this  delicious  stuff 
into  our  sensuous,  fluffy,  2-ply 
sweaters.  How  they  do  it  is  a 
romance  in  itself. 

It  starts  with  the  herdsmen 
who  raise  the  goats.  They 
remove  the  fleece  not  by  shear- 
ing it,  but  by  combing  it  out. 
Each  goat  yields  about  6  ounces 
of  pure  cashmere.  A  good  clean- 
ing reduces  this  to  4  ounces. 
It  takes  2.5  goats  to  produce  a 
single  Lands'  End  sweater. 

We  kid  you  not. 

The  pure,  white  cashmere  we 
use  takes  color  brilliantly.  Once 
if  s  combed  and  cleaned,  the 
local  knitters  dye  it  before  they 
spin  it  into  yarn.  The  result  is  a 
richer,  truer  color-  and  a  sweater 
that's  genuinely  colorfast 

Each  Lands'  End  sweater  is 


knitted  to  size  -  not  merely  cut 
and  sewn  to  size  like  some.  Then, 
the  entire  sweater  is  finished 
by  hand.  If  you  look  closely,  you 
can  see  this  in  the  hundreds 
of  tiny  loops  at  the  neck  and 
shoulders.  There  are  no  bulky 
seams,  so  our  sweater  fits  you 
smoothly. 

And  oh  yes,  one  more  detail 
that  should  add  to  your  comfort: 
the  price. 

We  even  beat  our 
own  price. 

You'd  expect  a  cashmere  of 
such  quality  to  be  around  $250. 
Last  year  even  we  had  to  charge 
$170.  But  working  closely  with 
our  Mongolian  partners,  we've 
brought  the  price  down  to  just 
$129.  Incredible?  We  doubt  you 
can  do  any  better. 


And  you  sure  can't  do  better 
than  our  guarantee.  It's  as 
unconditional  as  anything  this 
side  of  Mongolia.  We  say: 
Guaranteed.  Period." 

Why  not  catch  up  with  all  the 
goodies  in  our  catalog?  From 
sweaters  and  dress  shirts,  to  soft 
luggage  and  home  furnishings. 

Call  now  for  a  copy,  if  you'd 
like.  Our  friendly  operators 
will  take  your  call  any  time,  day 
or  night.  If  11  make  you  feel  good 
just  talking  with  them. 

©1993,  Lands' End,  Inc 


MC 


To  get  our  free  catalog,  call 
1-800-356-4444 
Or  mail  this  coupon  to: 
1  Lands'  End  Lane,  Dept.  MC 
Dodgeville.WI  53595 

Name  


Address . 


.Apt- 


City. 


State. 


Zip. 


Phone  ( 


Day/Nighl 
(circle  one) 


— Rank— 
this  last 
year  year 


Company 

business 


Chief  executive 


-Profits- 


Revenues 
($mil)     est  operating 
($mil) 


net 
($mil) 


Employ 


291 

284 

•  Mayfair  Supermarkets 

Mayfair  Foodtown  supermarkets  in  New  Jersey 

Stanley  P  Kaufelt 

$580 

$14 

5,50 

292 

331 

McKee  Foods 

Little  Debbie  &  Sunbelt  snack  foods 

Ellsworth  McKee 

580e 

64 

4,42 

293 

323 

WordPerfect 

M/nrHPorfort  J?,  rtthor  uwnrH  nrnppccino  cnftiwarp 
VVUlUr cl tctl  Ot  ULIICl  WUIU  UlULCoolllg  ilMlvvcHC 

Alan  Ashton 

579 

58 

5,00 

294 

318 

•  Envirodyne  Industries1 

cnoriolh/  filmc  fnr  narlisoinu  mpat  fL  nniilirv 
i[)l;Udliy  IHIHb  IUI  UdLndglng  lllcdl  &  uuuiuy 

Donald  P  Kelly 

576 

83 

$-37 

4,50 

295 

334 

McJunkin 

Hictrihiitpc  ninpc  t/alwpc  !L  plprtrir^l  pnninmpnt 

UIMMUUlCi  UIUCj,  ValVCo  01  CICl.UH.al  Cl|UltJIIICMl 

HB  Wehrle  III 

572 

29 

1,37 

296 

328 

CH2M  Hill  Cos 

environmental  engineering,  waste  &  waste  management  &  other  engineering  svcs 

Ralph  R  Peterson 

561 

45 

5,63 

297 

■ 

AMI  Cos 

auto  dealerships,  fleet  &  commercial  leasing 

Eugene  J  Ribakoff 

561 

65 

298 

341 

Asplundh  Tree  Expert 

trpp  tnmmino  fnr  plprtrif1  ulilitiPC 
LICC  UiMlilllllg  IUI  ClclUIL  UUMMC>> 

Christopher  B  Asplundh 

560e 

92 

14,50 

299 

339 

Dick  Corp 

Isropct  rnmmprrial  H  inHiictnal  pfinrrarrnr  in  PirT^hnroh 

IdlgCM  LUilUHcl  Udl  01  IMUUMIIal  LUIIll  at-lUI  Ml  FlUoUUIgM 

DE  Dick 

560 

8 

3,00 

300 

309 

Esprit  de  Corp 

Hocionc  Si  markptc  mprlmm-tn-hioh-nnfP  \wnmpn,(;  %  rhilrlrpn'^  ^nnrt^w/par 

UCjIjJMj  Qt  IlldlnClo  MltUIUIH  LU  Mlgll  LIMlX  WUHICII  J  Ot  LMMUiCU  o  JfJUIloVVCal 

David  Folkman 

560e 

28 

4,20 

301 

255 

Thrifty  Oil1 

retails  gasoline  in  California 

Ted  Orden 

560e 

0 

80 

302 

307 

Topa  Equities  Ltd 

insurance,  financial  services,  beverage  distribution 

John  E  Anderson 

558 

-2a 

-1 

1,10 

303 

385 

Lanoga 

building  materials  retailer  in  the  Northwest 

Daryl  D  Nagel 

557 

3.3 

2,90 

304 

338 

D'Arcy  Masius  Benton  &  Bowles 

advertising  agency 

Roy  Bostock 

551 

44 

6,00 

305 

322 

Treasure  Chest  Advertising 

prints  retail  advertising  circulars 

Sanford  G  Scheller 

550 

19 

2,80 

The  $5.6  billion  Levi  Strauss  &  Co.  built  an  empire 
out  of  denim,  but  it  is  hedging  by  branching  into 
other  casual  clothing  styles. 


306  387     Big  Y  Foods 

30  supermarkets  in  Connecticut  &  Massachusetts 

307  310  Maritz 

marketing,  research,  motivational  programs,  travel 

308  225     Roseburg  Forest  Products 

plywood,  particleboard  &  other  forest  products 

309  312  Ormet 

aluminum  smelting 

310  ■     Edward  D  Jones  &  Co 

securities  brokerage,  real  estate 


Donald  H  D'Amour 
William  E  Maritz 
William  A  Whelan 
R  Emmett  Boyle 
John  W  Bachmann 


550 

549e 

548e 

547 

546 


12 

25e 

68 

27 

74a 


Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate.    1ln  Chapter  1 1. 


202 


Forbes  ■  December  6,  L 


rhere  are  33  different  products  from 

\mway  in  this  photo.  (The  other  5000  or  so  wouldn't  fit.) 


'ur  powerful,  household  cleaning  products  with  biodegradable  surfactants  are  most  likely 
bred  elsewhere  in  the  home.  But,  you  can  still  spot  these  other  Amway  items:  breakfast 
cereal,  vitamins,  dog  food,  cookware,  and  more.  In  fact,  virtually  everything 
in  sight  could  be  obtained  through  Amway  and  its  catalogs  —  from  the 
Mr.  Coffee®  coffee  maker  to  the  cordless  telephone.  It's  clear  to  see 
why  Amway  is  near  the  top  of  the  list  of  the  "Forbes  400 
Largest  Private  Companies  in  the  U.S."  By  the  way,  there  is 
one  thing  you  can't  see  in  the  photo  above...  our  money- 
back,  100%  satisfaction  guarantee.  (But  it's  there.) 


 59^ 


Amway; 


And  you  thought  you  knew  us. 


Find  all  .33?  Give  us  a  call  for  a  free  product  list  or  for  additional  information  on  Amway.  1  -800-544-7167 

©1993,  AMWAY  CORPORATION,  U.S.A. 


—Rank— 

Company 

Chief  executive 

Revenues 

 Profits  

Employ 

this 

last 

business 

($mil) 

est  operating  net 

year 

year 

($mil)  ($mil) 

311 

362 

Dwight  D  Opperman 

$541e 

$79 

5,3(1 

law  &  college  texts,  electronic  distribution  of  legal  databases 

312 

348 

Ferrellgas 

James  E  Ferrell 

540e 

102  $15e 

3,0C 

propane  gas 

313 

289 

fiortraia  PrAuun  nictrihlltino 
OCUfgkJ  tl'JWII  L/IMI IUU  III  Ig 

Donald  M  Leebern  Jr 

540e 

41 

1,6C 

distributes  alcoholic  beverages,  soft  drinks  &  bottled  water 

314 

376 

•  s^iUl  U IWC&MSI 1 1  OICCI  o*  fine 

Robert  N  Gurnitz 

539 

51a  -2 

2,4 

structural  steel,  rod  &  wire  products 

315 

■ 

Martin  Oil  Marketing  Ltd  &  Affiliated  Cos 

Carl  C  Greer 

537 

27a  11 

$ 

Martin  service  stations  &  convenience  stores;  oil  &  gas  exploration 

316 

287 

QuorHn  in 
ovci  ui  up 

Bnce  R  Smith  Jr 

535 

8 

5,0( 

engineering,  architecture,  construction,  tech  services,  real  estate  development 

317 

370 

WITH  PiYiriiirtc 

Curtis  E  Moll 

531e 

47 

4,6( 

lawn  mowers  &  other  yard  equipment 

318 

350 

Al imp  &  Corv 

Samuel  T  Hubbard  Jr 

528 

10 

ii 

distributes  paper  products,  packaging  machines  &  computer  supplies 

319 

355 

1MB  Realtv 

Neil  Bluhm 

528e 

42 

15,41 

real  estate  management 

320 

365 

K-VA-T  Food  Stores 

Jack  C  Smith 

527 

13 

3,6: 

Food  City  supermarkets  in  Kentucky,  Virginia  &  Tennessee 

321 

305 

Arrata 
HI  Laid 

Edward  L  Scartf 

525 

40 

6,5( 

prints  books  &  magazines 

322 

321 

WB  Johnson  Properties 

William  B  Johnson 

525e 

110 

15,8( 

Ritz  Carlton  Hotels,  restaurants 

323 

356 

Mprli^Npw^  Gronti 

W  Dean  Singleton 

525e 

71 

7,9' 

newspapers 

0*71 
0/1 

Wpstf  ield  Cos 

Cary  Blair 

525 

75 

1,7 

property,  casualty  &  life  insurance 

one 

"311 
Oil 

Chase  Enterprises 

David  T  Chase 

520e 

45 

8 

real  estate,  broadcasting,  insurance,  investments 

326 

■ 

Ravnvar 

Thomas  F  Pyle 

520 

94 

2,8 

disposable  &  rechargeable  batteries  &  battery-operated  products 

327 

342 

Whiting-Turner  Contracting 

Willard  Hackerman 

516 

7 

8 

mid-Atlantic-based  contracting  company 

328 

340 

Flint  Ink 

1  1 II 1 1  1 1  In 

H  Howard  Flint  II 

515 

111 

2,6 

newspaper  ink 

Whedton  Industries 

Robert  1  Veghte 

515e 

46 

6,0 

manufactures  glass  &  plastics 

O  O  f\ 

330 

1  O  A 

184 

Guess? 

Maurice  Marciano 

513 

110a  108 

2,4 

designs  &  markets  jeans  &  other  casual  wear  clothing 

331 

379 

Mnvpr  Parkinp 
iviujci  r  aunii  ig 

Curtis  F  Mnvpr 

512 

12 

1,2 

largest  meatpacking  company  in  the  eastern  US 

332 

347 

Baker  &  McKenzie 

John  McGuigan 

512 

270 

5,0 

world's  largest  law  firm 

333 

354 

Inland  firm  in 

Danipl  1  GnnHwin 

510e 

7 

real  estate  brokerage,  management  &  financing 

334 

273 

Austin  Industries 

William  TSoiomon 

509 

7 

5,0 

heavy,  commercial  &  industrial  construction,  construction  management 

335 

295 

American  Foods  Group 

Carl  W  Kuehne 

507 

12 

1,4 

meatpacking 

■  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate. 
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Why  Put  Munis  And 
Taxables  In  One  Fund? 

To  Seek  Maximum 
After-Tax  Total  Return. 


Unlike  tax-free  funds  which  focus  on  after-tax  yield,  Spartan® 
Bond  Strategist™  seeks  to  maximize  after-tax  total  return 
(yield plus  change  in  principal  value,  after  taxes) .  That  isn't 
always  achieved  by  investing  100%  in  municipals,  because 
taxable  bonds  sometimes  offer  higher  after-tax  returns. 

I  One  Fund  Does  It  All 

Spartan  Bond  Strategist  is  the  easy  way  for 
investors  in  the  3 1  %  or  higher  tax  brackets  to 
seek  the  maximum  after-tax  total  return.  By 


The  Changing  Bond  Market  Means  Changing  Opportunities 

Sometimes  taxables  offer  a  higher  after-tax  total  return, 
sometimes  municipals  do.  Overtime,  a  managed  allo- 
cation strategy  may  offer  higher  after-tax  returns  than 
investing  purely  in  either  sector. 


o  — 

91 


m  m 


Municipals  Corporates 


The  chart  compares  the  Lehman  Brothers  Long-term  Municipal  Bond  and  Long-term 
Corporate  Bond  Indices,  adjusted  to  reflect  the  31  %  federal  income  and  28%  capital 
gains  tax  rates* 

^^proprietary  computer  models,  the 
Fund  manager  is  able  to  carefully  shift  Fund 
assets  between  tax-free  and  taxable  bonds 
to  take  advantage  of  the  changing  bond  mar- 


Fidelity 


ket.  Plus,  Fidelity's  outstanding  research 
and  expertise  support  every  investment 
decision. 


With  Fidelity's  Spartan 
Approach® 

To  further  help  maximize  total  return, 
the  Fund  also  uses  Fidelity's  Spartan 
Approach®  to  reduce  the  Fund's  ex- 
penses.1 The  Spartan®  family  of  ftinds  is 
another  example  of  Fidelity's  ongoing 
commitment  to  find  innovative  solutions 
to  suit  investors'  needs. 

Find  Out  More  Today 

Spartan  Bond  Strategist  is  the  one  no-load 
fund  that  combines  municipals  and  tax- 
able bonds  to  maximize  after-tax  total 
return.2  To  find  out  more  about  tliis  revo- 
lutionary approach  to  bond  investing,  call 
for  a  free  fact  kit  today.  It  will  contain  a 
prospectus  with  more  complete  informa- 
tion, including  charges  and  expenses. 
(Minimum  investment:  $10,000.) 


Visit  a  Fidelity  Investor  Center 
or  CaU  24  Hours 

1-800-544-3925 


Investments 

Common  sense.  Uncommon  results. 


ad  the  prospectus  carefully  before  you  send  money.  The  fund  does  not  lake  into  account  stale  and  local  taxes,  or  the  federal  alternative  minimum  tax.  Share  price,  yield  and 
urn  vary  ,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares.  'Transactions  may  reduce  your  yield.  '  The  fund  charges  a  .50%  redemption  fee  on  shares  held  less  than  IXli 
vs  f  Returns  arc  historical,  include  reinvestment  ot  dividends  and  capital  gains  and  do  not  reflect  the  performance  of  any  Fidelity  fund.  Fidelity  Distributors  Corporation. 


Rank—     Company  Chief  executive 

this    last  business 
year  year 

336  201     William  Lyon  William  Lyon 

home  building,  apartment  &  real  estate  development 

337  320  •  Almacs  Supermarkets1  Thomas  Ireland 

leading  supermarket  chain  in  Rhode  Island;  also  has  stores  in  Massachusetts 

338  398     Specialty  Retailers  Bernard  Fuchs 

Bealfs,  Palais  Royal  &  Fashion  Bar  apparel  stores 

339  390     Paragon  Group  WR  Cooper 

real  estate  development  &  management 

340  325     Avondale  Mills2  G  Stephen  Felker 

apparel  &  textiles 


Revenues   Profits  

($mil)  est  operating  net 
($mil)  ($mil) 

$507 

505  $21a  $-3 

504  55a  12 

500  75 

500  50 


Each  day  Caterair, 

a  former  subsidiary  of  Marriott, 

feeds  465,000  airline  passengers. 


341  ■     M  Fabrikant  &  Sons 

jewelry  wholesaling 

342  ■     GFI  America 

meatpacking 

343  366  K&B 

175  drug  stores  in  6  states 

344  359     Placid  Oil 

oil  exploration  &  refining 

345  ■     Shamrock  Foods 

food  distribution,  dairy  products 

346  244     Tishman  Realty  &  Construction  Co 

construction 

347  378     Journal  Communications 

Milwaukee  Journal  &  Sentinel,  printing,  broadcasting,  telecommunications 

348  395     Greenwood  Mills 

fabrics,  denim 

349  ■     Irvin  &  Kenneth  Feld  Productions 

Ringling  Brothers  &  Barnum  &  Bailey  Circus  &  other  entertainment  acts 

350  373     Fred  W  Albrecht  Grocery 

Acme  Stores,  Acme  Super  Centers,  Y-Mart,  Kaase's  Baking 

351  ■     Enterprise  Products 

petroleum  wholesaling 

352  300  BE&K 

engineering,  construction  &  maintenance 

353  363     Bugle  Boy 

casual  pants  &  jeans  for  men  &  boys 

354  ■     Consolidated  Food  Service  Cos 

food  services,  seafood  trading 

355  382     Benjamin  Moore  &  Co 

paints,  stains,  chemicals 


Charles  Fortgang 
Robert  0  Goldberger 
Sydney  J  Besthoff  III 
Jerry  R  Wright 
Norman  McClelland 

John  Tishman 
Robert  A  Kahlor 
William  Matthews 
Kenneth  Feld 
F  Steven  Albrecht 

Daniel  Duncan 
Theodore  C  Kennedy 
William  Mow 
Steven  B  Sandler 
Richard  Roob 


500 

500 

500e 

500 

500e 

500 

496 

495 

494e 

493 

491e 
491 
490 
490 


40 
13 
24 
65 
18 

8 
66 
55 


29 
20 
32 
25 
60a 


42 


36 


Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate.    'In  Chapter  1 1.    formerly  Walton  Monroe  Mills. 
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Once  This  Notional  Hamburger  Chain  Sow  What 
Our  Services  Could  Do  For  Them  Regiona  ly,  They  Only  Had  One  Question 


Wlien  a  national  fast-food  giant  got  an  appetite  to  streamline  and  extend  their  telecommuni- 
cations with  thousands  of  franchises  nationally,  they  turned  to  the  company  with  the  biggest  ideas 
and  proven  expertise.  BellSouth.  We  delivered.  First,  we  helped  set  up  a  voice-mail  system  that 

allowed  them  to  tie  their  loc  ations  together  across  the  country. 

f  AlllH  THOU  l*Dt  Thf)ffl  TA  Cti\  Flien  we  coordinated  cellular  service  for  their  field  managers 

VvUlU  I II VJ  "vl  1 11%  III  IV  ^lv»  nationwide.  With  a  single  point  of  contact  for  sales  and  service. 

Tliey  came  to  BellSouth  because  we're  more  tha  n  one 
company.  Were  a  family  of  communications  companies  capable  of  providing  your  business  with  the  same 
combination  of  wireless  and  wireline  solutions  we  provide  for  them. 

From  paging,  cellular,  mobile  data  and  information  services  to  sophisticated  telecommunications 
networks,  BellSouth  has  the  depth  of  resources  required  to 

meet  uour  communications  challcnqes  todau.  And  tomorrow.  r  /  ■ 

-/  z>  ^  telecommunications 

For  a  taste  of  what  BellSouth  can  do  for  uou,  call  T  c        •  •  c 

J  Information  Services 

uour  BellSouth  representative  or 

^  r  Mobile  Communications 

Advertising  Services 


WQ3  BellSouth  Corpuratii 


BELLSOUTH' 


Everything  \ou  Expect  From  A  Leader* 


—  Rank— 
this  last 
year  year 


Company 

business 


Chief  executive 


-Profits- 


Revenues 
($mil)     est  operating  net 
($mil)  ($mil) 


Em 


356  396     Home  Interiors  &  Gifts  Donald  J  Carter 

wholesales  decorative  accessories 

357  377     Inductotherm  Industries  Henry  M  Rowan 

world's  leading  manufacturer  of  induction  melting  systems  for  foundries 

358  357      Newark  Group  Edward  K  Mullen 

largest  US  maker  of  game  boards;  recycled  paperboard  &  converted  products 

359  ■     Jeld-Wen  Ricbard  LWendt 

wood  windows  &  doors 

360  397     Ben  E  Keith  Robert  Hallam 

distributes  food  to  institutions,  Anbeuser-Buscb  beer 

361  ■     Stevedoring  Services  of  America  Ricky  Smith 

ship  loading 

362  389     Charles  Pankow  Builders  Charles  Pankow 

general  contracting 

363  381     Freedom  Newspapers  James  NRosse 

owns  27  daily  &  27  weekly  newspapers,  TV  stations 

364  380     Dart  Container  Kenneth  Dart 

largest  US  maker  of  polystyrene  cups 

365  ■     Olan  Mills  Hampton  Johnson 

portrait  photography  studios 

366  314     Walbridge,  Aldinger  John  Rakolta  Jr 

general  contracting,  construction 

367  386     Capucci  Creations  Internationale  Albert  J  Fenster 

Yves  Saint  Laurent  women's  clothing 

368  ■     Leprino  Foods  James  Leprino 

world's  largest  producer  of  mozzarella  cheese;  food  distributing 

369  ■     TAD  Technical  Services  David  J  McGrath  Jr 

temporary  employment  agency  for  technical  workers 

370  383  •  Sunbelt  Beverage  Charles  Andrews 

wholesales  wine  &  spirits 

371  ■     BerwindCorp  C  Graham  Berwind  Jr 

industrial  equipment,  specialty  chemicals,  financial  services 

372  ■     Perry  H  Koplik  &  Sons  Michael  R  Koplik 

largest  international  trader  of  paper  &  forest  products 

373  ■     Schwegmann  Giant  Super  Markets  John  F  Schwegmann 

supermarkets  in  Louisiana 

374  ■     Finlay  Enterprises  David  B  Cornstein 

runs  fine  jewelry  outlets  in  department  stores 

375  391     I nserra  Supermarkets  Lawrence  R  Inserra 

supermarkets  in  New  Jersey  &  New  York 

376  262     Horsehead  Industries  William  E  Flaherty 

mining  &  manufacturing  of  zinc  &  carbon  products 

377  ■     Esstar  Robert  A  Haversat  Sr 

manufactures  &  distributes  doors,  door  locks  &  other  architectural  hardware 

378  275     United  Co  James  WMcGlothlin 

coal,  ml  drilling,  real  estate 

379  ■     Goya  Foods  Joseph  Unanue 

largest  Hispanic-owned  company  in  the  US;  over  800  food  products 

380  ■     Frederick  Atkins  Ferd  Lawson 

wholesaler  to  department  stores 


$483 
482 
481e 
481e 
480 

480e 

479 

477e 

475e 

475e 

475 

474 

470e 

468 

463e 

460e 
460e 
460e 
458e 
456e 

455e 
455e 
454 
'453 
450 


$70 
78 
43 
19 
28 

26 
7 

55 
114 
71 

7 

38 
24 
20a 
37 

73 
9 
9 

32 
9 

40 
9 

45 
67 
45 


-30e 


i  Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate. 
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RIAL 


For  a  clear  perspective 
on  a  complex  world, 
send  for  a  FREE  four-week 
trial  subscription  to  the 
Financial  Times. 


land  luxury  goods 


I  R&D  strategies  fo' 
aller  companies 


1  F«l«rt»i??II»eL 

1  A  family  tale  with 
I  „„  unhappy  ending 


.F  rtin  ce  In  l  ocos 

\  A  honeymoon  for 
^habitation 


goods  .j^f^^R'"  '  _ •  ( 

F1NANCIALT1MES 


iUc$7bn  Russia  offers 

bond  to  finance  ^.-j- 

job  creation  plan    l^^j^S  H§£ 


.  ^a«h  Counting 

security 
in  the  EC 


ORDER  NOW: 

Mail  coupon, 
or  FAX  to 

212-308-2397 

Or  Call: 

800-628-8088 
Ext.  150 


□  YES,  send  me  the  newspaper  of  world  business,  finance,  politics 
and  economics  for  FOUR  FULL  WEEKS  without  cost  or  obligation. 


Name. 


Title 


Company 
Address  - 


Product/Service 


City 


.State. 


Zip 


Phone  (  ). 


Fax  (_). 


FINANCIAL  TIMES:  14  East  60th  Street,  New  York,  NY  10022-1087 


CI  Home 
□  Office 


Limited-time  offer.  New  subscribers  only. 


CT112  c 


-Rank- 
this  last 
year  year 

381  ■ 


Company 

business 


■  Bose 

loudspeakers  &  auto  sound  systems 

382  ■     Rocco  Enterprises 

Shady  Brook  Farms,  Marval  &  Valley  Chef  poultry  products 

383  344     Lewis  Homes  Management 

residential  construction,  real  estate  development 

384  388  •  Wherehouse  Entertainment 

344  audio  &  video  software  stores  in  6  western  states 

385  ■     Charlie  Thomas  Auto  World 

auto  dealerships 

386  ■     Magnavox  Electronic  Systems 

manufactures  defense  electronics 

387  ■     Thermadyne  Holdings 

products  for  cutting  &  welding  metal 

388  ■     American  Cast  Iron  Pipe 

steel  &  iron  pipe,  valves,  tubes 

389  ■    J  Crew 

apparel  sold  by  mail  order  &  retail  stores 

390  147    Pacific  Holding 

real  estate,  building  materials,  natural  resources,  textiles 

391  368    Skadden,  Arps,  Slate,  Meagher  &  Flom 

second-largest  law  partnership  in  the  US 

392  ■     Investor's  Management 

Golden  Corral,  Ragazzi  &  other  restaurants;  Quick  10 

393  394     Aarque  Cos 

metal  fabricating 

394  ■    Thriftway  Food-Drug 

grocery  &  drug  stores 

395  ■     Spartan  Mills 

textiles  &  finishings 


Chief  executive 

Amar  G  Bose 
James  J  Darazsdi 
John  M  Goodman 
Scott  Young 
Charlie  Thomas 

Gene  R  McAllister 
James  N  Mills 
VL  Richey 
Arthur  Cinader 
David  H  Murdock 

Peter  P  Mullen 
James  H  Maynard 
R  Quintus  Anderson 
Richard  E  Lindner  Sr 
Walter  S  Montgomery  Jr 


-Profits- 


Revenues 
($mil)     est  operating  net 
($mil)  ($mil) 


$450 
450 
450 
449 
445e 

445e1 

441 

440 

440 

440e 

440e 

437 

435e 

435 

435 


41 
15 
12a 

40 
71 
44 
22 

260 
51 
35 
11  ' 
38a 


$-6 


-47 


25 


Emploj 

3,01 
3,41 
71 
6,61 
l,2i 

3,71 
3j 
3,1 
3,5' 
3,6 

2,9 
9,4 
2,6 
3,8 
4,5 


Are  typewriters  dead?  Not  quite.  Lexmark  International,  formed 
by  a  1991  management  buyout  from  International  Business 
Machines,  sold  an  estimated  half  a  billion  dollars'  worth  of  type- 
writers and  supplies  last  year,  along  with  $1.7  billion  of  desktop 
printers  and  other  computer  accessories. 


Bill  Heard  Enterprises 

auto  dealerships,  truck  leasing 
Chronicle  Publishing 

newspaper  &  book  publishing,  broadcasting,  cable  television 
Bibb 

sheets  &  other  bedding  accessories,  towels,  fabric 
Cole  National 

specialty  retailer  of  engraved  gifts  &  eyeglasses 
Lane  Industries 
business  machines  &  supplies,  ranching,  lodging,  broadcasting 


William  T  Heard 
John  B  Sias 
Thomas  C  Foley 
Jeffrey  A  Cole 
William  N  Lane  II 


432e 

430e 

430 

428 

427 


50 
17 
38 
30 


3,0 
6.8 
4,3 
4,9 


Not  on  last  year's  list.    •  Went  private  via  leveraged  buyout  since  1988.    a:  Actual,    e:  Estimate.    'Projected  12/93. 
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TO  FACE  INTERNATIONAL  BUSINESS  NEEDS 

In  Mexico,  You  Require 
Full  Support  in  every  Sense. 


At  Bancomer  we  know  the  importance  of  having 
a  full  financial  group  to  be  able  to  offer  you 
complete  financial  services,  worldwide. 
Through  our  affiliated  companies  we  are  able 
to  face  all  your  traditional  banking  needs  and 
provide  assistance  in  areas  such  as  factoring,  leasing, 
warehousing  and  stock  brokerage. 

For  your  convenience  we  have  800  Bancomer 
branches  and  an  extensive  network  of  correspondent 


banks  in  the  most  important  financial  centers 
around  the  world. 

The  support  of  a  full  financial  group  is  essential 
for  international  business.  It  just  makes  sense. 


The  Mexican  bank  with  business  sense. 


Headquarters  Mexico.  Av.  Universidad  1200.  CP  03339.  Tel  1525)  621-34-34.  Fax.t525)  621-32-30. 
■  Buenos  Aires    •    Grand  Cayman     ■    Hong  Kong    ■     London         Los  Angeles     ■     New  York     ■    Santiago  de  Chile     ■    Sao  Paulo    •     Tokyo     ■  Toronto 


alphabetical  list  shows  the  ranks,  addresses  and 
phone  numbers  of  the  largest  U.S.  private  companies. 
Starting  on  page  170,  the  companies  are  ranked  by 
revenues.  For  those  firms  taken  private  since  1988,  we 
show  the  year  of  the  transaction. 

Where  to  find 

the  400  largest 

U.S.  private  companies 


Company  Rank         Company  Rank         Company  Rar 


Aarque  Cos 

PO  Box  310 
Jamestown,  NY  14701 
716-664-6014 

393 

Almacs  Supermarkets  (1991) 

One  Noyes  Street 

East  Providence,  Rl  02916 

401-438-2700 

337 

Amsted  Industries 

205  N  Michigan  Avenue 
Chicago,  IL  60601 
312-645-1700 

17 

ABCO  Markets 

3001  West  Indian  School  Road 
Phoenix,  AZ  85017 
602-222-1600 

246 

Amerco 

1325  Airmotive  Way,  Suite  100 
Reno,  NV  89502 
702-688-6300 

145 

Amway 

7575  Fulton  Street  East 
Ada,  Ml  49355 
616-676-6000 

3 

Advance  Publications 

950  Fingerboard  Road 
Staten  Island,  NY  10305 
718-981-1234 

19 

American  Cast  Iron  Pipe 

PO  Box  2727 
Birmingham,  AL  35202 
205-325-7701 

388 

Andersen  Corp 

100  Fourth  Avenue  North 
Bayport,  MN  55003 
612-439-5150 

15 

Alamo  Rent  A  Car 

110  South  East  Sixth  Street 
Fort  Lauderdale,  FL  33301 
305-522-0000 

174 

American  Financial 

One  East  Fourth  Street 
Cincinnati,  OH  45202 
513-579-2121 

25 

Arthur  Andersen  &  Co,  SC 

1345  Sixth  Avenue 
New  York,  NY  10105 
212-708-4000 

1 

Fred  W  Albrecht  Grocery 

2700  Gilchrist  Road 
Akron,  OH  44305 
216-733-2861 

350 

American  Foods  Group 

544  Acme  Street 
Green  Bay,  Wl  54302 
414-437-6330 

335 

Andersons 

480  Dussel  Drive 
Maumee,  OH  43537 
419-893-5050 

22 

Alco  Health  Services  (1989) 
PO  Box  959 

Valley  Forge,  PA  19482 
215-296-4480 

29 

American  Standard  (1988) 
1114  Sixth  Avenue,  19th  Floor 
New  York,  NY  10036 
212-703-5100 

28 

Anschutz 

555  17th  Street,  Suite  2400 
Denver,  CO  80202 
303-298-1000 

3 

Alex  Lee 

PO  Box  800 
Hickory,  NC  28603 
704-323-4100 

136 

AmeriServ  Food 

13355  Noel  Road,  Suite  2225 
Dallas,  TX  75240 
214-385-8595 

193 

AppleTree  Markets 

7676  Hillmont,  Suite  300 
Houston,  TX  77040 
713-460-5000 

28 

Ailing  &  Cory 

PO  Box  20403 
Rochester,  NY  14602 
716-454-1880 

318 

AMI  Cos 

46  West  Boylston  Street 
Worcester,  MA  01605 
508-852-5311 

297 

ARA  Services 

The  ARA  Tower,  1101  Market  Street 
Philadelphia,  PA  19107 
215-238-3000 

] 
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You  plan  to  write 
the  shortest 
retirement  speech 
in  history 
"Gone  Fishingf 


Your  tomorrows  depend  on  the  future  of  your  long-term  investments.  That's  why  so  many  investors  have  trusted 
their  tomorrows  to  Kemper  Mutual  Funds.  They  can  count  on  Kemper  diligence  and  discipline  to  help  provide 
consistent  long-term  performance.  And  that's  what  you  need  to  start  building  the  tomorrows  you  dream  of  today. 

Call  your  financial  representative  for  information  including  a  prospectus  about  Kemper  Mutual  Funds,  or  call 
Kemper  at  1-800-KFS-8600  ext.  1. 


KemPER 


i 


muTuaL  Funns 


j 


Were  Building  Tomorrows  Today 


Before  you  invest  ir.  a  fund,  carefully  read  the  brochure  and  prospectus  containing  more  complete  informanon,  including  management  fees  and 
expenses.  Fund  performance  cannot  be  guaranteed  and  will  fluctuate.  •  1993  Kemper  Financial  Services,  Inc.   21 5700 


mint  iu  nnu  int  tuu  lmruloi 

u.u.  rniuftiL  uumrmiiLd 

Company 

Rank 

Company 

\»U[npaiiy 

p 

n 

Areata 

601  California  Street,  Suite  1800 
San  Francisco,  CA  94108 
415-781-4200 

321 

BE&K 

2000  International  Park  Drive 
Birmingham,  AL  35243 
205-969-3600 

352 

Brenlin  Group 

670  West  Market  Street 
Akron,  OH  44303 
iib-lbi-iHiv 

1 

Asplundh  Tree  Expert 
708  Blair  Mill  Road 
Willow  Grove,  PA  19090 
215-784-4200 

298 

LL  Bean 

Casco  Street 
Freeport,  ME  04033 
207-865-4761 

221 

Brookshire  Grocery 

PO  Box  1411 
Tyler,  TX  75710 
yu J-DJ4- juuu 

2 

Astrum  International  (1988) 
40301  Fisher  Island  Drive 
Fisher  Island,  FL  33109 
305-532-2426 

155 

Bechtel  Group 

P0  Box  193965 

San  Francisco,  CA  94119 

415-768-1234 

8 

Budget  Rent  a  Car  (1989)  1 
4225  Naperville  Road 
Lisle,  IL  60532 
708-955-1900 

Frederick  Atkins 

1515  Broadway 
New  York,  NY  10036 
212-840-7000 

380 

BeefAmerica 

5600  Harry  Anderson  Avenue 
Omaha,  NE  68137 
402-896-2400 

109 

Bugle  Boy  31 

2900  Madera  Road 
Simi  Valley,  CA  93065 
805-582-1010 

Austin  Industries 

PO  Box  1590 
Dallas.  TX  75221 
214-443-5500 

334 

Belk  Stores  Services 

2801  West  Tyvola  Road 
Charlotte,  NC  28217 
704-357-1000 

70 

Leo  Burnett 

35  West  Wacker  Drive 
Chicago,  IL  60601 
312-220-5959 

2 

Avis 

900  Old  Country  Road 
Garden  City,  NY  11530 
516-222-3000 

100 

Bell  &  Howell  (1988) 
5215  Old  Orchard  Road 
Skokie,  IL  60077 
708-470-7100 

250 

C&S  Wholesale  Grocers 

Old  Ferry  Road 
Brattleboro,  VT  05301 
802-257-4371 

Avondale  Mills 

PO  Box  1046 
Monroe,  GA  30655 
404-267-9411 

340 

Berwind  Corp 

3000  West  Tower  Center  Sq,  1500  Market  St 

Philadelphia,  PA  19102 

215-563-2800 

371 

Capucci  Creations  Internationale 

9565  Santa  Monica  Boulevard 
Beverly  Hills,  CA  90210 
310-275-0700 

3 

Baker  &  McKenzie 

One  Prudential  Plaza,  Suite  3900 
Chicago,  IL  60601 
312-861-8800 

332 

Best  Products  (1988) 
PO  Box  26303 
Richmond,  VA  23260 
804-261-2000 

87 

Cargill 

PO  Box  9300 
Minneapolis,  MN  55440 
612-475-7575 

Baker  &  Taylor  (1992) 
100  First  Stamford  Place 
Stamford,  CF  06902 
203-462-7000 

173 

Bibb 

237  Coliseum  Drive 
Macon,  GA  31201 
912-752-6700 

398 

Carlson  Cos 

Carlson  Parkway,  PO  Box  59159 
Minneapolis,  MN  55459 
612-540-5000 

Bartlett  and  Co 

4800  Main  Street,  Suite  600 
Kansas  City,  MO  64112 
816-753-6300 

218 

Big  V  Supermarkets 

176  North  Main  Street 
Florida,  NY  10921 
914-651-4411 

237 

Carpenter 

P0  Box  27205 
Richmond,  VA  23261 
804-359-0800 

2 

Barton  Malow 

27777  Franklin  Road,  Suite  800 
Southfield,  Ml  48034 
313-351-4500 

240 

Big  Y  Foods 

280  Chestnut  Street,  P0  Box  7840 
Springfield,  MA  01102 
413-784-0600 

306 

Catalyst  Energy  (1988)  2 
560  Lexington  Avenue,  9lh  Floor 
New  York,  NY  10022 
212-826-8600 

Bashas' 

PO  Box  488 
Chandler,  AZ  85244 
602-895-9350 

288 

Booz,  Allen  &  Hamilton 

101  Park  Avenue 
New  York,  NY  10178 
212-697-1900 

238 

Caterair  International  1 

6550  Rock  Spring  Drive 
Bethesda,  MD  20817 
301-897-7800 

Bath  Iron  Works 

700  Washington  Street 
Bath,  ME  04530 
207-443-3311 

198 

Bose 

100  Mountain  Road 
Frammgham,  MA  01701 
508-879-7330 

381 

CH2M  Hill  Cos 

'6060  South  Willow  Drive 
Denver,  CO  80111 
303-771-0900 

2' 

Battelle  Memorial  Institute 

505  King  Avenue 
Columbus,  OH  43201 
614-424-6424 

180 

Braman  Enterprises 

One  South  East  Third  Avenue,  Suite  2130 

Miami,  FL  33131 

305-358-1889 

281 

Charlie  Thomas  Auto  World 

PO  Box  266407 
Houston,  TX  77207 
713-944-8181 

31 
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ECONOMY 


AT  TOYOTA,  we  believe  in  the  importance  of  investing  in  the  communities  where  we 
do  business.  That's  why  we've  invested  over  $5  billion  in  our  operations  here  in 
America.  That's  why  over  the  last  three  years,  we've  doubled  our  U.S.  made  parts 
purchasing  to  more  than  $4.4  billion  per  year.  And  that's  why  almost  half  the  Toyota 
passenger  cars  sold  in  America  are  manufactured  right  here  in  Kentucky  and  California. 

Investing    in    the    things    we    all    care    about.  TOYOTA 

For  more  information  about  Toyota  in  America  write  Toyota  Motor  Corporate  Services,  9  West  57th  Street,  Suite  4900,  New  York,  NY  10019. 


Company 

Rank 

Company 

Rank 

Company 

i/FtdSc  unicrpn^co 
One  Commercial  Plaza 
Hartford,  CT  06103 
203-549-1674 

Cm  iltpr 

PO  Box  169015 
Miami,  FL  33116 
305-380-3800 

RMt  Airusai/c 
ufil  Hiiwayi 

333  Twin  Dolphin  Drive 
Redwood  City,  CA  94065 
415-593-7474 

^ilciMLciHi 

7050  West  71st  Street 
Bedford  Park,  II  60638 
708-594-7000 

273 

Co*  FntprnrKP^ 

PO  Box  105357 
Atlanta.'GA  30348 
404-843-5123 

46 

Dirk  Torn 

PO  Box  10896 
Pittsburgh,  PA  15236 
412-384-1000 

PhrnniHp  Puhli^hinp 
v*i  it  ui  it  ic  ruuiijiiiiig 

901  Mission  Street 
San  Francisco,  CA  94103 
415-777-1111 

397 

Crawford  Fittinp^ 

^/i  uniui  u  i  him  ic  j 

29500  Solon  Road 
Solon,  OH  44139 
216-248-4600 

285 

Two  Executive  Drive 
Somerset,  NJ  08873 
908-469-4444 

Clark  Fntprnri^p*; 

7500  Old  Georgetown  Road 
Bethesda,  MD  20814 
301-657-7100 

151 

Crnwlpv  Marttimp 

155  Grand  Avenue 
Oakland,  CA  94612 
510-251-7500 

128 

("li  1 1 1  naham  C nnctrnrtinn 
ui  1 1 1  ngi  la'  1 1         loll  Ufa  LIUI 1 

5960  Inglewood  Drive 
Pleasanton,  CA  94588 
510-463-3300 

ClubCom 

3030  LBJ  Freeway,  Suite  700 
Dallas,  TX  75234 
214-243-6191 

171 

Crown  Ampriran  A^snriatp^ 

Pasquerilla  Plaza 
Johnstown,  PA  15907 
814-536-4441 

268 

Hnhh^  RrnthprQ  Manaopmpnt 

UIUUICI  j  IVIal  lacCI  1  ICI  1 L 

5170  Sanderlin  Avenue,  Suite  102 
Memphis,  TN  38117 
901-685-8881 

Cora-Cola  Rottlinp  Co  of  Chiraco 

7400  North  Oak  Park  Avenue 
Niles,  IL  60714 
312-775-0900 

203 

CumhprlanH  Farm<; 

wU  1 1 IUCI  la  I  lu  1  all  Mo 

777  Dedham  Street 
Canton,  MA  02021 
617-828-4900 

134 

Dnmimrlf'c  Finpr  Frwirlc 
uxji i in 5  rnici  ruuui 

505  Railroad  Avenue 
Northlake,  IL  60164 
708-562-1000 

Cole  National 

5915  Landerbrook  Drive 
Cleveland,  OH  44124 
216-449-4100 

399 

D'Arrv  Ma^hi<;  Rpnton  &  RowIp^ 

ls  ni^»  majiuo  uci  nui  i  ot  uunivO 

1675  Broadway 
New  York.  NY  10019 
212-468-3622 

304 

nnminn'c  Pi77a 

L'UIIIIIIU  3   r  \LLQ 

PO  Box  997 

Ann  Arbor,  Ml  48106 

313-930-3030 

Collins  &  Aikman  Group  (1989) 
8320  University  Executive  Park,  Suite  102 
Charlotte.  NC  28262 
704-548-2370 

75 

Dart  Confainpr 

L/ul  I  UUI  1  ICI  1 1  ICI 

1952  Field  Road 
Sarasota,  FL  34231 
517-676-3800 

364 

Dr  i  immnnrl 

Lff  Ull  II 1 IUI IU 

PO  Box  1549 
Jasper,  AL  35501 
205-387-0501 

Connell  Co 

45  Cardinal  Drive 
Westfield,  NJ  07090 
908-233-0700 

141 

Dav  Si,  7immprmann 

UOj  OL  £.11  III  MCI  1 1  Ml  II 1 

1818  Market  Street 
Philadelphia,  PA  19103 
215-299-8000 

??9 

845  Larch  Avenue 
Elmhurst,  IL  60126 
708-279-3600 

Connell  Limited  Partnership 

One  International  Place,  Fort  Hill  Square 

Boston,  MA  02110 

617-737-2700 

202 

Edward  J  DpRartnlo 

7620  Market  Street 
Youngstown,  OH  44513 
216-758-7292 

27 

Dlin9wn4  Fnfpmricpc 

L'UMdvallL  L.I  ILcl  pi  IbCl 

PO  Box  443 
Memphis,  TN  38101 
901-369-1500 

Consolidated  Food  Service  Cos 

448  Viking  Drive,  Suite  220 
Virginia  Beach,  VA  23452 
804-463-5000 

354 

Dpi  Mnntp  Fnnrk  'llQfll 
uci  iviuihc  ruuui 

One  Market 

San  Francisco,  CA  94105 
415-247-3000 

/o 

uynvorp 

2000  Edmund  Halley  Drive 
Reston,  VA  22091 
703-264-0330 

Continental  Cablevision 

The  Pilot  House.  Lewis  Wharf 
Boston,  MA  02110 
617-742-9500 

124 

Dplawarp  Wnr+h  Cnc 

438  Main  Street 
Buffalo,  NY  14202 
716-858-5000 

1  1  Q 

uybuii-iMbbiicr-murdn 

230  Park  Avenue 
New  York,  NY  10169 
212-661-4600 

Continental  Grain 

277  Park  Avenue 
New  York,  NY  10172 
212-207-5100 

4 

HplAiffp  J?,  Tnnrhp 

U-IUI'lC  OL    1  UULIIt 

Ten  Westport  Road 
Wilton,  CT  06897 
203-761-3000 

1  7 

FKu  Rrnuun  P ac 

cuy-Diown  uub 

1001  Sullivan  Road 
Aurora,  IL  60507 
708-897-8792 

Coopers  &  Lybrand 

1251  Sixth  Avenue 
New  York,  NY  10019 
212-536-2000 

15 

DeMoulas  Super  Markets 

875  East  Street 
Tewksbury.  MA  01876 
508-851-8000 

103 

84  Lumber 

PO  Box  8484 

Eighty  Four,  PA  15384 

412-228-8820 
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1ERE  ARE  OVER  450,000  BROKERS! 
DO  YOU  WANT  THEIR  ATTENTION? 


In  1993... 
Atlantic  Publishing 
Group,  Inc.  introduced 
Investment  Profiles 
to  the  Financial  Services 
Community. 

Investment  Profiles 
is  upscale.  It  cornbin 
quality  editorial  and 
state-of-the-art  char 

This  targeted  publication 
is  appealing  to  high-- 
consumer  advertiser; 


INVESTMENT  PROFILES  has  the  largest  circulation  of  any  magazine  distributed  exclusively  to 

THE  FINANCIAL  SALES  COMMUNITY.  THE  GUARANTEED  CIRCULATION  IS  100,000. 

TOUSTRY  STATISTICS  INDICATE  THAT  OUR  SELECT  AUDIENCE  IS  TYPICALLY  YOUNG,  AFFLUENT  AND  WELL  EDUCATED. 
THE  AVERAGE  HOUSEHOLD  INCOME  IS  APPROXIMATELY  $160,000  AND  THE  AVERAGE  NET  WORTH  IS  $750,000. 


:CEIVE  A  MEDIA  KIT 

pal  Institutions  should  contact :  Jeffrey  P.  Furman,  Marketing  Director  at  617  241-8669,  or  FAX  617  241-9633. 
msumer  Advertising  information  contact  : 


|  s  E.  Lynch 
i-9306 
7  848-2063 


NEW  YORK 

Calvin  Cobb  Hart 
908  495-6660 
FAX  908  495-6976 


DETROIT 

Donald  L.  Rowe 
313  423-7898 
FAX  313  423-7255 


CHICAGO 

William  A.  Siddon 
312  726-7012 
FAX  312  726-7257 


SOUTHEAST 

Megan  Wendling 
813394-4963 
FAX  81 3  455-0031 


Financial  Sales  Professionals 
subscribe  by  calling  1 800544-9434 
One  year,  $19.90 


DALLAS 

Ms.  Jo  Neese 
214  380-8297 
FAX  21 4  248-2854 


LOS  ANGELES 

Eugene  D.  B'assett 
714  525-8011 
FAX  714  525-8048 
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Elder-Beerman  Stores 

3155  El-Bee  Road 
Dayton,  OH  45439 
513-296-2700 

233 

Ferrellgas 

One  Liberty  Plaza 
Liberty,  MO  64068 
816-792-1600 

312 

E&J  Gallo  Winery  1 

PO  Box  1130 
Modesto,  CA  95353 
209-579-3111 

Encyclopaedia  Britannica 

310  South  Michigan  Avenue 
Chicago,  IL  60604 
312-347-7000 

286 

Fidelity  Investments 

82  Devonshire  Street 
Boston^  MA  02109 
617-570-7000 

64 

Gates 

PO  Box  5887 
Denver,  CO  80217 
303-744-1911 

Enterprise  Products 

P0  Box  4324 
Houston,  TX  77210 
713-880-6500 

351 

Fiesta  Mart 

5235  Katy  Freeway 
Houston,  TX  77007 
713-869-5060 

257 

Gateway  2000 

610  Gateway  Drive 
North  Sioux  City,  SD  57049 
605-232-2000 

1 

Enterprise  Rent-A-Car 

8850  Ladue  Road 
St  Louis,  MO  63124 
314-863-7000 

73 

Finlay  Enterprises 

521  Fifth  Avenue 
New  York,  NY  10175 
212-382-7400 

374 

General  Chemical  Group  2 

Liberty  Lane 
Hampton,  NH  03842 
603-926-5911 

Envirodyne  Industries  (1989) 
701  Harger  Road,  Suite  121 
Oak  Brook,  IL  60521 
708-575-2400 

294 

Flint  Ink 

25111  Glendale  Avenue 
Detroit,  Ml  48239 
313-538-6800 

328 

General  Medical 

8741  Landmark  Road 
Richmond,  VA  23228 
804-264-7500 

1 

Epic  Healthcare  Group 

PO  Box  650398 
Dallas,  TX  75265 
214-443-3333 

149 

Flying  J 

PO  Box  678 

Brigham  City,  UT  84302 
801-734-6400 

210 

Georgia  Crown  Distributing 

PO  Box  7908 
Columbus,  GA  31908 
706-568-4580 

3 

Ernst  &  Young 

787  Seventh  Avenue 
New  York,  NY  10019 
212-773-3000 

13 

Follett 

2233  West  Street 
River  Grove,  IL  60171 
708-583-2000 

280 

GF  Industries 

930  98th  Avenue 
Oakland,  CA  94603 
510-635-5400 

1 

Esprit  de  Corp 

900  Minnesota  Street 
San  Francisco,  CA  94107 
415-648-6900 

300 

Food  4  Less  Supermarkets 

777  South  Harbor  Boulevard 
LaHabra,  CA  90631 
714-738-2000 

38 

GFI  America 

2815  Blaisdell  Avenue,  South 
Minneapolis,  MN  55408 
612-872-6262 

3 

Essex  Group  (1988) 
PO  Box  1601 
Fort  Wayne,  IN  46801 
219-461-4000 

167 

Fort  Howard  (1988) 
PO  Box  19130 
Green  Bay,  Wl  54307 
414-435-8821 

117 

Giant  Eagle 

101  Kappa  Drive 
Pittsburgh,  PA  15238 
412-963-6200 

Esstar 

555  Long  Wharf  Drive,  Suite  12 
New  Haven,  CT  06511 
203-777-2274 

377 

Foster  Farms 

P0  Box  457 
Livingston,  CA  95334 
209-394-7901 

269 

Gilbane  Building 

Seven  Jackson  Walkway 
Providence,  Rl  02940 
401-456-5800 

1 

Estee  Lauder  Cos 

767  Fifth  Avenue 
New  York,  NY  10153 
212-572-4200 

42 

Frank  Consolidated  Enterprises 

666  Garland  Place 
Des  Plaines,  IL  60016 
708-699-7000 

74 

Gillett  Holdings 

555  17th  Street,  Suite  3300 
Denver,  CO  80202 
303-292-0045 

2 

M  Fabrikant  &  Sons 

600  Fifth  Avenue 
New  York,  NY  10020 
212-757-0790 

341 

Freedom  Newspapers 

PO  Box  19549 
Irvine,  CA  92713 
714-553-9292 

363 

Global  Petroleum 

800  South  Street 
Waltham,  MA  02154 
617-894-8800 

Farm  Fresh  (1988) 
7530  Tidewater  Drive 
Norfolk,  VA  23505 
804-480-6700 

242 

Furr's  Supermarkets  (1991) 
1730  Montano  Road,  NW 
Albuquerque,  NM  87107 
505-344-6525 

159 

Golden  State  Foods 

'  18301  Von  Karman  Avenue,  Suite  1100 
Irvine,  CA  92715 
714-252-2000 

1 

Irvin  &  Kenneth  Feld  Productions 

8607  Westwood  Center  Drive 
Vienna,  VA  22182 
703-448-4000 

349 

GAF  (1989) 
1361  Alps  Road 
Wayne,  NJ  07470 
201-628-3000 

144 

Goldman,  Sachs  &  Co 

85  Broad  Street 
New  York,  NY  10004 
212-902-1000 

218 
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Wealthy  families  have  relied  on 

professional  advice  from 
Stein  Roe  &  Farnham  for  years. 

Now  it's  your  turn. 


teinRoe 


SM 


A  new  approach  to  no-load  investing. 

As  a  SteinRoe  Counselor  client,  you'll  enjoy  a  personal 
Portfolio  Recommendation  of  SteinRoe's  mutual  funds, 
based  on  your  specific  needs  and  goals  ...  comprehensive, 
ongoing  advice  suggesting  when  it's  time  to  shift  assets  ... 
distinctive,  personal  service  from  your  own  Counselor 
representative  at  no  charge.  As  a  SteinRoe  Counselor 
Preferred1  client,  you'll  also  enjoy  the  convenience  of 
immediate  and  automatic  SteinRoe- 
directed  portfolio  adjustments  for 
a  nominal  charge. 

For  professional  advice  that  keeps 
up  with  your  changing  needs, 
request  your  FREE  Counselor  Kit.2 


Call  1-800-338-2550  today. 

Not  available  in  ME.  2Minimum  investment  required.  For  more  complete 
information,  call  for  a  prospectus.  Read  it  carefully  before  you  invest. 

Liberty  Securities  Corporation,  Distributor.  Member  of  SIPC.  MG01813 
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Gotodetz 
666  Fifth  Avenue 
New  York,  NY  10103 
212-581-2400 

93 

H  Group  Holding 

200  West  Madison  Street,  39th  Floor 
Chicago,  IL  60606 
312-750-1234 

85 

Holiday  Cos 

PO  Box  1224 
Minneapolis,  MN  55440 
612-830-8700 

1 

Golub 

501  Duaneshurg  Road 
Schenectady,  NY  12306 
518-355-5000 

122 

Hale-Halsell 

PO  Box  582898 
Tulsa,  OK  74158 
918-835-4484 

251 

Holman  Enterprises 

7411  Maple  Avenue 
Pennsauken,  NJ  08109 
609-663-5200 

1 

Gordon  Food  Service 

PO  Box  1787 

Grand  Rapids,  Ml  49501 

616-530-7000 

166 

Hallmark  Cards 

2501  McGee,  PO  Box  419580 
Kansas  City,  MO  64141 
816-274-5111 

35 

Home  Interiors  &  Gifts 

4550  Spring  Valley  Road 
Dallas,  TX  75244 
214-386-1000 

3 

WL  Gore  &  Associates 

555  Papermill  Road 
Newark,  DE 19711 
302-738-4880 

196 

Harbour  Group 

7701  Forsyth  Boulevard,  Suite  600 
St  Louis,  MO  63105 
314-727-5550 

287 

Homeland  Stores 

PO  Box  25008 
Oklahoma  City,  OK  73125 
405-557-5500 

1 

Goya  Foods 

100  Seaview  Drive 
Secaucus,  NJ  07096 
201-348-4900 

379 

Hartz  Group 

667  Madison  Avenue 
New  York,  NY  10021 
212-308-3336 

165 

Horsehead  Industries 

110  East  59th  Street 
New  York,  NY  10022 
212-527-3000 

3 

Grand  Union 

201  Willowbrook  Boulevard 
Wayne,  NJ  07470 
201-890-6000 

36 

Harvard  Industries  (1988) 
PO  Box  527 

Farmingdale,  NJ  07727 
908-938-9000 

263 

Huber  Hunt  &  Nichols 

PO  Box  128 
Indianapolis,  IN  46206 
317-241-6301 

2 

Graybar  Electric 

PO  Box  7231 

St  Louis,  MO  63177 

314-727-3900 

60 

Haworth 

One  Haworth  Center 
Holland,  Ml  49423 
616-393-3000 

255 

JM  Huber 

333  Thornall  Street 
Edison,  NJ  08818 
908-549-8600 

1 

Greenwood  Mills 

PO  Drawer  1017 
Greenwood,  SC  29648 
803-229-2571 

348 

Bill  Heard  Enterprises 

PO  Box  6749 
Columbus,  GA  31907 
706-322-8888 

396 

Hughes  Family  Markets 

14005  Live  Oak  Avenue 
Irwindale,  CA  91706 
818-856-6580 

1 

Grocers  Supply  Co 

PO  Box  14200 
Houston,  TX  77221 
713-747-5000 

88 

Hearst 

959  Eighth  Avenue 
New  York,  NY  10019 
212-649-2000 

58 

Humiston-Keeling 

233  East  Erie  Street,  Suite  200 
Chicago,  IL  60611 
312-943-6066 

1 

GSC  Enterprises 

PO  Box  638 

Sulphur  Springs,  TX  75483 
903-885-7621 

236 

HE8  Grocery 

646  South  Main  Avenue 
San  Antonio,  TX  78204 
210-246-8000 

21 

Huntsman  Chemical 

2000  Eagle  Gate  Tower 
Salt  Lake  City,  UT  84111 
801-532-5200 

Guardian  Industries 

43043  West  Nine  Mile  Road 
Northville,  Ml  48167 
313-347-0100 

110 

Helmsley  Enterprises 

60  East  42nd  Street 
New  York,  NY  10165 
212-687-6400 

111 

Hy-Vee  Food  Stores 

1801  Osceola  Avenue 
Chariton,  IA  50049 
515-774-2121 

Guess? 

1444  South  Alameda  Street 
Los  Angeles,  CA  90021 
213-765-3100 

330 

Hendrick  Automotive  Group 

PO  Box  18649 
Charlotte,  NC  28218 
704-568-5550 

82 

ICC  Industries 

720  Fifth  Avenue 
New  York.  NY  10019 
212-903-1700 

2 

Gulf  States  Toyota 

PO  Box  40306 
Houston,  TX  77240 
713-744-3300 

80 

Hensel  Phelps  Construction 

420  Sixth  Avenue 
Greeley,  CO  80632 
303-352-6565 

261 

Inductotherm  Industries 

'Ten  Indel  Avenue 
Rancocas.  NJ  08073 
609-267-9000 

3 

Gulfstream  Aerospace  (1990) 

P0  Box  2206 
Savannah,  GA  31402 
912-965-3000 

206 

Hillman 

2000  Grant  Building 
Pittsburgh,  PA  15219 
412-281-2620 

84 

Ingram  Industries 

4400  Harding  Road 
Nashville,  TN  37205 
615-298-8200 

220 
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Actually,  we  re  a  bit  of  both. 


Our  roots  are  in  telephone  operations,  which  give  us  solid  revenues  and  financial  stability.  At  the  same  time,  our 
pansion  into  high  growth  fields  such  as  cellular  and  information  services  has  really  helped  us  take  off. 

The  results:  Forbes  500  ranking.  A  five-ypm  total  annual  return  of  25%.  And  32  consecutive  years  of  annual 
vidend  increases.  jBW  1  IVPil 

ALLTEL  Corporation.  For  more  information,  call  us  at  (501)  661  -IV^l  tiNrwvLdLCL 

CORPORATION 


ALLTEL  Telephone  •  ALLTEL  Mobile  •  Systematics  •  Computer  Power.  Inc.  •  ALLTEL  Supply  •  I  \WC 
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Inland  Group 

2901  Butterfield  Road 
Oak  Brook,  IL  6052! 
/08-218-8000 

333 

SC  Johnson  &  Son 

.    1525  Howe  Street 
Racine,  Wl  53403 
414-631-2000 

30 

Ben  E  Keith 

600  East  Ninth  Street 
Fort  Worth,  TX  76102 
817-332-9171 

36 

Inserra  Supermarkets 
20  Ridge  Road 
Mahwah,  NJ  07430 
201-529-5900 

375 

WB  Johnson  Properties 

3414  Peachtree  Road  NE,  Suite  300 
Atlanta,  GA  30326 
404-237-5500 

322 

Peter  Kiewit  Sons' 

1000  Kiewit  Plaza 
Omaha,  NE  68131 
402-342-2052 

Interlaken  Capital 

165  Mason  Street 
Greenwich,  CT  06830 

203-629-8750 

45 

Edward  D  Jones  &  Co 

201  Progress  Parkway 
Maryland  Heights,  MO  63043 
314-851-2000 

310 

King  Kullen  Grocery 

1194  Prospect  Avenue 
Westbury,  NY  11590 
516-333-7100 

22 

International  Controls 

2016  North  Pitcher  Street 
Kalamazoo,  Ml  49007 
616-343-6121 

225 

Jordan 

Nine  West  57th  Street 
New  York,  NY  10019 
212-755-9710 

97 

Koch  Industries 

4111  East  37th  Street  North 
Wichita,  KS  67220 
316-832-5500 

International  Data  Group 

One  Exeter  Plaza,  15th  Floor 
Boston,  MA  02116 
617-534-1200 

172 

Jordan  Motors 

609  East  Jefferson  Boulevard 
Mishawaka,  IN  46545 
219-259-1981 

86 

Kohler 

444  Highland  Drive 
Kohler,  Wl  53044 
414-457-4441 

S 

Investor's  Management 

5151  Glenwood  Avenue 
Raleigh,  NC  27626 
919-781-9310 

392 

Earle  M  Jorgensen  (1990) 
3050  East  Birch  Street 
Brea,  CA  92621 
714-579-8823 

209 

Perry  H  Koplik  &  Sons 

505  Park  Avenue 
New  York,  NY  10022 
212-752-2288 

37 

Irvine  Co 

550  Newport  Center  Drive 
Newport  Beach,  CA  92660 
714-720-2000 

199 

Journal  Communications 

PO  Box  661 
Milwaukee,  Wl  53201 
414-224-2000 

347 

KPMG  Peat  Marwick 

767  Fifth  Avenue 
New  York,  NY  10153 
212-909-5000 

1 

Island  Lincoln-Mercury  Group 

1850  E  Merntt  Island  Causeway 
Merritt  Island,  FL  32952 
407-452-9220 

195 

JP  Foodservice 

7250  Parkway  Drive,  Suite  300 
Hanover,  MD  21076 
410-712-6150 

147 

Lane  Industries 

1200  Shermer  Road 
Northbrook,  IL  60062 
708-498-6789 

4C 

J  Crew 

625  Sixth  Avenue 
New  York,  NY  10011 
212-886-2500 

389 

JPS  Textile  Group 

555  North  Pleasantburg  Drive,  Suite  202 
Greenville,  SC  29607 
803-271-9919 

183 

Lanoga 

17946  NE  65th  Street 
Redmond,  WA  98073 
206-883-4125 

3C 

Jeld-Wen 

3303  Lakeport  Boulevard 
Klamath  Falls,  OR  97601 
503-882-3451 

359 

Jupiter  Industries 

919  North  Michigan  Avenue 
Chicago,  IL  60611 
312-642-6000 

222 

Lear  Seating  (1988) 
21557  Telegraph  Road 
Southfield,  Ml  48034 
313-746-1500 

11 

Jitney  Jungle  Stores  of  America 

PO  Box  3409 
Jackson,  MS  39207 
601-948-0361 

137 

K&B 

K&B  Plaza,  Lee  Circle 
New  Orleans,  LA  70130 
504-586-1234 

343 

Lechmere  (1989) 
275  Wildwood  Street 
Woburn,  MA  01801 
617-935-8320 

21 

JM  Family  Enterprises 

100  Northwest  12th  Avenue 
Deerfield  Beach,  FL  33442 
305-429-2000 

44 

K-lll  Communications 

745  Fifth  Avenue,  22nd  Floor 
New  York,  NY  10151 
212-745-0100 

212 

Lefrak  Organization 

97-77  Queens  Boulevard 
Rego  Park,  NY  11374 
718-459-9021 

3 

JMB  Realty 

900  North  Michigan  Avenue 
Chicago,  IL  60611 
312-440-4800 

319 

K-VA-T  Food  Stores 

329  North  Main  Street 
Grundy,  VA  24614 
703-935-4587 

320 

Lennox  International 

PO  Box  799900 
Dallas,  TX  75379 
214-497-5000 

14 

Johnson  &  Higgins 

125  Broad  Street 
New  York,  NY  10004 
212-574-7000 

153 

Kash  n'  Karry  Food  Stores  (1988) 
6422  Harney  Road 
Tampa,  FL  33610 
813-521-0200 

133 

Leprino  Foods 

1830  West  38th  Avenue 
Denver,  CO  80211 
303-480-2600 

36 

222 


Forbes  ■  December  6,  1' 


illiam  Tel!  Monument,  Altdorf 


alue  of  Liberty,  New  York 


:redit  Suisse's  success  is  rooted  in  the  free-enterprise 
aditions  of  one  of  the  world's  longest-established 
emocracies.  We  combine  the  essential  qualities  of 
iwiss  stability,  security  and  reliability  with  a  dynamic 
lobal  presence. 


Credit  Suisse,  in  partnership  with  CS  First  Boston 
Group,  Inc.,  is  one  of  the  world's  leading  international 
financial  services  groups.  Full-service  banking 
backed  by  solid  Swiss  tradition  -  it's  a  combination 
that's  hard  to  beat. 


We  do  more  to  keep  you 


at  the  top. 


3ad  Office:  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres.  In  the  USA  and  Canada:  New  York  ■  Los  Angeles  •  Atlanta  •  Chicago  ■  Houston  ■  Miami 

San  Francisco  •  Toronto  Vancouver 
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Levi  Strauss  & 

1155  Battery  Street 
San  Francisco,  CA  54111 
415-544-6000 

16 

Martin  Oil  Marketing  Ltd  &  Affil  Cos 

4501  West  127  Street 
Alsip,  IL  60658 
708-385-6500 

315 

Mid-Atlantic  Cars 

10287  Lee  Highway 
Fairfax,  VA  22030 
703-352-5555 

Lewis  Homes  Management 
PO  Box  670 
Upland,  CA  91785 
909-985-0971 

383 

Mary  Kay  Cosmetics 

8787  Stemmons  Freeway 
Dallas,  TX  75247 
214-630-8787 

276 

Milliken  &  Co 

PO  Box  1926 
Spartanburg,  SC  29304 
803-573-2020 

Lexmark  International 

55  Railroad  Avenue 
Greenwich,  CT  06836 
203-629-6700 

52 

Mayfair  Supermarkets  (1989) 
681  Newark  Avenue 
Elizabeth,  NJ  07208 
908-352-6400 

291 

Minyard  Food  Stores 

PO  Box  518 
Coppell,  TX  75019 
214-393-8700 

2 

Lincoln  Property 

500  North  Akard,  Suite  3300 
Dallas,  TX  75201 
214-740-3300 

114 

MBM  Corp 

PO  Box  2856 

Rocky  Mount,  NC  27802 

919-985-7200 

168 

Montgomery  Ward  &  Co  (1988) 
Montgomery  Ward  Plaza 
Chicago,  IL  60671 
312-467-2000 

Little  Caesar  Enterprises 

2211  Woodward  Avenue 
Detroit.  Ml  48201 
313-983-6000 

163 

McCarthy 

1341  North  Rock  Hill  Road 
St  Louis,  MO  63124 
314-968-3300 

234 

Benjamin  Moore  &  Co 

51  Chestnut  Ridge  Road 
Montvale,  NJ  07645 
201-573-9600 

3 

Long  John  Silver's  (1989) 
101  Jernco  Drive 
Lexington,  KY  40579 
606-263-6000 

267 

McCrory 

667  Madison  Avenue.  12th  Floor 
New  York,  NY  10021 
212-735-9500 

113 

Moorman  Manufacturing 

1000  North  30th  Street 
Quincy,  IL  62301 
217-222-7100 

1 

Lykes  Bros 

PO  Box  1690 
Tampa,  FL  33601 
813-223-3981 

162 

McJunkin 

PO  Box  513 
Charleston,  WV  25322 
304-348-5211 

295 

Morse  Operations 

6363  NW  6  Way,  Suite  400 
Fort  Lauderdale,  FL  33309 
305-351-0055 

William  Lyon  Co 

4490  Von  Karman  Avenue 
Newport  Beach,  CA  92660 
714-833-3600 

336 

McKee  Foods 

PO  Box  750 
Collegedale,  TN  37315 
615-238-7111 

292 

MA  Mortenson 

PO  Box  710 

Minneapolis.  MN  55440 
612-522-2100 

2 

MacAndrews  &  Forbes  Holdings 

36  East  63rd  Street 
New  York,  NY  10021 
212-688-9000 

37 

McKinsey  &  Co 

55  East  52nd  Street 
New  York,  NY  10022 
212-446-7000 

107 

Moyer  Packing 

PO  Box  395 
Souderton,  PA  18964 
215-723-5555 

3 

RH  Macy  &  Co 

Eleven  Penn  Plaza 
New  York,  NY  10001 
212-695-4400 

11 

MediaNews  Group 

4888  Loop  Central  Drive,  Suite  525 
Houston,  TX  77081 
713-295-3800 

323 

MTD  Products 

PO  Box  368022 
Cleveland.  OH  44136 
216-225-2600 

3 

Magnavox  Electronic  Systems 

1313  Production  Road 
Fort  Wayne,  IN  46808 
219-429-6000 

386 

Meijer 

2929  Walker,  NW 
Grand  Rapids,  Ml  49504 
616-453-6711 

23 

MTS 

2500  Del  Monte  Street,  Building  C 
West  Sacramento,  CA  95691 
916-373-2500 

2 

Maritz 

1375  North  Highway  Drive 
Fenton,  MO  63099 
314-827-4000 

307 

Menasha 

PO  Box  367 
Neenah,  Wl  54957 
414-751-1000 

271 

National  Distributing 

One  National  Drive  SW 
Atlanta,  GA  30336 
404-696-9440 

1 

Marmon  Group 

225  West  Washington  Street 
Chicago,  IL  60506 
312-372-9500 

24 

Metallurg 

25  East  39th  Street 
New  York,  NY  10016 
212-686-4010 

270 

Newark  Group 

'  20  Jackson  Drive 
Cranford,  NJ  07016 
908-276-4000 

3 

Mars 

6885  Elm  Street 
McLean.  VA  22101 
703-821-4900 

5 

Metromedia 

One  Meadowlands  Plaza 
East  Rutherford.  NJ  07073 
201-804-6400 

66 

North  Pacific  Lumber 

PO  Box  3915 
Portland,  OR  97208 
503-231-1166 

2 

224 
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ier  or  later,  you'll  get  an 
it  of  Memory"  message. 
1 3ther  your  386/486  has 
1  megabyte  or  16. 

li  network  utilities  need  memory  right 
|ur  programs  need  it,  too.  It's  called 
w  'conventional'  memory. 
|ng  RAM  to  your  PC  just  gives  you 
landed  or  extended  memory  — 
h  to  some  programs,  but  not  to  TSRs 
Itilities,  device  drivers  or  network 
Ike  Novell  NetWare.  Fortunately, 
I  easy  software  solution  to  'out  of 
I  problems. 

Your  Cake  and  Eat  it,  Too. 

ie  memory  you  have,  the  more  flexi- 
li  reliability  you  can  enjoy.  Thanks  to 


DOS  6  w/o  MemMaker 
X)S6withMemMaker 
IEMM-386v6  Optimize 
j  QEMM  version  7  Optimize 


400K 


eooK 


'DOS  with  and  without  MemMaker  and  with 
)  and  our  new  QEMM  7  runs  away  from  all  of 
?m  See  details  of  test  conditions  below. 


our  patent-pending  'stealth'  tech- 
nology, QEMM  finds  as  much  as  96K  more 
high  memory  than  other  memory  managers. 

No  one  has  yet  been  able  to  match  our 
performance.  No  wonder  QEMM  outsells 
all  the  others  put  together! 

QEMM!  1  puts  the  maximum  memory  right 
where  your  favorite  programs  need  it  so  you 

"I  needed  another  32K  for  my  favorite  TSR. 
I  added  2  megabytes.  I  still  need  32KI  What  gives?" 

can  run  them  and  TSRs  without  'out  of 
memory'  problems  or  conflicts.  That  keeps 
your  PC  running  smoothly  and  performance 
at  its  best. 

Protect  Your  Productivity; 
Keep  Your  Work  Safe. 

Any  task,  from  programming  to  writing  the 
company  business  plan  to  composing  a 
personal  letter,  takes  time  and  thought. 
Your  PC  is  supposed  to  make  that  process 
-  easier;  your  output  better.  When  you  can't 
run  your  favorite  grammar-checking  TSR  or 
have  to  get  by  without  a  vital  network  utility, 
you're  sacrificing  productivity. 


Whether  you're  running  MS-DOS, 
PC-DOS,  DR  DOS,  Novell  DOS  or  MS 
Windows;  one  megabyte  or  eight,  don't  sacri- 
fice; don't  compromise;  don't  risk  losing  work. 

Managing  your 
memory  well  is  the  best 
way  to  assure  your  work 
won't  go  to  waste. 

QEMM  version  7  is  the 
most  powerful,  flexible 
the  new  Manifest,  the  memory  manager  you  can 
award-winning    buy  It's  the  utility  that  finds 

memory  analyzer  that  , 

helpsyouseehow   more  memory  when 
your  PC  works,     nothing  else  can. 
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terdeck  Office  Systems,  150  Pico  Boulevard,  Santa  Monica,  CA  90405  (310)  392-9851  Fax  (310)  3144219 

rdeck  International  Ltd.,  B.I.M.  House,  Crofton  Terrace,  Dun  Laoghaire  Co.  Dublin,  Ireland  Tel.(353)  (1)  284-1444  Fax:  (353)  (1)  2844380 
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Company  Rank         Company  Rank         Company  I 


Northwestern  Steel  &  Wire  (1388) 
121  Wallace  Street 
Sterling,  IL  61081 
815-625-250C 

314 

Phar-Mor 

PO  Box  400 

Youngstown,  OH  44501 
216-746-6641 

59 

Randall's  Food  Markets 

3663  Briar  Park 
Houston,  TX  77042 
713-268-3500 

NWA  (1989) 
5101  NW  Drive 
St  Paul.  MN  55111 
612-726-2111 

7 

Placid  Oil 

1601  Elm  Street,  Suite  3800 
Dallas-,  TX  75201 
214-880-1000 

344 

Rayovac 

601  Rayovac  Drive 
Madison,  Wl  53711 
608-275-3340 

Olan  Mills 

PO  Box  23456 
Chattanooga,  TN  37422 
615-622-5141 

365 

PMC 

PO  Box  1367 

Sun  Valley,  CA  91353 

818-896-1101 

192 

Red  Apple  Group 

823  Eleventh  Avenue 
New  York,  NY  10019 
212-580-6805 

Ormet 

State  Route  Seven 
Hannibal,  OH  43931 
614-483-1381 

309 

Polo  Ralph  Lauren 

650  Madison  Avenue 
New  York,  NY  10022 
212-318-7000 

67 

Renco  Group 

45  Rockefeller  Plaza 
New  York,  NY  10011 
212-541-6000 

Oxbow 

1601  Forum  Place 

West  Palm  Beach,  FL  33401 

407-697-4300 

125 

Potamkin  Manhattan 

787  Eleventh  Avenue 
New  York,  NY  10019 
212-603-7231 

185 

Republic  Engineered  Steels  (1989) 
410  Oberlin  Road  SW 
Massillon,  OH  44648 
216-837-6302 

Pacific  Holding 

10900  Wilshire  Boulevard,  16th  Floor 
Los  Angeles,  CA  90024 
310-208-6055 

330 

Price  Waterhouse 

1251  Avenue  of  the  Americas 
New  York,  NY  10020 
212-819-5000 

26 

Restaurant  Enterprises  Group 

18831  Von  Karman  Avenue 
Irvine,  CA  92715 
714-757-7900 

Packard  Bell  Electronics 

9425  Canoga  Avenue 
Chatsworth,  CA  91311 
818-886-4600 

161 

Prospect  Motors 

PO  Box  1025 
Jackson,  CA  95642 
209-223-1740 

91 

Rich  Products 

1150  Niagara  Street 
Buffalo,  NY  14213 
716-878-8000 

RB  Pamplin 

900  SW  Fifth  Avenue,  Suite  1800 
Portland,  OR  97204 
503-248-1133 

241 

Publix  Super  Markets 

PO  Box  407 
Lakeland,  FL  33802 
813-688-1188 

9 

CH  Robinson 

8100  Mitchell  Road,  Suite  200 
Eden  Prairie,  MN  55344 
612-937-8500 

Charles  Pankow  Builders 

2476  North  Lake  Avenue 
Altadena,  CA  91001 
213-684-2320 

362 

Purity  Supermarkets  (1991) 
101  Biller tea  Avenue 
North  Billerica,  MA  01862 
508-663-0750 

157 

Rocco  Enterprises 

PO  Box  549 

Harrisonburg,  VA  22801 
703-568-1400 

Paragon  Group 

7557  Rambler  Road,  Suite  1200 
Dallas,  TX  75231 
214-891-2000 

339 

Quad/Graphics 

W224  N3322  Duplainville  Road 
Pewaukee,  Wl  53072 
414-246-9200 

290 

Rock-Tenn 

PO  Box  4098 
Norcross,  GA  30091 
404-448-2193 

Parsons  &.  Whittemore 

Four  International  Drive 
Ryebrook,  NY  10573 
914-937-9009 

244 

Quality  King  Distributors 

2060  Ninth  Avenue 
Ronkonkoma.  NY  11779 
516-737-5555 

214 

Roll  International 

12233  W  Olympic  Boulevard,  Suite  380 
Los  Angeles,  CA  90064 
310-442-5700 

Parsons  Corp 

100  West  Walnut  Street 
Pasadena,  CA  91124 
818-440-2000 

77 

QuikTrip 

PO  Box  3475 
Tulsa,  OK  74101 
918-836-8551 

189 

Roseburg  Forest  Products 

PO  Box  1088 
Roseburg.  OR  97470 
503-679-3311 

Penske 

13400  Outer  Drive  West 
Detroit,  Ml  48239 

tit  c  no  c  Ann 

313-592-5000 

32 

Racetrac  Petroleum 

PO  Box  105035 
Atlanta,  GA  30348 
404-431-7600 

228 

Rosenthal  Cos 

.  1550  Wilson  Boulevard,  Suite  700 
Arlington,  VA  22209 
703-522-2300 

Perdue  Farms 

PO  Box  1537 
Salisbury,  MD  21802 
410-543-3000 

101 

Raley's 

500  West  Capitol  Avenue 
West  Sacramento,  CA  95605 
916-373-3333 

63 

S&P  Co 

100  Shoreline  Highway,  Bid  B,  Suite  315 
Mill  Valley,  CA  94941 
415-332-0550 

226 
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Franklin  Global  Utilities  Fund 


Global  Power  Behind  Utilities  Growth 


More  and  more,  emerging  nations  are 
making  strides  towards  free-market  economic 
development.  As  a  result,  their  demand  for  basic 
utilities  such  as  water,  electricity  and  telecommu- 
nications increases  each  day.f  And  that  could 
make  the  Franklin  Global  Utilities  Fund  a 
growth  opportunity  for  you. 

The  Franklin  Global  Utilities  Fund  seeks 
to  capitalize  on  this  potential  for  growth  by 
investing  in  equity  and  debt  securities  of  utility 
companies  located  in  growth  areas  throughout 
the  world.  Franklin's  management  team  evaluates 
utility  companies,  based  on  location,  regulatory 
climate,  earnings  and  management  history.  The 
result  is  a  portfolio  designed  to  combine  current 
income  and  capital  appreciation. 

Call  your  investment  advisor  or  Franklin 
today  for  a  free  brochure. 


f  Foreign  investing  is  subject  to  special  risks  discussed  in  the  fund's  prospectus. 
Franklin/ Templeton  Distributors,  Inc. 

A  Proud  Member  of  the  $105  Billion  Franklin /Templeton  Group 


Call  1-800- 
342-FUND 
Ext.  1588 

r 

Franklin  Funds 

777  Manners  Island  Boulevard 
San  Mateo,  CA  94404-1585 

jfei/ 1  would  like  a  Jree  prospectus 
containing  more  complete  information  on 
the  Franklin  Clohal  Utilities  Fund, 
including  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest  or  send 
money. 

□  /  am  currently  a  Franklin 
shareholder. 

Name 

Address 

City/State/Zip 

Daytime  Phone 

FOB93 
IS88 
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Company 

Rank 

Company 

Rank 

Company  F 

Sammons  Enter  >j;ises 
300  Crescent  Court,  Suite  700 
Dallas,  TX  75201 
214-855-2800 

Qhnmrnrlf  FciaHc 

2228  North  Black  Canyon  Highway 
Phoenix,  AZ  85009 
602-272-6721 

345 

Stater  Bros  Markets 

21700  Barton  Road 
Colton,  CA  92324 
909-783-5100 

Santa  Monica  Kord 

1230  Santa  Monica  Boulevard 
Santa  Monica,  CA  90404 
310-451-1588 

51  3 

^iprr^  Parifir  InrliiQtrip^ 

OlCild  rdLIMC  IIIUU3UIU3 

PO  Box  496028 
Redding,  CA  96049 
916-365-3721 

279 

Steelcase 

PO  Box  1967 

Grand  Rapids,  Ml  49501 

616-247-2710 

C  aiio  ft/1  ^  rt       mpriYi  a  r  U ptc 

OdVc  IVldll  oupcriiidiftcii 

PO  Box  4278 
Modesto,  CA  95352 
209-577-1600 

121 

Silpan  (19891 

Four  Landmark  Square,  Suite  301 
Stamford,  CT  06901 
203-975-7110 

265 

Stevedoring  Services  of  America 

3415  Eleventh  Avenue  SW 
Seattle,  WA  98134 
206-623-0304 

Q^rinoiHor  National 

PO  Box  2545 
Green  Bay,  Wl  54306 
414-592-5100 

138 

Mplvin  Simnn  &  A^nriatps 

IVICIVIII  0 1 1 1 IUI 1  OC  noDv^lCllCJ 

PO  Box  7033 
Indianapolis,  IN  46207 
317-636-1600 

254 

Stroh  Brewery 

100  River  Place 
Detroit,  Ml  48207 
313-446-2000 

JLIIIiULft  IVIdfftCLD 

11420  Lackland  Road 
St  Louis,  MO  63146 
314-994-4400 

123 

IP  Simnlnt  Co 

PO  Box  27 
Boise,  ID  8370? 
208-336-2110 

69 

Sunbelt  Beverage  (1989) 
2330  W  Joppa  Road 
Lutherville,  MD  21093 
410-832-7740 

C/»  hnttpnctp  i  n  ^tnrpc 
OlMUllCl  IMCIM  OLUitrb 

1800  Moler  Road 
Columbus,  OH  43207 
614-221-9200 

^imnenn  Inupctmpnt 

Oil  1  l[JoUI  1  IIIVCoLIIICIIl 

1201  Third  Avenue,  Suite  4900 
Seattle,  WA  98101 
206-224-5000 

179 

Supermarkets  General 

301  Blair  Road 
Wood  bridge.  NJ  07095 
908-499-3000 

^rhrPihpr  FnoHc 

P0  Box  19010 
Green  Bay,  Wl  54307 
414-437-7601 

106 

Sinclair  Oil 

o 1 1  il> la 1 1  wi  i 

PO  Box  30825 

Salt  Lake  City,  UT  84130 

801-524-2700 

90 

Sverdrup 

13723  Riverport  Drive 
Maryland  Heights,  MO  63043 
314-436-7600 

Srhwan\  Salp^  Fntprnrkp^ 

JLMndll  o  o<J  IT  1  LI  1 ICI  pi  1  jCj 

115  West  College  Drive 
Marshall,  MN  56258 
507-532-3274 

68 

SUarirlpn  ArrK  Slafp  Mpaphpr  ft  Flnm 

JrtaUUCI ! ,  r\  \  \J ;> ,  Ola  LC ,  1 VI  tag  1  Id  QL  I  IUI 1 1 

919  Third  Avenue 
New  York,  NY  10022 
212-371-6000 

391 

Sweet  Life  Foods 

1120  Harvey  Lane 
Suffield,  CT  06078 
203-623-1681 

Srhwpomann  fXiant  ^nnpr  M^rUptQ 

Jl>l  InCgH  Idl  II 1  Olalll  OlipCI  IVIdlTVClo 

PO  Box  26099 

New  Orleans,  LA  70186 

504-947-9921 

373 

919  Third  Avenue,  26th  Floor 
New  York,  NY  10022 
212-415-7100 

248 

TAD  Technical  Services 

639  Massachussetts  Avenue 
Cambridge,  MA  02139 
617-868-1650 

Scipnrp  Annliration^  Intprnatinnal 

10260  Campus  Point  Drive 
San  Diego,  CA  92121 
619-546-6000 

81 

SnvHprfvPnpral 
oiiyuciuciicidi 

3219  McKinney  Avenue 
Dallas,  TX  75204 
214-754-0500 

200 

Tang  Industries 

1965  Pratt  Boulevard 
Elk  Grove  Village,  IL  60007 
708-806-7600 

Scoular 

\J\r  \JU  Idl 

2027  Dodge  Street 
Omaha,  NE  68102 
402-342-3500 

140 

Sni  ithu/irp 

OUU 11 IV*  1 1  c 

PO  Box  1000 
Carrollton,  GA  30119 
404-832-4242 

96 

Tennessee  Restaurant 

One  Pierce  Place,  Suite  100E 
Itasca,  IL  60143 
708-250-0471 

Sealy  (1989) 
1228  Euclid  Avenue 
Cleveland,  OH  44115 
216-522-1310 

256 

Snartan  Milk 

O pal  La  1 1  1 VI 1 1 1 5 

PO  Box  1658 
Spartanburg,  SC  29304 
803-574-0211 

395 

Thermadyne  Holdings 

101  South  Hanley  Road 
St  Louis,  MO  63105 
314-746-2123 

Service  America 

88  Gatehouse  Road 
Stamford,  CT  06904 
203-964-5000 

176 

Snppialtu  Rpfsilprc 

OjJtrLldliy  RCldl'Clb 

10201  South  Main  Street 
Houston,  TX  77025 
713-667-5601 

338 

Thriftway  Food-Drug 

•  4901  Hunt  Road 
Cincinnati,  OH  45242 
513-984-0500 

Services  Group  of  America 

4025  Delridge  Way  SW,  Suite  500 
Seattle,  WA  98106 
206-251-9100 

102 

Thrifty  (1992) 

3424  Wilshire  Boulevard 
Los  Angeles,  CA  90010 
213-251-6000 

228 
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Company  Rank         Company  Rank         Company  Ra 


Thrifty  Oil  301 
10000  Lakewood  Boulevard 
Downey,  CA  90240  ■ 
310-923-9876 

United  Van  Lines  178 

One  United  Drive 
Fenton,  MO  63026 

314-326-3100  £H 

Wherehouse  Entertainment  (1988)  3 
19701  Hamilton  Avenue 
Torrance,  CA  90502 
310-538-2314 

Tishman  R-  iity  &  Construction  Co  346 

666  Fifth  Avenue 
New  York,  NY  10103 
212-399-3600 

US  Foodservice  79 

1065  Highway  315,  Suite  101 
Wilkes-Barre,  PA  18702 
717-822-0902 

Whiting-Turner  Contracting  3 

300  East  Joppa  Road 
Towson,  MD  21286 
410-821-1100 

TLC  Beatrice  International  Holdings  72 

Nine  West  57th  Street,  48th  Floor 
New  York,  NY  10019 
212-756-8900 

VT  131 

8500  Shawnee  Mission  Pky,  Suite  200 
Merriam,  KS  66202 
913-432-6400 

Whitmire  Distribution  (1988) 
81  Blue  Ravine  Road 
Folsom,  CA  95630 
916-985-5180 

Topa  Equities  Ltd  302 

1800  Avenue  of  the  Stars,  Suite  1400 
Los  Angeles,  CA  90067 
310-203-9199 

Walbridge,  Aldinger  366 

613  Abbott  Street 
Detroit,  Ml  48226 
313-963-8000 

Wickland  Oil  2 

PO  Box  13648 
Sacramento,  CA  95853 
916-978-2500 

Towers  Perrin  249 

245  Park  Avenue 
New  York,  NY  10167 
212-309-3400 

Walter  Industries  (1988)  98 
1500  North  Dale  Mabry  Highway 
Tampa,  FL  33607 
813-871-4811 

Wilbur-Ellis  1 

320  California  Street 
San  Francisco.  CA  94104 
415-772-4000 

Trammell  Crow  Residential  215 

2859  Paces  Ferry  Road,  Suite  1400 
Atlanta,  GA  30339 
404-801-1600 

Jim  Walter  (1988)  277 
4010  Boy  Scout  Boulevard 
Tampa,  FL  33607 
813-873-4194 

Woodward  &  Lothrop/John  Wanamaker  1 

1025  F  Street  NW 
Washington,  DC  20013 
202-879-8222 

Transammonia  95 

350  Park  Avenue 
New  York,  NY  10022 
212-223-3200 

Warren  Equities  274 

375  Park  Avenue,  Suite  2502 
New  York,  NY  10052 
212-751-8100 

WordPerfect  2 

1555  North  Technology  Way 
Orem,  UT  84057 
801-225-5000 

Treasure  Chest  Advertising  305 

511  West  Citrus  Edge 
Glendora,  CA  91740 
818-914-3981 

Washington  252 

PO  Box  8182 
Missoula,  MT  59807 
406-523-1300 

World  Color  Press  1 

101  Park  Avenue 
New  York,  NY  10178 
212-455-9271 

Trump  Organization  55 

725  Fifth  Avenue 
New  York,  NY  10022 
212-832-2000 

Wawa  227 

Red  Roof,  Baltimore  Pike 
Wawa,  PA  19063 
215-358-8000 

WWF  Paper  2 

Two  Bala  Plaza 

Bala  Cynwyd,  PA  19004 

215-667-9210 

21  International  Holdings  99 

153  East  53rd  Street 
New  York.  NY  10022 
212-230-0400 

Wegmans  Food  Markets  71 

PO  Box  844 
Rochester,  NY  14692 
716-328-2550 

Young  &  Rubicam  1 

285  Madison  Avenue 
New  York,  NY  10017 
212-210-3000 

UIS  226 

600  Fifth  Avenue,  27th  Floor 
New  York,  NY  10020 
212-581-7660 

West  Publishing  311 

610  Opperman  Drive 
Eagan,  MN  55123 
612-687-7000 

Young's  Market  1 

500  South  Central  Avenue 
Los  Angeles,  CA  90013 
213-629-5571 

Uniroyal  Chemical  (1989)  177 
World  Headquarters 
Middlebury,  CT  06749 
203-573-2000 

Westfield  Cos  324 

One  Park  Circle,  PO  Box  5001 
Westfield  Center,  OH  44251 
216-887-0101 

HB  Zachry  2 

PO  Box  21130 

San  Antonio,  TX  78221 

210-922-1213 

United  Co  378 

PO  Box  1280 
Bristol,  VA  24203 
703-466-3322 

Wheaton  Industries  329 

1101  Wheaton  Avenue 
Millville.  NJ  08332 
609-825-1400 

Zeigler  Coal  Holding  1 

.  50  Jerome  Lane 
Fairview  Heights,  IL  62208 
618-394-2400 

United  Parcel  Service  3 

400  Perimeter  Center  terraces  North 
Atlanta,  GA  30346 
404-913-7123 

Ziff  Communications  2 

One  Park  Avenue 
New  York,  NY  10016 
212-503-3500 
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For  an  idea  of  how  much  color  copier  experience 
we  have,  push  this  1.2  billion  times. 


:e  1987,  when  Canon  introduced 
lie  world's  first  Color  Laser 
pr,  our  copiers  have  made  a 
ping  one  billion,  two  hundred 
m  color  copies. 

i?s  no  wonder  Canon  has  been 
^surpassed  leader  in  color  copiers 
:x  consecutive  years,  with  equally  unsurpassed  color  quality, 
'xlay,  Canon  makes  the  most  technologically  sophisticated 
copiers  available,  including  copiers  that  can  even  connect  to 


your  computer.  And  because  different  work  environments  have 
different  needs,  Canon  offers  a  choice  of  color  copier  solutions. 
One  sure  to  fit  your  needs. 

So  if  you  want  the  experience  of  Canon  color  copiers  behind 
you,  start  pushing:  *»5D 
1-800-OK- 
CANON.  We'll 
immediately 
rush  you  a  free 


Color  Solutions  guide. 


:  Official  Copier  of 
:  WorldCuplRAW" 


Canon 
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TED  BY  JOSHUA  LEUINE 


McDonald's  continues  to  eat  the  competition's  lunch, 
but  the  competition  is  eating  McD's  dinner. 

Empty  tables 


By  Marcia  Bcrss 


i 
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IT'S  6  p.m.  in  Northbrook,  a  Chicago 
suburb,  and  the  local  McDonald's  is 
mostly  empty.  It's  a  different  scene 
nearby  at  Chili's,  a  casual  dining 
chain  owned  by  Brinker  Internation- 
al. The  place  is  teeming  with  families 
with  kids,  McDonald's  core  market, 
busily  chowing  down  things  like 
hamburgers  and  chicken.  Dinner 
here  costs  a  few  bucks  more  than  at 
McDonald's,  but  there's  a  wider 
food  selection,  better  ambiance,  and 
table  service. 

The  contrast  is  giving  McDonald's 
management  fits.  In  tests  in  Dayton, 
Ohio,  Rochester,  N.Y.  and  other 
towns,  McDonald's  tried  tempting 
families  with  pizza,  pasta  offerings 
and  a  skinless  roast  chicken  entree. 

The  dinner  bell  never  rang.  This 
spring  the  world's  largest  food  server 


(1992  systemwide  sales,  $21.9  bil- 
lion) admitted  defeat  and  canned  the 
dinner  test. 

Without  dinner,  McDonald's  looks 
close  to  topped  out  in  the  U.S.  For  the 
last  five  years  McDonald's  Corp.'s 
U.S.  revenues  have  stagnated  at  about 
$3.8  billion.  Domestic  operating 
earnings  are  up  4%,  to  $1.04  billion, 
but  that's  mostly  because  McDon- 
ald's has  been  cutting  costs  aggres- 
sively through  such  tactics  as  opening 
smaller  outlets  that  cost  about  20% 
less  to  build. 

Cost-cutting  can't  go  on  indefi- 
nitely, and  McDonald's  is  getting 
close  to  the  bone.  It  must  continue  to 
boost  domestic  earnings  to  keep 
funding  its  major  growth  engine,  for- 
eign expansion. 

The  problem  is  obvious,  even  if  the 


solution  isn't.  McDonald's  get! 
of  its  revenues  at  lunch,  25%  d 
breakfast  and  only  20%  at  di 
Which  means  all  that  expensive! 
is  vastlv  underutilized  during 
should  be  a  strong  part  of  the  d; 

For  a  while  McDonald's  hope 
za  would  do  the  trick.  Three-qu 
of  the  restaurant  pizza  eaten  i 
U.S.  gets  scarfed  dow  n  in  the  eve 
Pizza  is  much  cheaper  to  make 
hamburgers.  But  McDonald's  i 
in  the  mozzarella.  Says  McDoi 
spokesman  Chuck  Ebeling:  " 
has  proved  to  be  elusive.  We  hi 
figured  that  one  out." 

McPizza  tasted  pretty  good 
unlike  most  McDonald's  fare  wa 
tom-made  to  order.  The  con 
put  everything  it  had  into  mak 
go,  even  cutting  production 
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It  moves  even  faster  in  Forbes. 


0-60  mph  in  4.3  seconds.  Now  that's  screaming.     today's  most  successful  managers.  83%  of  whom  own 


But,  hey,  how  does  it  perform  on  the  sales  circuit? 

That  depends  on  where  you  park  it.  And  these 
days,  more  automotive  advertisers  buy  space  in  Forbes 
than  any  other  business  magazine. 

You  sec  Forbes  reaches  more  new  car  buyers  than 
either  BusinessWeek  or  Fortune.  Over  750,000  of 


two  or  more  cars. 

So,  if  you're  looking  to  accelerate  sales,  run  an 
ad  in  Forbes.  Sports  cars. 
Sedans.  Wagons.  Vans.  You 
name  it.  The  whole  lot 
moves  faster  in  Forbes. 
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Discover  The  Forbes  Global  Advantage 


'orbes,  America's  leading  business  magazine, 
las  developed  local-language  Forbes  maga- 
ines  with  established  publishers  in  the 
/orld's  most  dynamic  markets.  Each  delivers 
he  impact  of  Forbes'  gutsy  editorial  edge,  but 
lso  keeps  the  individual  market's  special  con- 
erns  in  the  forefront. 

orbes  now  reaches  a  total  combined  circula- 
ion  of  1,001,000  worldwide.  That's  great  news 
or  advertisers  looking  to  penetrate  one  or 


more  of  these  critical  economic  markets.  Pli 
if  you  run  a  schedule  in  one  or  more  Fore 
publications,  you  may  be  eligible  for  Glob 
Advantage  Network  frequency  discounts. 
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Germany,  Japan,  and  the  Chinese-speakii 
community  with  magazines  written  in  the 
own  languages. 

That's  The  Forbes  Global  Advantage. 


For  more  information,  please  contact: 

Mr.  Peter  Schoff,  Dir.  International  Advertising 
Forbes  Magazine    36  Jerniyn  Street,  St.  James's     London  SW1Y  6DN 

Phone:  44-71-930-0161     Fax:  44-71-930-1085 


jt  five  minutes  to  three  minutes.  It 
led  to  pizza  lessons  learned  at 
c  cfast  two  decades  ago,  when  it 
r,»unded  the  disappointing  Egg 
c  luffin  with  supporting  offerings 
i<;8ig  Breakfast  and  hotcakes.  The 
eidast  business  boomed.  Me  Don - 
I  tried  the  same  technique  with 
r'er,  adding  pasta  meals  and  roast 
iUen,  both  with  good  nutritional 
|;es,  to  round  out  its  menu. 
}hy  didn't  the  new  offerings  fill 
e:  empty  dinner  tables?  Irrational 
I  seems,  image  is  more  important 
|  nutrition,  price  or  convenience, 
i  >onald's  has  a  lunch  and  breakfast 
l;e.  People  see  it  as  a  purveyor  of 
ringer  food  that  can  be  eaten  on 
E  "un.  They  seem  to  regard  dinner 
Sjrelaxed  family  event,  not  a  quick 
::ling  squeezed  between  soccer 
jtice  and  homework, 
men,  too,  half  of  McDonald's  sales 
:.nade  at  the  drive-through  win- 
I  and  while  it's  easy  to  munch  a 
jMac  behind  the  wheel,  try  slurp- 
Jpaghetti  marinara  on  the  freeway 
|>.  "People  came  for  hambur 
I"  says  Ebeling. 

jot  that  McDonald's  didn't  try  to 
lify  the  image.  Television  cora- 
jtials  pushed  McDonald's  as  a  din- 
J solution  for  people  with  busy 
(dules.  One  spot  showed  a  mother 
jiffeuring  her  kids  from  school  to 
ler  and  dance  lessons,  and  stop- 
i  off  at  McDonald's  for  dinner  on 
|,vay  home,  spending  time  talking 
er  kids  instead  of  cooking.  Still, 
liables  remained  empty  at  night. 
McDonald's  is  not  alone  among 
»fast  food  companies  in  suffering 
n  deserted  evening  restaurants, 
cedes  Dave  Thomas,  the  founder 

senior  chairman  of  the  number 
e  chain,  Wendy's:  "Our  business 
ndwiches.  It's  a  lunch  item." 
[cDonald's  isn't  giving  up  on  din- 

The  stakes  are  too  high.  But 
e  some  500  of  McDonald's  9,000 
outlets  continue  to  sell 
'izza — after  all,  these  franchisees 
it  up  to  $50,000  each  on  pizza 
is — the  grand  dinner  rollout 
its  further  tinkering.  For  example, 
Donald's  couldn't  come  up  with  a 
ato  sauce  recipe  appealing  to  all 
onal  tastes;  some  like  their  spa- 
Cti  sauce  sweet,  others  spicy, 
lys  McDonald's  Ebeling:  "It's 
;  in  the  test  kitchen  for  now."  tm 


Las  Vegas  is  going  in  for  theme  parks.  Are  they  for  little 
kids  or  for  older  folks  who  act  like  kids? 

The  pied  pipers 
of  Vegas 


By  Lisa  Gubernick 


A  dinosaur  at  Grand  Slam  Canyon 
Think  Disneyland  with  slot  machines. 


On  Oct.  27  at  10  p.m.,  Steve  Wynn, 
chief  executive  of  Mirage  Resorts, 
pushed  a  red  button  on  a  small  metal 
box.  Moments  later  the  grand  19- 
story  Dunes  hotel  crumbled  in  a  heap. 

Gone  was  a  monument  to  the  old 
Las  Vegas  with  its  mobsters,  topless 
dancers  and  high  rollers.  Just  24 
hours  before  he  blasted  the  Dunes 
away,  Wynn  cut  the  ribbon  on  Trea- 
sure Island,  a  $475  million  pirate 
fantasy  featuring  sword  fights,  white- 
sailed  galleons,  a  massive  videogame 
arcade  and  a  40- foot  slide  in  the  pool 
area.  Just  think  Disneyland  with  slot 


machines. 

What's  going  on  here? 
Wynn  is  wrestling  with  a 
tough  marketing  problem: 
parental  guilt.  "Parents 
want  to  travel  with  their 
kids  these  days,"  says  Alan 
Feldman,  vice  president  in 
charge  of  public  relations 
for  Mirage  Resorts.  But 
why  would  a  kid  want  to  go 
to  Las  Vegas?  How  does  a 
guilty  parent  justify  aban- 
doning junior  to  watch  TV 
in  a  hotel  room  while  he 
works  the  slots  and  roulette 
wheels? 

What  makes  the  problem 
even  more  complicated  is 
that  Wynn  wants  to  expand 
his  market  without  alienat- 
ing his  original  customers. 
"Gamblers  don't  like  to 
trip  over  kids  in  a  casino," 
Wynn  says.  But  the  Las  Ve- 
gas moguls  are  facing  a 
tough  problem:  How  do 
you  have  your  chips  and 
spend  them? 

But  Las  Vegas  has  no 
choice  these  days  but  to  go  after  the 
family  trade.  By  the  end  of  this  year 
Las  Vegas  will  add  1 1 ,524  new  hotel 
rooms,  for  a  total  of 87,370.  That  will 
put  Las  Vegas  ahead  of  Orlando,  Fla., 
home  to  Disneyland,  by  more  than 
8,000  rooms.  "To  get  a  decent  re- 
turn, the  visitation  to  Las  Vegas  in 
1994  must  absolutely  go  up  a  mini 
mum  of  10%,  to  at  least  25  million," 
says  Dean  Witter  analyst  Willard 
Brown. 

Getting  that  additional  10%  isn't 
easy  at  a  time  when  people  have  plenty 
of  other  places  to  go  for  gambling: 
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shooting  dice  in  riverboats  floating  up 
and  down  the  Mississippi  or  playing 
one-armed  bandits  on  more  than  60 
Indian  reservations  in  18  states. 

Circus  Circus  successfully  went  af- 
ter the  low-end  family  crowd  over  a 
decade  ago.  Rooms  were  cheap  ($40 
and  under),  and  acrobats  and  arcades 
kept  the  kids  amused  on  the  mezza- 
nine while  their  parents  worked  the 
slots  on  the  floor  below.  But  parents 
traveling  with  kids  were  a  narrow 
niche — less  than  7%.  Broadening  that 
niche  is  now  the  name  of  the  game. 

Circus  Circus  Enterprises  opened 
the  $375  million  Luxor  on  Oct.  15. 
Opening  on  Dec.  18  is  the  $1.1  bil- 
lion MGM  Grand  Hotel,  Casino  & 
Theme  Park.  Each  has  its  own  theme- 
park  trimmings.  The  Luxor  is  a  30- 
story,  pyramid-shaped  resort  that 
dwarfs  anything  the  pharaohs  ever 
built.  It  is  complete  with  sphinx  and  a 
boat  ride  through  an  ersatz  Nile 
coursing  around  the  hotel  lobby. 

Last  August  the  original  Circus 
Circus  opened  a  $90  million  theme- 
park  addition  called  Grand  Slam  Can- 
yon, with  animated  dinosaurs,  a  high- 
speed roller  coaster  and  a  laser-tag 
game  with  electronic  guns  and  vests. 

At  the  new  mgm  Grand,  a  33-acre 
theme  park  offers  Parisian  Taxi  bump- 
er cars  and  a  giant  flume  ride,  while 
actors  dressed  as  Betty  Boop,  Olive 


Oyl  and  characters  from  the  Wizard  of 
Oz  stroll  the  grounds. 

To  help  reinforce  the  new  image, 
Vegas  hotels  are  using  family-orient- 
ed advertising  on  television  shows  in 
California,  the  state  that  provides  40% 
of  its  business.  The  Las  Vegas  Con- 
vention Center  &  Visitors  Authority 
has  prepared  a  30-second  commercial 
featuring  a  couple  of  rambunctious 
kids  splashing  in  a  pool,  and  a  family 
chowing  down  at  a  wholesome -look- 
ing buffet.  "Where  else  can  you  afford 
this  much  fun?"  asks  the  voice-over. 
"Only  in  Las  Vegas." 

Steve  Wynn  has  produced  Treasure 
Island:  Tlie  Adventure  Begins,  a  one- 
hour  television  movie  on  NBC  in  Janu- 
ary that  will  be  running  as  a  paid 
advertisement  for  his  new  resort.  The 
star  is  13-year-old  Corey  Carrier,  and 
the  show  will  be  smack  in  the  middle 
of  family- viewing  hours  at  8  p.m. 

Are  the  families  taking  the  bait?  It's 
too  early  to  say,  but  the  very  early 
signs  are  not  very  encouraging.  Fred 
Blackington,  a  Las  Vegas  cab  driver, 
says  he  hasn't  seen  any  of  this  so- 
called  family  traffic.  "I  think  this 
whole  thing  is  a  big  mistake,"  he  says. 
"People  come  here  to  get  away  from 
kids." 

Irma  Herrmann,  a  travel  agent  at 
La  Cienega  Travel  Services  in  Beverly 
Hills,  reports  that  she  has  had  just  one 


inquiry  from  a  family  for  a  trip  t 
Vegas.  "He  was  going  for  his  se 
marriage,  and  he  wanted  to  brir 
two  kids  from  his  first,"  she  say: 
just  isn't  really  a  place  where  pa 
go  with  their  kids." 

Paul  Seelig,  an  energy  manage 
consultant  from  Torrance,  ( 
agrees.  He  went  to  Treasure  Islar 
a  four-day  holiday  with  his  wife  a 
year-old  son  in  October.  "Then 
nothing  there  for  my  son  to  do 
complains. 

Ann  Shapiro,  touring  a  vide 
cade  with  her  4-year-old  son  whi 
husband  attends  a  convention, 
similar  reaction.  "Keeping  my  s 
some  dark  smoky  place  is  not  rm 
of  a  vacation,"  she  says. 

On  a  recent  visit  to  Treasure  Is 
the  crowd  jamming  the  video 
game  arcade,  dubbed  "Mutiny  1 
looked  old  enough  to  be  hittin 
crap  tables — legally. 

"We  are  spending  a  little 
money  to  make  our  resorts  fri< 
for  people  of  all  ages,"  says 
Wynn,  "because  these  days  chi 
travel  with  their  parents.  But  w 
not  specifically  pitching  anythii 
people  under  2 1 .  This  is  a  place  fc 
kids."  Wynn  had  better  be  righi 
cause  it  doesn't  look  like  a  1( 
families  with  little  ones  will  be  s 
ing  up  anytime  soon. 
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The  long-range  Learjet 
uniquely  designed  to  shrink  fuel  costs. 

And  continents. 


H  if  aiflaMI  f  *M  4  W  I  till  It's  no  surprise  that  this  aircraft's  speed  and  2750-nm  range  can  save  you  precious  time.  It  is. 
ter  all,  a  Learjet.  And  while  its  stand-up  cabin,  private  aft  restroom  and  avionics  suite  are  impressive,  the  truly 
markable  fact  is  this:  You  can  operate  the  midsize  Learjet  60  on  less  fuel  and  money  than  anything  else  in  its  class. 
»  Credit  sleek  aerodynamics  and  computer-optimized  PW305A  engines.  They  can  annually  save  thousands  of  gallons 
'  fuel  over  any  other  midsize  jet.  The  Learjet  60  even  burns  less  fuel  than  over  half  the  light  jets  delivered  last  year, 
hich  is  why  it  looks  as  good  on  paper  as  it  does  in  the  air. 

Let  us  demonstrate  what  the  world's  most  efficient  midsize  jet  can  save  you. 
all  Ted  Farid,  Vice  President  Marketing  and  Sales,  at  (316)946-2450  ext.  268, 
1  Fax  (316)  946-3235.  Nothing  else  comes  close: 


Learjet 


it93  Learjet  Inc 


Parkinson  s  Law  of  Microchips:  Work  expands  to  fill 
available  processing  power.  It's  a  good  thing  for  Intel, 
which  is  working  to  produce  an  encore 
for  its  lucrative  processor  business. 

Computers  that 
look  you  over 


By  Jeffrey  Young 

Thf  rHREAT  to  Intel  Corp's  future  is 
built  into  the  very  thing  that  makes  it  a 
great  company  today:  exponential 
gains  in  the  power  of  silicon.  Intel's 
hottest  selling  chip  line,  the  486 
microprocessor,  faces  an  erosion  of 
either  profit  margins  or  market  share 
as  chip  doners  put  more  and  more 
power  into  their  versions. 

Well,  can't  Santa  Clara,  Calif, 
based  Intel  just  sell  more  of  its  faster 
chip,  the  Pentium,  and  stay  ahead  that 
way?  It  can,  for  a  while — it  should  ring 
up  revenues  of  $8.9  billion  this  year — 
but  convincing  PC  buyers  they  must 
have  ever  faster  chips  for  their  existing 
workloads  is  not  easy.  Even  a  486  can 
recompute  a  spreadsheet  faster  than 
you  can  reach  for  a  button  on  the 
keyboard.  What's  the  point? 

One  solution  is  to  come  up  with  a 
new,  power-hungry  application — 
preferably  one  with  more  sales  appeal 
than  yet  another  cumbersome  operat 
ing  system.  Andrew  Grove,  Intel's 
56-year-old  chief  executive,  has  a 
power  application  at  hand:  personal 
conferencing.  You  can  see  your  caller 
w  hile  sharing  a  document.  Video,  as  it 
happens,  is  an  immense  data  hog,  and 
so  could  keep  many  an  Intel  transistor 
burning  for  years  to  come.  "The  com- 
puter  industry  has  been  living  off  ten- 
year-old  product  concepts  for  too 
long,"  he  snorts.  "It's  time  to  break 
the  mold  again." 

Grove  envisions  a  world  of  picture 
phones  built  into  computer  screens, 
press  conferences  conducted  by  con- 
ference call,  face-to-face  telecommut 
ing,  virtual  visits  with  grandma,  com 
puterized  security  guards. 


Did  market  research  convince  him 
that  people  want  this?  "Who  the  hell 
are  vou  going  to  ask?"  he  shoots  back. 
"This  is  a  brand-new  market.  There's 
I ust  something  about  live  video  on  a 
computer  screen.  I  can't  walk  away 
from  it." 

The  Intel  video  line,  using  a  set  of 
Intel  created  standards  dubbed  In 
deo,  will  debut  with  add-in  P<  cards 
that  will  turn  a  corner  of  your  PC  into  a 
picture  phone.  At  the  heart  of  the 
circuitry  will  be  the  i750,  a  $40  micro 
processor  dedicated  to  video.  This  is  a 
smallish  chip  (350,000  transistors, 
versus  the  Pentium's  3.1  million),  but 
it's  just  a  start  in  a  business  that  should 
evolve  very  rapidly. 

These  systems,  retailing  for  less 
than  $2,000,  will  consist  of  two  stan- 
dard plug-in  boards  for  a  PC  (one  for 
video  processing  and  the  second  for 
audio  and  communications  process 
ing),  a  small  video  camera  (made  by 
an  outside  supplier),  some  software 
and  an  Integrated  Services  Digital 
Network  (Forbes,  Oct.  12,  1992) 
telephone  jack.  Today  these  boards 
provide  a  jerky  color  image  running  at 
12  frames  per  second.  (Television,  by 
comparison,  runs  at  30.)  More  frames 
per  second  will  come  with  succeeding 
generations  of  Intel  processors  that 
will  be  higher  in  speed  and,  presum 
ably,  higher  in  gross  margin. 

Amid  green  dairy  farmlands  west  of 
Portland,  Ore.,  400  Intel  engineers 
are  working  feverishly  to  bring  this 
"business  communications"  product 
to  market  early  next  year.  It  will  be  the 
latest  in  a  series  of  Intel  brand  com 
munication  products,  like  fax  mo 


dems,  network  adapter  cuds 
wireless  messaging  systems,  lickk 
what  you  might  call  the  const 
goods  arm  of  the  company.  Mo 
Intel's  sales,  of  course,  are  to  i 
manufacturers. 

The  man  in  charge  of  the  opeiv 
is  Patrick  Gelsinger,  group  vice  p 
dent,  at  32  a  grand  old  wi/ai 
silicon  architecture.  Intel  lured  hi 
a  technician  straight  out  of  a  Pem 
vania  high  school  at  18.  Eight  \ 
later  he  was  managing  a  120  pe 
design  team  for  the  486. 

Gelsinger's  division  has  alread) 
sorbed  $  1 00  million  ot  Intel's  mo 
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tiding  $50  million  poured  into  an 
jrtive  earlier  version  of  video  pro- 
ing  called  "digital  video  interac- 
|."  Processing  moving  pixels  re- 
ins an  immense  technologic  chal- 
!;e.  "Full-screen,  live-motion 
jo,  captured  and  compressed  and 
:smitted  anywhere  in  the  world 
1  no  more  than  a  0.2  second  delay, 
aires  lots  of  processor  cycles," 
singer  says.  "I  can  use  every  cycle 
isqueeze  out  of  our  best  micro- 
j:essors  until  at  least  the  end  of  the 
ide." 

itel,  of  course,  has  company  in 
business  (see  column  by  Richard 


Patrick  Gelsinger, 
head  of  Indeo 
development 
"I  can  use  every 
cycle  we  squeeze 
out  of  our  best 
microprocessors 
until  at  least 
the  end  of 
the  decade." 


Shaffer,  p.  242).  AT&T  invented  video 
telephony  three  decades  ago  and  is 
now  selling  a  $1,000  picture  phone 
good  enough  for  jerky  views  of  a 
caller.  PictureTel,  Compression  Labs 
and  Sun  Microsystems  are  all  working 
on  desktop  video. 

But  Intel  has  two  advantages:  an 
unrivaled  manufacturing  volume  in 
microprocessors  and  the  authorship 
of  a  de  facto  industry  standard  for 
Windows-compatible  video,  which  is 
promoted  by  Microsoft. 

Albert  Lill,  vice  president  of 
networking  at  the  Gartner  Group, 
predicts  that  neither  Intel  nor  any  of 


its  competitors  will  dominate  the 
market  at  this  point  but  that  Intel  will 
soon  pull  ahead.  "These  things  are 
still  too  complicated  to  install  easily. 
In  1994  we're  talking  tens  of  thou- 
sands of  units,  not  hundreds  of  thou- 
sands.11 But  within  a  couple  of  years, 
he  says,  Intel  will  inexorably  create  the 
standard  hardware  platform  for  video, 
whether  for  local  video  playback  or 
for  business  video  telephony. 

For  all  Grove  and  Gelsinger's  confi- 
dence and  exuberance,  there  are  some 
potential  weak  links  in  the  plan.  First, 
can  Intel  market  video  to  the  public? 
It  won't  be  enough  here  to  pitch  an 
"Intel  inside11  someone  else's  box; 
the  company  may  have  to  sell  the  Intel 
name  outside. 

Second,  will  ISDN — without  which 
Indeo  won't  work — catch  on?  ISDN  is 
available  to  54  million  customers,  but 
very  few  have  signed  up  for  the 
souped-up  voice/data  service,  which 
can  double  the  cost  of  a  phone  line.  It 
helps  that  Intel  has  forged  video  com- 
munications alliances  with  several  of 
the  regional  Bell  operating  companies 
to  promote  ISDN. 

"Twice  before  we  sat  by  and  played 
the  components  supplier  as  a  systems 
business  grew  haphazardly,11  Grove 
says,  referring  to  the  networking  stan- 
dard Fthernet  and  personal  comput- 
ers themselves.  "These  things  aren't 
an  Erector  set  that  jumps  together  on 
its  own.  Somebody  has  to  package  our 
technologies  and  sell  them.  This  time 
we're  going  to  go  out  and  help  create 
the  market,  build  the  systems  as  well 
as  the  components,  and  compete  in 
the  marketplace. 

"We'll  either  succeed  or  fail  in  a  big 
way.   We're   willing   to   take  the 
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hundred  vegetarian  meal 


part  enough  to  keep  tabs 
nee  and  quick  enough 


spond  to  millions  of 
cellations  and  even  a  few 


PCs,  workstations  and  midrange  computers,  linked  to 


Mainframes,  what  else? 


viously,  airlines  need  access  to  vast  amounts 
rmation.  Information  that  could  be  anywhere 
cross  the  airport  to  across  the  world, 
d,  invariably,  they  need  access  to  that  data 

at's  why  mainframes  are  such  essential  parts 
information  networks.  By  being  linked  to  a 
ame,  every  PC  and  workstation  has  instant, 
the  -  clock  access  to  the  enormous  amount 
rmation  needed  to  run  an  airline, 
ow  else  could  an  agent  in  Dallas  be  able  to  tell 
nstant  which  seats  are  available  on  a  return 
from  Paris— and,  the  next  instant,  check  how 


long  that  departure  from  Sydney  will  be  delayed?) 

All  things  considered,  nothing  "serves"  the  rest 
of  a  computer  network's  "clients"  to  the  degree 
a  mainframe  can.  And  the  new  "openness"  of 
mainframes  allows  them  to  serve  just  about  any 
kind  of  hardware  and  software. 

Airlines  are  just  one  of  the  many  businesses 
whose  success  is  dependent  on  information. 
On  the  swift  and  reliable  accessing,  managing, 
distribution  and  protection  of  that  information. 
All  the  things  a  mainframe   ~" jzzz® 
is  designed  to  do.  Better         Z    ZZZ  ___ 
than  anything  else.  """"         ZZ  "  ZZ 


The  IBM  System/390 
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Meeting  tube 
to  tube 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


YOU  CAN  ALWAYS  TELL  the  difference 

between  .1  picture  telephone  and  a 
video  conference  system.  If  a  device  is 
called  a  picture  telephone,  you  will 
like  its  price  but  not  its  picture;  the 
reverse  is  true  for  the  conference  sys- 
tem. Over  the  next  few  years,  howev- 
er, the  differences  will  begin  to  disap 
pear,  as  the  power  of  video  is  added  to 
more  and  more  personal  computers. 
Video  communications  gradually  will 
become  just  another  commonplace 
on  our  desktops. 

For  decades  the  dreamers  and  pro- 
moters of  video  conferencing  have 
been  trying  to  convince  us  that  meet- 
ings via  television  will  take  the  place  of 
business  travel,  relieving  us  of  all  that 
Hying  and  driving.  That  we  would 
soon  be  doing  business,  not  face  to 
lace,  but  tube  to  tube. 

The  predictions  were  wrong.  One 
reason  is  that  meetings  via  television 
are  awkward.  They  also  are  still  too 
expensive.  Equipping  a  room  for  vid- 
eo conferences  costs  $50,000  or 
more.  A  coast-to-coast  connection 
needed  for  good  images  can  cost  up  to 
$488  per  hour.  Small  wonder  that, 
worldwide,  only  about  20, 000  con 
ference-room  video  systems  have 
been  installed. 

Now,  however,  video  conferences 
are  coming  to  the  desktop  and  rapidly 
becoming  cheaper.  They  are  on  the 


price  and  learning  curve  that  fax  ma- 
chines were  on  a  decade  ago. 

Recently  personal  computers  and 
workstations  have  become  powerful 
enough  to  handle  the  processing 
needed  for  video  communications. 
So  the  major  videoconferencing 
equipment  vendors — Compression 
Labs.,  PictureTel  and  VTEL — have 
introduced  or  announced  attach- 
ments that  for  less  than  $10,000 
turn  a  desktop  computer  into  a  video 
communications  center.  Other  such 
systems  are  on  the  market  or  in 
the  offing. 

fhe  $5,000  Indy  workstation  from 
Silicon  Graphics  comes  with  a  camera 
and  can  be  equipped  for  video  confer- 
ences through  a  $495  software  pack- 
age. The  ShowMe  conferencing  sys- 
tem from  Sun  Microsystems  lists  for 
$8,430  for  a  three-user  license. 

ShareVision  Technology,  a  unit  of 
Creative  Technology,  sells  a  $4,500 
system  that  sends  a  small  and  jerky— 
albeit  adequate — picture  from  one 
Macintosh  to  another.  AT&T  is  creat- 
ing a  desktop  video  system  that  would 
work  with  its  own  office  PBXS,  and 
another  system  is  under  development 
at  a  startup  called  knhx. 

Intel  is  moving  into  desktop  video 
by  investing  heavily  in  a  system  to 
integrate  most  of  the  electronics  of 
image  processing  on  a  single  cheap 
chip  (see  story,  p.  238). 

All  of  these  PC  systems  use  phone 
lines,  which  are  digital,  upgraded 
versions  of  single-voice  circuits. 
That  means  that  the  long-distance 
connection  will  run  you  only  $30 
per  hour.  They  aren't  up  to  the 
quality  of  the  room-conference  sys- 
tems, but  they  are  acceptable  for 
one-on-one  dialogs. 

As  prices  of  video  systems  fall, 
however,  new  issues  arise.  One  is 
compatibility.  Although  different 
makes  of  telephones  can  join  in  a 
conference  call,  the  necessary  stan- 
dards haven't  vet  emerged  in  video. 


Sun  customers  can  conference 
with  other  Sun  customers,  Indy  1 
only  with  others  with  Silicon  Gtj 
ics  machines. 

The  video  industry  is  slowly 
ing  the  compatibility  prob 
Next,  it's  up  to  the  telephone  ( 
ties  to  upgrade  their  lines  to  acij 
modate  more  video  data.  T 
room  conferencing  systems  go 
up  a  whole  T  1  connection,  con 
ing  of  24  of  those  lsdn  lines.  H 
lesser  but  still  decent  quality  1 
ing  image  you  need,  at  a  minimi] 
single  lsdn  line,  capable  of  sen 
64,000  bits  of  information  per 
ond.  So  far  the  phone  indust 
offering  ISDN  to  54  million  custi 
ers,  although  not  many  have  si g 
up.  Garden  variety  dial-up  line 
contrast,  can  send  at  best  only  al 
20,000  bits  per  second,  so  a  syj 
using  one  of  these  would  hav 
throw  away  a  good  deal  of  v 
data,  resulting  in  images  that 
small,  indistinct  and  slow-movii 

For  in  house  conferencing, 
tomers  must  upgrade  their  own 
area  desktop  networks.  Starlight  I 
works  is  helping  out  here  by  deve 
ing  techniques  to  give  video  sij 
priority  on  the  network  over  c 
traffic. 

As  it  spreads,  video  confereoS 
will  assume  many  guises.  Some  3 
at  ions  may  alwavs  require  the  h 
quality  images  of  the  $50,000-2 
above  room  type  systems  w| 
groups  meet  to  communicate  w 
single  manager  or  with  anoi 
group.  For  the  less  demand 
look  for  what's  known 
"huddleware."  In  this  config 
tion,  video  powers  would  be  ad 
to  one  desktop  in  a  workgrc 
Two  or  three  people  could  ga 
around  the  computer  to  particij 
in  a  conference  or  watch  a  broad 
message.  Many  organizations  ccj 
justify  spending  $5,000  for  su« 
system,  and  some  will  want  to 
tablish  video  beachheads  in  A 
department. 

When  fax  machines  cost  $15, 
and  there  was  no  standard  wai 
communicating  between  ditfc 
brands,  growth  was  slow.  Once  pt 
came  down  to  $800  and  every 
chine  could  talk  to  every  other 
chine,  the  market  exploded.  Yi 
will  expand  in  the  same  way. 
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Introducing  , 
StreetSmart™  \ 
investment 
software  for  savvy  investors. 

With  StreetSmart,  the  first  investing 
software  for  Windows,  you  actually  act  as 
your  own  broker.  Now  you  can  just  point 
to  place  a  trade.  Get  real-time  quotes.  Pull 
Dow  Jones  news  and  analysts'  opinions  off 
the  wire— and  into  your  home. 

Now  place  buys  and  sells  like 
a  Wall  Street  trader. 

Just  click  to  pull  down  trading 
screens.  Click  again  to  review 
your  portfolio.  Chart  price  his- 
tories. Access  6,700  company 
reports.  StreetSmart  puts  you  in 
control  of  your  investments. 


Get  StreetSmart 
for  just  $59- 
and  save  even 
more  every  time  you  trade. 

Point,  click,  invest.  Now  you  can  buy 
and  sell  stocks,  options,  bonds  and  over 
700  mutual  funds  electronically— and  save 
an  extra  10%  off  Schwabs  already  low 
commissions  every  time  you  invest*  Plus, 
you'll  save  up  to  $25  more  on  your  first 
StreetSmart  trade.** 

StreetSmart  is  only  available 
through  Charles  Schwab. 

Visit  your  local  office  for  a  free 
demonstration  or  order  toll-free: 

1-800-442-5111,  ext.  78. 
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Interactive  television? 
How  about  interacting 
with  your  program  guide? 

Interactivity 
for  the  passive 


By  Nikliil  Hutheesing 

IT'S  A  Monday  night  in  the  year  2000 
and  you  heard  that  the  biography  of 
Brigitte  Bardot  will  be  on  television. 
But  you  don't  know  whieh  channel  or 
what  time.  What  are  your  options  for 
finding  out?  TV  Guide,  which  is  now 
about  the  size  of  the  Yellow  Pages,  or 
the  channel  on  cable  systems  that 
scrolls  through  all  listings,  or  sketchy 
newspaper  listings. 

Fremont,  CaJif.-based  StarSight 
Telecast,  Inc.  plans  to  be  the  first  to 
offer  you  an  interactive  alternative,  an 
electronic  program  guide.  At  the 
touch  of  a  few  buttons,  the  guide  will 
lead  you  directly  to  Brigitte. 

Everyone  is  talking  about  interac- 
tive media  these  days.  Just  what  are 
they?  Mechanisms  for  delivering  im- 
age, text  and  sound  data  in  w  hich  the 
user  interacts  with  the  database.  The 
category  thus  encompasses  every- 
thing from  on-line  data  services  to 
videogames  to  computerized  retail- 
ing. Futurists  envision  a  world  in 
which  interactivity  revolutionizes  the 
computer,  entertainment  and  com- 
munications industries.  Someday  it 
may  well,  but  in  the  immediate  future 
its  applications  will  be  more  down-to- 
earth — like  computer-assisted  chan- 
nel surfing. 

StarSight  is  the  1986  creation  of 
Michael  Faber  and  Patrick  Young. 
Faber,  now  42,  is  an  engineer  and 
former  general  manager  at  Telecom 
General  Corp.,  a  British  Petroleum 
subsidiary  that  develops  network  sat- 
ellite communications.  Young,  57,  is 
an  independent  inventor  who  has 
spent  most  of  his  career  on  telephone 
and  data  transmission  systems. 

Here's  what  they  offer.  You  pay  an 


additional  $4  a  month  (probably  via 
your  cable  bill )  for  an  extra  data  feed 
that  goes  into  your  set- top  electronics 
box.  That  box — or,  in  some  coming 
versions,  your  television — will  in- 
clude StarSight-designed  circuitry 
that  translates  the  signal  into  data 
about  all  of  the  shows  accessible  on 
your  cable  system  or  on  broadcast  TV. 

When  you  turn  on  your  television 
set,  a  notice  appears  telling  you  the 
name  of  the  show  you've  tuned  into, 
what  it's  all  about  and  the  time  re- 
maining. If  you  want  to  see  what  else 
is  on,  you  use  your  remote  to  flip  to 
the  grid  guide,  similar  in  appearance 
to  a  newspaper  TV  listing.  Or,  if  you 
know  you  want  to  watch  basketball, 
pull  up  the  "theme"  menu,  choose 
"sports"  and  pick  the  game  you  want. 
To  record  the  show,  just  press  "re- 
cord." As  interactive  devices  go,  it's 
pretty  passive.  It  makes  it  easier  to  sit 
on  a  couch  and  do  nothing. 

Indeed,  if  this  little  company  suc- 
ceeds in  interactive  media  where  more 
grandiose  schemes  may  fail,  it  will  be 
because  it  demands  so  little  of  the 
user.  Says  consultant  Anne  Doremus, 
president  of  Catalyst  Communica- 
tions in  Danville,  Calif.:  "Faber  is  not 
trying  to  reinvent  consumer  behavior 
but  enable  it." 

Not  long  after  Faber  and  Young 
had  their  brilliant  idea,  the  same  no- 
tion occurred  to  some  industry  heavy- 
weights with  a  great  deal  more  capital 
and  experience.  Rupert  Murdoch's 
News  Corp.  and  Liberty  Media/Tele- 
Communications,  Inc.  share  owner- 
ship of  TV  Guide  On  Screen,  which  is 
going  to  come  out  next  summer.  Not 
only  does  the  product  have  significant 


name -brand  recognition,  thanl 
the  popular  magazine,  but  it  als< 
the  backing  of  a  cable  giant 
reaches  40%  of  all  cable  viewers. 

The  proposed  TCl/Bell  Atl 
will  be  able  to  use  its  TCI  connei 
to  market  its  Stargazer  service,  a 
posed  interactive  system  that  wi 
you  use  the  television  to  pay 
bank  and  do  other  things. 

Still  other  competitors  lurk  ii 
wings.  Microsoft  Corp.  is  develc 
an  interactive  operating  systerc 
cable  TV  and  fiber-optic  telepl 
systems,  due  out  in  late  1995,  tha 
include  a  program  guide.  United 
eo  has  already  signed  up  a  lot  of  < 
operators  for  its  Prevue  Channel, 
known  for  its  scrolling  list  of  TV 
gramming  but  soon  to  be  elect 
call\-  responsive  to  the  user. 
Corp.  is  developing  a  system  tha 
•use  the  Interactive  Video  & 
Services  radio  frequencies  to  be 
tioned  off  by  the  federal  goverru 
within  two  years  to  deliver  an  int< 
tive  program  guide.  SuperGuidi 
independent  company  based  in  ! 
by,  N.C.,  offers  an  electronic  proj 
guide  to  viewers  who  receive 
gramming  via  satellite. 

So  what  is  going  to  keep  StarJ 
alive?  One  tiling  that  may  give 
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LEFT: 

Michael  Faber, 
chief  executive 
of  StarSight  Telecast 
"StarSight  will  be 
to  television 
what  Dolby  is 
to  stereo." 


b  is  that  it  is  hustling  the  system 
just  to  cable  operators  but  to  TV, 
and  satellite  dish  manufacturers, 
ith  Electronics,  Goldstar  and  Mi- 
ishi  have  already  agreed  to  in- 
le  the  StarSight  chip  in  some  of 
rTv  sets.  (In  Zenith's  case,  it  will 
$50  to  the  price  of  the  TV.) 
'ith  one  of  these  souped-up  TVs, 
could  pluck  the  data  off  an  over- 
air  signal  of  the  Public  Broadcast- 
Service  and  not  even  need  the 
aeration  of  your  local  cable  opera  - 
And  how  would  StarSight  cancel 
service  to  nonpaying  customers? 
p  TV  or  converter  box  with  a  Star- 
rt  chip  will  have  a  serial  number, 
iiight  will  be  able  to  activate  or 
(tivate  the  service  over  the  air  by 
irhing  the  serial  number  with  a 
:  that  is  transmitted  in  the  data 
i  m. 

j  edicts  Faber:  "StarSight  will  be 
plevision  what  Dolby  is  to  ste- 
1"  Like  Ray  Dolby  (Forbes,  Aug. 
\192),  Faber  keeps  his  costs  down 
kcensing  technology  rather  than 
ufacturing  products  that  use  it. 
pen  there  are  the  patents.  Star- 
t's four  patents  cover  a  system 
!  allows  a  viewer  to  tune  in  to  a 
ision  show  by  program  title  in- 
1  of  channel  number,  get  a  short 


RIGHT: 

StarSight's 

electronic  program  guide 
Computer-assisted 
channel  surfing. 


synopsis  of  the  show  that's  on,  use 
pop- up  menus  to  easily  find  what  else 
is  on,  and  record  the  show  with  the 
touch  of  a  button.  StarSight's  patents 
don't  purport  to  prevent  other  inven- 
tors from  delivering  the  same  features 
using  different  means,  but  they  are 
sweeping  enough  to  put  some  real 
obstacles  in  competitors'  way.  eon, 
for  one,  filed  two  U.S.  Patent  & 
Trademark  Office  challenges  against 
the  StarSight  patents  and  failed.  Faber 
says  he  spends  at  least  25%  of  his  time 
winning,  defending  or  enforcing  pat- 
ents. Three  lawsuits  are  pending. 

"I  had  StarSight's  patents  re- 
viewed by  outside  patent  attorneys," 
says  Neil  Braun,  chief  executive  of 
Viacom  Entertainment,  which  en- 
compasses television  production, 
syndication  and  new  media  develop- 
ment at  Viacom.  "Most  said  Faber 
was  the  most  patent-sawy  CEO  they 
had  ever  met."  Braun  was  so  taken 
with  the  system  that  he  put  his  own 
money  into  the  company,  then  lob- 
bied Chairman  Sumner  Redstone  to 
do  likewise. 

Viacom,  which  will  launch  its  much 
discussed  500-channel  interactive 
television  test  in  Castro  Valley  next 
year,  will  debut  StarSight  as  its  naviga- 
tional tool.  Viacom  is  also  one  of  five 
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cable  operators  (the  others  are  Times 
Mirror,  Kblcom,  Providence  Journal 
and  Cox  Communications)  that  have 
put  $40  million  into  StarSight  to  get 
44%  of  the  stock. 

The  feverish  new  issues  market  has 
enabled  StarSight  to  get  capital  from 
small  investors  on  even  better  terms: 
The  public  put  up  $47  million  in  July 
to  get  only  16%  of  the  stock. 

Since  then  the  stock  has  risen  23%, 
all  on  futuristic  hopes.  Alan  Gould,  an 
analyst  with  Kidder,  Peabody  (which 
comanaged  the  July  underwriting), 
projects  that  by  1998  StarSight  will, 
between  deals  with  consumer  elec- 
tronics makers  and  license  sales  to 
cable  firms,  be  in  just  under  25%  of  all 
TV  homes — and  will  be  wonderfully 
profitable.  Maybe,  but  for  now  Star- 
Sight  is  losing  money — $9.7  million 
in  the  fiscal  vear  ended  June  30.  H 
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/these 
image  makers 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  that  specializes  in 
science  and  technology  stocks. 


Standouts  among  technology  com- 
panies reporting  third-quarter  results 
include  three  in  the  vigorously  grow- 
ing business  of  using  computers  to 
create,  alter  and  comprehend  visual 
images.  All  three  are  buys. 

Corel  Corp.  of  Ottawa,  Ont.  makes 
the  popular  and  internationally  suc- 
cessful computer  graphics  software 
package,  Corel  Draw.  Sales  were  up 
43%  over  the  year-ago  quarter,  and 
the  net  profit  margin  is  a  solid  23%. 
Electronics  for  Imaging  is  a  new  com- 
pany established  to  develop  the  field 
of  desktop  publishing  and  printing  in 
full  color.  Its  sales  were  up  38?/o  over 
the  year  ago  period.  Its  net  margin  is 
14%.  Cognex  (not  to  be  confused 
with  the  similarly  named  drug  for 
Alzheimer's  patients)  provides  ma- 
chine vision  to  help  automate  the 
manufacture  of  electronic  circuit 
boards  and  semiconductors.  Its  sales 
were  up  69%,  and  the  net  profit  mar- 
gin is  an  outstanding  26%. 

You  are  going  to  be  seeing  more 
excitement  from  the  image  process- 
ing industry.  The  power  of  computers 
to  manipulate  graphic  images  (to  pre- 
view printed  photos,  3-D  views,  blue- 
prints and  pages,  for  example)  has 
been  used  to  advantage  in  publishing, 
in  graphics  and  architectural  design 
and  in  engineering  for  many  years. 
Within  the  past  decade,  new  business- 
es have  grown  up,  declined  into  obso- 


lescence and  then  made  comebacks. 
Imaging  continues  to  be  a  volatile  and 
suddenly  shifting  technology. 

The  field  is  especially  promising 
just  now  because  computers  have  fi- 
nally arrived  at  a  practical  power  to 
recognize  and  understand  images. 
The  neat  industry  categories  still 
commonly  used  to  classify  these  busi- 
nesses as  investments  have  begun  to 
blur  and  break  down  as  the  technol- 
ogy outstrips  its  original  goals  and 
early  limitations.  The  image  business 
now  includes  computer-aided  design 
of  manufactured  parts,  graphic  arts, 
desktop  publishing,  aerial  and  geo- 
physical mapping,  medical  diagnostic 
image  enhancement,  videogames, 
color  and  page  processing  and  ma- 
chine vision. 

Most  of  the  new  companies  are 
using  commonplace  computers, 
along  with  a  little  bit  of  specialized 
hardware  and  a  lot  of  mathematical 
software,  to  push  out  the  frontiers  of 
computerized  image  creation,  dis- 
play, manipulation  and  pattern  recog- 
nition. Nobody  really  knows  exactly 
how  to  define  this  field,  or  quite 
where  the  edges  are.  It  is  obvious 
from  their  earnings,  however,  that 
imaging  companies  can  pay  their  own 
way  and  then  some. 

Investors  must,  of  course,  under- 
stand that  what's  hot  today  may  be 
swept  aside  in  a  year  or  so  by  emerging 
competitors  or  higher  technologies. 
Here  are  sketches  of  the  three  compa- 
nies whose  stocks  I  recommend. 

Cojjnex.  Computers  that  can  see 
have  a  pivotal  role  to  play  in  the  future 
of  manufacturing.  They  can  locate 
objects,  read  labels  and  inscriptions, 
measure  dimensions,  and  precisely 
position  components  for  mounting 
or  assembly.  With  this  gift  of  sight, 
manufacturing  machines  can  often 
work  faster  than  fingers  and  can  deal 
with  objects  too  small  to  see  well  with 
the  naked  eye,  or  too  massive  to  pre- 
cisely position  by  hand.  Cognex  is  still 
small  (revenues  approached  $12  mil- 


lion in  the  September  quarter) 
the  leader  in  this  field.  The  comp 
pioneering  Windows-based  sof 
to  cut  short  the  intricate  prod 
ming  normally  required  to  adap 
chine  vision  to  particular  custo: 
manufacturing  processes.  The 
has  a  P/E  of  3 1 .  We  purchased 
customers'  accounts  at  16. 

Electronics  for  Imajjinjj.  Thi. 
Mateo,  Calif,  company  was  fo 
in  1989  by  technology  superst; 
Arazi,  who  revolutionized  (and! 
dominated)  the  technology  of 
separations  for  printing  with  the 
scanning  equipment  of  his  pre 
venture,  Scitex.  This  time  the  | 
uct  is  a  hardware/software  pac 
for  desktop  publishers  whoj 
equipped  with  high-speed  d 
printers.  EFI  sold  $23  million  v 
in  the  third  quarter. 

The  EFI  system  makes  it  possit 
print  short  runs  of  high-quality 
color  publicity  pieces,  and  thu 
ables  its  customers  to  capture  a 
tractive  segment  of  the  tradit 
commercial  printers'  market  oi 
corporate  graphics  department 
bring  this  type  of  business  in-h< 
Copv  centers  are  major  custoi 
The  technology  will  change  the 
nomics  of  brochures,  and  enable 
ers  to  tailor  product  publicity  to  jj. 
the  interests  of  specific  grouj 
customers.  We  bought  the  stoj 
18;  its  P/E  ratio  is  19. 

Corel  Corp.  lists  Corel  Draw  at; 
$595.  It  integrates  in  one  packaj 
of  the  major  graphics  functions: 
tration,  charting,  photo-editing 
painting,  animation  and  present! 
graphics.  Corel  Draw  is  the  ty[ 
software  that  builds  a  substantia 
lowing  over  time;  having  learne« 
commands,  you  don't  want  to  s\j 
to  Brand  X.  Sales  last  quarter 
$41  million,  Canadian,  and  the 
is  traded  on  both  the  Nasdaq 
Toronto  exchanges.  The  ean 
multiple  is  34.  In  U.S.  dollai 
is  a  buy  near  35. 
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Guinea  pigs. 
Lab  rats. 


our  company 


cperimentation  has  its  place.  But  not  when  you're  re-engineering  your  company  to 
►rove  productivity.  We've  been  applying  information  technology  to  help  businesses 
prove  their  productivity  for  30  years.  Experience.  Not  experiments.  (214)  605-2000. 


Ens 


Surgery  to  relieve  back  pain  is  often  unnecessary  and 
unsuccessful.  Below,  some  questions  to  ask, 
and  some  alternatives  to  the  surgeon's  knife. 


"Doc,  do  something— fast!' 


By  Katarzyna  Wandycz 

SOME  200  million  Americans  suffer 
from  back  pain  at  some  point  in  their 
lives;  every  year  almost  half  a  million 
of  them  undergo  surgery  to  relieve 
the  pain.  Yet  several  recent  medical 
studies  have  concluded  that  many 
patients  who  elect  back  surgeries 
don't  need  them. 

For  example,  an  article  in  the 
medical  journal  Spine  stated  that  as 
many  as  70%  of  those  who  under- 
went back  surgery  still  suffered  from 
back  pain  for  up  to  17  years  afer  the 
surgery. 

How  does  one  know  if  one  needs 
surgery?  If  you  are  in  such  excruciat- 
ing pain  that  you  cannot  tolerate  it, 
then  you  probably  need  surgery.  This 
is  especially  true  if  the  pain  extends 
from  your  back  down  into  your  legs. 
This  means  there  is  pressure  on  the 
root  of  the  nerve  going  out  of  your 
spine  into  the  legs.  There  are  drugs  to 
alleviate  such  pain;  Upjohn's  Ansaid 
helps  reduce  inflammation  and  pain 
in  the  spine.  Exercise,  too,  often 
helps.  Rut  if  so-called  conservative 
care — drugs  or  physical  therapy — 
hasn't  brought  relief  within  six  weeks, 
doctors  will  usually  recommend 
surgery. 


How  successful  the  surgery  will  be 
depends  on  what's  causing  the  pain. 
The  most  frequent  reason  for  back 
surgery  is  a  ruptured,  or  herniated, 
disk.  A  disk  is  an  oval-shaped  shock 
absorber  that's  situated  between  the 
bones  that  make  up  the  vertebrae. 
The  disk  has  a  nucleus  made  of  a  thick, 
jellylike  substance;  ligaments  wrap 
around  and  contain  the  nucleus.  But 
when  these  ligaments  tear,  part  of  the 
nucleus  bursts  out  and  flows  into  the 
spine,  putting  pressure  on  the  nerves 
in  the  spinal  column  and  causing  pain. 

The  disk  may  rupture  simply  as  a 
function  of  age.  But  disks  can  also  be 
ruptured  by  a  sudden  trauma — yank- 
ing on  a  stubborn  lawnmower  engine 
cord,  say — or  by  repeated  twists  and 
turns  of  the  body — playing  tennis,  for 
example,  or  skiing  moguls. 

Of  the  half-million  back  surgeries 
performed  ever)'  year  in  the  U.S.,  over 
300,000  are  to  remove  parts  of  rup- 
tured disks  or  whole  disks.  These  are 
the  most  straightforward  back  opera- 
tions; about  90%  of  them  are  success- 
ful, says  Ciarth  Russell,  senior  surgeon 
at  the  Columbia  Spine  Center  in  Co- 
lumbia, Mo.  The  patient  stays  in  the 
hospital  for  three  days  and  goes  home 


Disk 

Pinched  nerve 
Herniated  disk 

Lumbar  vertebra 
Nerve 


A  herniated  disk 
can  cause  excruci- 
ating pain.  Your 
disk  can  rupture 
by  itself  as  you 
age.  But  it  can  also 
rupture  from 
sudden  trauma — 
say,  when  you 
yank  on  a  stubborn 
lawnmower 
engine  cord. 


pain-free.  The  cost  of  such  an  o 
tion  ranges  from  $5,000  to  $12 
including  the  hospital  stay. 

Rut  Russell  says  that  as  many  as 
of  people  who  suffer  herniated 
would  be  cured  equally  well 
physical  exercise  or  medication, 
then  do  so  many  elect  surgery? 
cause  the  exercise  and  medicatio 
lief  take  weeks  or  months,  and  pc 
with  back  pain  want  immediate  r 
Says  Russell:  "Patients  come  in 
say:  'Doc,  do  something — fast!  I 
to  get  back  to  work,  I  have  payrr 
on  my  house,  I  want  surgery.'  " 

Adds  Joel  Press,  an  assistant  pr« 
sor  of  physical  medicine  and  reh; 
tation  at  Northwestern  Univen 
medical  school:  "I  was  treating  c 
cardiologists  with  ruptured  disks, 
seven  of  them  chose  to  undergo' 
gery."  At  the  $1,000  a  day  the  . 
age  U.S.  cardiologist  earns,  it  m 
economic  sense  to  get  back  to  wo 
fast  as  possible. 

Much  less  straightforward 
ruptured,  or  herniated,  disk  prob 
are  cases  where  patients  suffer  chr 
back  pain  caused  by  degenerative 
disease.  In  such  cases  the  patient 
not  feel  any  pain  in  his  or  her  legs 
may  experience  excruciating  pail 
the  back.  What  happens  is  that  a 
disk  degenerates — that  is,  gl 
old — it  releases  a  substance  that 
tates  the  nerve  roots,  causing  f 
Surgeons  can  correct  the  probler 
fusing  two  or  more  vertebral  b« 
together;  the  joint  doesn't  move, 
.disk  becomes  inactive  and  stops 
ducing  the  irritating  substance 
was  causing  pain. 

Sounds  simple  enough,  but  it  i: 
Columbia  Spine's  Russell  estim 
that  of  the  150,000  operations 
formed  every  year  in  the  U.S.  to 
vertebrae,  hilly  one-third  will  fai 
ease  the  patients'  pain. 
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:  prolotherapy 
ion 

<Y  Sweezey,  the  42- 
<4oId  president  of  Dal- 
^ccurate  Research 
suffered  from  lower 
pain  for  six  years.  She 
rwent  five  painful — 
insuccessful — back 
;ries,  costing 
.,000  (including 
cation,  physical  thera- 
ld  back  braces).  In- 
lce  covered  $500,000. 
as  at  my  wit's  end," 
ays. 

.  len  one  of  Sweeney's 
7  oyees  told  her  about  a 
if|ment  for  lower  back 
^called  "prolothera- 
Sweezey  went 
lgh  the  treatments, 
a  total  of  $20,000 

I  jding  travel  expenses 
:veral  trips  between 
s  and  Houston)  and  is 
back  at  work  full 

She  still  feels  some 
ti  occasionally  but  is 
v  to  climb  stairs  and 
a  car. 

ic  ck  pain  is  often  the 

I I  t  of  damaged  liga- 

«  s  that  can't  keep  ver- 
e  tightly  in  place. 
ei  a  person  moves 
I  pinal  bones  move  out 
i  gnment,  they  irritate 
lerves  and  create  pain, 
i  )neered  in  the  early 
ft  century  by  French 
jician  Alfred  Velpeau 


to  treat  hernias,  prolothera- 
py has  lately  been  used  to 
treat  back  pain.  It  involves 
injecting  an  irritating, 
natural  substance  into  the 
ligaments.  The  body  re- 
sponds by  sending  healing 
cells — like  sending  in  a 
maintenance  crew  to  rein- 
force the  undergirders  on 
a  bridge.  As  healing  cells  ar- 
rive, more  tissue  is  pro- 
duced, strengthening  liga- 
ments that  serve  as  sup- 
port for  the  joints. 
Prolotherapy  treatment 
requires  12  to  30  sessions, 
involving  between  10 
and  30  injections. 

How  effective  is  prolo- 
therapy? In  1987  the  Lancet, 
a  respected  British  medical 
publication,  reported  that 
35  out  of  40  patients  in  an 
experimental  prolotherapy 
group  showed  greater 
than  50%  improvement.  An- 
other study  published  in 
the  U.S.'  Journal  of  Spinal 
Disorders  this  February 
found  similar  results. 

But  prolotherapy  is  rel- 
atively untested  and  there- 
fore controversial.  Only 
about  250  doctors  in  the 
U.S.  perform  the  treat- 
ment. "I  don't  think  it's  fair 
to  use  that  type  of  treat- 
ment on  patients,"  says 
Carol  Warfield,  assistant 
professor  of  anesthesia  at 
Harvard  Medical  School. 

Warfield  and  other  back 
pain  specialists  with 


Penny  Sweezey 

Since  prolotherapy,  she 

takes  long  walks— and  smiles. 


whom  Forbes  discussed 
prolotherapy  questioned 
how  prolotherapists  know 
where  to  inject  the  sub- 
stance, since  the  weakening 
in  the  ligaments  doesn't 
show  on  X  rays.  The  skep- 
tics fear  that  if  the  prolo- 
therapy irritant  is  injected 
too  closely  to  the  nerves, 
it  may  damage  the  nervous 
system.  In  fact,  Lancet  re- 
ported that  in  the  1950s 
there  had  been  three 
cases  of  paralysis  and  two 
deaths  of  patients  under- 
going the  treatment. 


Doctors  who  have 
been  successfully  treating 
patients  with  prolothera- 
py say  the  injected  solution 
has  been  altered  over  the 
years,  and  they  haven't  seen 
damage  from  it  over  the 
last  30  years. 

Should  you  or 
shouldn't  you?  It's  a  tough 
call,  but  we'll  note  this:  In 
researching  this  article, 
Forbes  spoke  to  ten  peo- 
ple who  had  undergone 
prolotherapy.  They  all 
said  they  felt  better.  If  you 
suffer  from  chronic  back 
pain,  you  may  want  to  talk 
to  your  physician  about 
prolotherapy. 

-Suzanne  Jennings  mi 


le  problem  with  degenerative 
is  that  doctors  cannot  be  sure 
I  is  actually  causing  the  pain.  A 
lated  disk  shows  up  on  X  rays 
JCAT  scans  and  gives  doctors 
(  thing  to  go  after;  hence  the 
success  rate  for  ruptured  disk 
j'val  operations.  But  with  de- 
rated disks  there  are  no  good 
|to  determine  that  pain  is  actual - 
Iming  from  the  disk — X  rays  or 
Jeans  don't  show  them.  And  if  it 
J  out  that  a  degenerated  disk 
the  cause,  then  fusing  the  verte- 


brae does  nothing. 

"It's  extremely  frustrating,"  says 
Russell.  "The  same  operation  may 
work  on  one  patient,  and  be  a  com- 
plete failure  with  another." 

For  patients  who  have  tried  sur- 
gery, drugs  or  physical  therapy  with- 
out success,  there  are  numerous  other 
treatments,  including  the  relatively 
new  prolotherapy  (see  box)  offered  by 
pain  clinics  around  the  country.  If  you 
want  to  work  on  preventing  back  pain 
by  living  a  healthy  lifestyle  and  doing 
the  right  exercises,  call  1-800-824- 


bones.  The  service  is  run  by  the 
American  Academy  of  Orthopaedic 
Surgeons,  in  Rosemont,  111.  The 
Academy  will  send  you  a  free  "Lift  It 
Safe"  brochure. 

Here  are  some  of  the  Academy's 
recommendations: 

■  Don't  keep  your  knees  stiff  and 
don't  bend  your  back  when  lifting 
objects. 

■  Exercise  regularly. 

■  Don't  slouch. 

■  Don't  stretch,  reach  or  twist  your 
body  when  moving  lifted  objects.  » 
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If  you  love  the  sea  but  hate  cruise  liners, 
try  freighter  travel. 

But  take 
a  good  book 


By  Joel  Millman 

In  his  EPIC  history  The  Great  Explor- 
ers, Samuel  Eliot  Morison  describes 
Columbus1  1498  arrival  in  Trinidad: 
"The  men  went  ashore  .  .  .  and  had  a 
fine  time  splashing  and  yelling  and 
hallooing  into  the  jungle  in  the  hope 
that  some  pretty  native  girls  might 
respond." 

Unfortunately,  that  was  not  how  I 
found  Trinidad. 

The  pretty  native  girls  at  the  Port  of 
Spain  Holiday  Inn  merely  sympa- 
thized as  I  waited  a  second  day  for  the 
arrival  of  the  Columbus  Olivos,  the 
German  freighter  I  was  to  meet  for  a 
spell  of  island  hopping.  The  vessel  had 
already  canceled  its  call  in  Martinique, 
where  I  had  originally  intended  to 
meet  it.  That  caused  a  last-minute 
scramble  to  alter  flight  arrangements 
to  board  the  Columbus  Olivos  at  Port 
of  Spain,  Trinidad.  Once  there,  it  was 
a  case  of  hurry  up  and  wait. 

Lesson  number  one  about  freighter 
travel:  The  cargo  comes  first,  the 
owners'  profits  second,  passengers 
third.  Vessels  rarely  stay  in  port  more 
than  12  hours  at  a  time,  and  schedules 
can  change  whenever  an  opportunity 
to  pick  up  an  extra  container  arises. 

Often  vacation  passengers  board  a 
ship  at  the  beginning  of  its  voyage  and 
stay  until  the  end.  That  way  they 
needn't  worry  about  schedule 
changes.  But  that  assumes  lots  of 
leisure:  anywhere  from  the  Bergen 
Line's  12 -day  mail  run  through  the 
Norwegian  fjords,  to  the  Bank  Line's 
Antwerp-to-Panama-to-Tahiti-to-Sri 
Lan  ka  -  to  -  Sue  z  -  to  Rotte  rdam  five  - 
month  circumnavigation. 

If,  like  me,  you  have  only  a  few  days, 
you  take  your  chances  with  schedules. 

There  are  plenty  of  compensations. 
Short  trip  or  long,  freighter  vacations 


cost,  on  average,  less  than  $150  per 
person  per  day,  versus  about  $200  on 
a  typical  cruise. 

Your  cabin  is  likely  to  be  large, 
around  100  square  feet,  but  some- 
what spartan.  On  the  Columbus  Olivos 
every  cabin  comes  with  a  refrigerator, 
sofa  and  writing  desk.  Beds  are  made 
and  cabins  cleaned  once  a  day — pas- 
sengers customarily  tip  $2 
to  $3  per  person  per  day  for 
the  service — and  the  rooms 
are  air-conditioned. 

Food?  Nothing  fancy. 
Mainly  meat,  potatoes  and 
pasta — but  plenty  of  it. 
Wine  and  drinks  are  extra, 
but  most  liquor  is  brought 
on  board  duty-free.  On  the 
Columbus  Olivos  beer  sold 
for  $13  a  case;  Scotch  for 
about  $8  a  bottle.  Meals  are 
served  in  the  officers'  mess, 
where  passengers  mingle 
with  the  ship's  officers  and, 
occasionally,  the  officers' 
families.  There  are  no  more  than  12 
passengers  aboard. 

You  will  be  on  your  own  much  of 
the  time.  No  social  directors  on 
freighters,  no  shows,  no  bands,  no 
shops,  no  health  club,  no  pool  or 
skeet  shooting.  The  only  bar  is  in  a 
common  lounge,  where  the  night's 
only  entertainment,  movies  on  vcr, 
takes  place. 

But  if  quiet,  reading  and  contem- 
plation appeal  to  you,  so  will  freighter 
travel.  You'll  have  time  as  open  as  the 
open  sea,  sometimes  as  many  as  seven 
days  at  a  stretch.  No  ports  of  call  for 
heavy-duty  shopping,  no  postcards. 
No  piria  coladas  by  the  pool. 

Required  baggage  is  at  least  one 
hefty  volume  that  you  have  been  put- 


William  McGee  and  Laura  Starr 
About  to  begin  42  days  before  the  mast. 


ting  off  reading.  Samuel  Eliot  A* 
son,  maybe.  Or  some  Proust. 

Your  fellow  passengers  are  unl 
to  be  the  gregarious  types  you'li 
counter  on  your  typical  cruise.  Fi 
cial  analyst  Laura  Starr,  37,  cjuil 
job  at  Northern  Trust  in  Chicago 
spent  $4,000  worth  of  the  mone] 
earned  investing  in  Mexican  and 
communication  stocks  on  a  slow 
to  South  America.  "I  was  pretty  s 
could  get  a  job,  "  she  says.  "I  d 
know  if  I'll  always  be  able  to  do  tl 

Starr  and  six  other  passer 
joined  the  Columbus  Olivos  in  P 
delphia  on  Sept.  15.  After  a  five 
cruise  down  the  Eastern  seaboar 
Miami,  the  ship  sailed  into  open 
ter,  arriving  four  days  later  in  Po 
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E  WARM  TROPICAL 

*s  of  Miami,  there 

10MMUNITY  UNLIKE 
ifY  IN  THE  WORLD. 

;  splendid  winter  estate  of  the 
ilts,  Fisher  Island  has  become 
le  world's  most  celebrated 
lities.  With  lovely  residences 
cean  and  Biscayne  Bay,  it 
lampionship  golf,  tennis  on 
ss  and  hard  courts,  an  inter- 
P  spa,  two  marinas,  gourmet 
iiial  dining  in  seven  restaurants, 
t  mile-long  Atlantic  beach, 
heater,  shops  and  supreme  pri- 
1  security-all  just  minutes  by 
t'erry  from  cosmopolitan  Miami. 
■;r  Island 

|r  Island,  Florida  33109 
)  535-6071 

IFree  (800)  624-3251 
:305) 535-6008. 

(FISHER  ISLAND} 


ces  from  $800,000  to  $6,000,000. 
nt  mortgage  financing  available. 


phis  project^*  registered  with  the  New  Jersey  Real  Estate  Commission.  N/RKC*  WiPlJ-io  71o.  Registration  docs  nut  constitute  an  endorsement  of  the 
merits  «>r  value  of  the  project.  Obtain  and  read  the  New  Jersev  Public  ItffcringlsityRfincnr  before  signing  anything.  This  is  not  an  offering  to  anv 
person  in  anv  state  w  lfcrc  such  an  offering. no?  lawfuljv  be  made.  Equal  Housing  Opportunity. 


best  use  of  the  space  allotted,,  he 
enlisted  Richard  Miller  of  Manhat- 
tan's Gym  Source,  as  well  as  his  archi- 
tect. Together  they  designed  a  400- 
square-foot  space  that  is  connected  to- 
Chalsty's  bedroom  area  by  a  staircase. 
The  gym  houses  a  Vectra  1250  multi- 
unit  weight  machine  (cost,  $2,400), 
an  exercise  bike  ($500),  a  Trotter 
treadmill  ($3,500),  plus  chrome 
dumbbells  and  a  bench  ($900).  A 
mirrored  wall  assures  Chalsty  of  prop- 
er posture  while  weight-training.  A 


his  racing  memorabilia.  The  result:  a 
hilly  equipped  gym  that  showcases 
one  of  his  winning  race  cars,  a  highly 
modified  1987  Toyota  Celica.  "I 
\\  ant  to  go  to  the  gym  because  of  the 
way  it  feels,"  says  Cord.  He  also 
equipped  the  space  with  an  entertain 
ment  center  that  includes  a  TV,  VCR 
and  .stereo  system.  The  gym's  total 
cost  (minus  the  car):  $18,000. 

While  it's  tempting  to  buy  exercise 
equipment  from  catalogs  or  discount 
sporting  goods  stores  at  30%  to  40% 


in  the  Yellow  Pages. 

There  are  also  fitness  consul' 
many  of  whom  own  and  operate 
tor  health  clubs,  hotels,  school: 
other  institutions,  who  counsel 
viduals  on  home  gyms.  New 
based  Plus  One  fitness  Clinics, 
945  2525,  tor  instance,  runs  M< 
Stanley's  gym,  but  it  also  dej 
home  gyms.  Plus  One  will  work 
your  architect,  if  need  be,  and 
you  choose  your  equipment.  Am 
good  source  of  advice  is  per 


John  Chalsty, 
chief  executive 
of  Donaldson, 
Lufkin  &  Jenretl 
Convenience 
creates 
an  exercise 
addict. 


window  looking  out  on  his  garden  in 
front  of  the  house  helps  give  the  room 
a  bright,  airy  aura — this  is  no  sweat- 
stained  boxers'  gym. 

Chalsty,  tall  and  lean  at  60,  gives 
the  equipment  plenty  of  exercise. 
Most  mornings  he's  pumping  iron  by 
5  a.m.  Then  he  jumps  onto  his  tread- 
mill or  exercise  bike  and  tunes  into 
CNN.  He  follows  his  workout  with  a 
steam  bath  and  shower.  "There  is  no 
question  that  I've  become  addicted  to 
exercise  because  of  the  convenience," 
he  says. 

Atmosphere  drove  Chris  Cord,  53, 
to  create  a  unique  home  gym.  A 
former  investment  banker  who  now 
develops  real  estate,  Cord  was  also  a 
championship  race  car  driver.  When 
he  built  a  home  in  Sun  Valley,  Idaho 
two  years  ago,  he  wanted  both  a 
fitness  room  and  a  place  to  show  off 


off  the  prices  charged  by  specialty 
fitness  outfits,  you're  usually  better 
off  paying  the  higher  prices.  Dis- 
counters rarely  offer  help  with  assem- 
bly, installation  or  on-site  instructions 
for  using  the  sophisticated  machines 
they  sell. 

Specialty  shops  like  Manhattan's 
Gym  Source,  212-688-4222,  on  the 
other  hand,  will  visit  your  home  be- 
fore you  buy  your  equipment  and,  like 
an  interior  decorator,  draw  up  floor 
plans  of  the  gym  to  help  with  design 
and  equipment  decisions.  Some 
stores  in  other  cities  offering  similar 
sendees  include:  BusvBodv  stores  in 
Los  Angeles,  310-271-5670;  Dallas, 
214-398-1122;  or  Houston,  713- 
784-6051;  Dunn's  Exercise  America 
in  Miami,  305-757-6242;  and  Fitness 
Experience  in  uhe  Chicago  area,  708- 
969-1600.  Or  look  under  "exercise" 


trainers.  But  make  sure  they're 
getting  kickbacks  from  the  vendo 
equipment  they  recommend,  w 
Beth  Rothenberg,  a  Los  Angi 
based  personal  trainer. 

Here's  something  else  to  w 
about:  Exercise  equipment  is  he 
650  pounds  for  a  multistation  we 
machine,  for  example,  and 
pounds  for  a  Gravitron  machine, 
fore  ordering,  ask  whether  your  fl 
are  strong  enough  to  bear  the  wei 
Is  any  additional  electrical  wort 
quired?  What  about  ventilation? 
conditioning?  When  you  sell  ; 
home,  you  almost  certainly  won' 
coup  more  than  a  small  fractioi 
whatever  you  invest  in  your  g 
make  sure  this  fact  won't  bother  j 

If  you  live  in  an  apartment,  car 
protect  floors,  but  not  your  ne 
bors'  ears.  So  plan  to  put  rubber 
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LEFT: 

Champion  driver 
Chris  Cord  and 
wife,  Katrina 
Not  your 
everyday  gym 
in  a  garage. 

BELOW: 
Working  out. 


Bogged  down 

THERE'S  troublesome  cranberry  news 
ini  for  this  holiday  season.  And  all 
sons  of  people  are  getting  mad  ai 
John  Llewellyn,  president  of  Ocean 
Spraj  Cranberries.  Thai's  the  $1.2 
billion  grower-owned  cooperative 
thai  processes  and  sells  juice,  canned 
sauce  and,  in  the  fall,  lush  cranber 
i  k  s.  Alas,  there  aren'l  enough  bagsoi 
fresh  berries  i<>r  Thanksgiving.  Ami 
there  won't  Ik-  any  for  Christmas, 

Fresh  berries  account  for  only  5%of 
cranberry  sales,  Inn  it's  where  de 
mand  is  greatest.  Llewellyn  contrib 
nil  d  io  i he  pr< iblem  by  assuring  re i ail 
lis  that  the  fresh  fruit  crop  looked 


good.  Turns  out  he's  short  by  35,000 

barrels. 

"Ocean  Spray's  word  is  worthless 
when  il  comes  to  fresh  fruit,"  savs 
Chip  Morse,  a  fourth- generation 
grower  whose  father  is  a  retired 
(  )<  ean  Spray  hairman.  "S&me  retail 
crs  have  told  Ocean  Spray  that  if  we 
can'i  deliver  lush  fruit,  they  won't 
take  our  juice.  That's  how  important 
lu  sh  li  nil  is  n  >  retailers." 

Llewellyn,  58,  a  marketing  man 
fr< mi  ( ieneral  I •<  ><  >ds  and  1 1  i  wh< > 
joined  the  (.«>  op  in  s.iys  fresh 

berries  are  the  exception  to  a  record 
he's  proud  of.  "We  try  i<>  forecast 

demand  for  Ocean  Spray  products 


Ocean  Spray  Cranberries'  John  Llewel 
Just  the  normal  grumbling. 


ami  do  a  live  year  plan  every  1 
Generally  the  crop  is  predictable] 
supply  and  demand  are  in  balanc 
But  supply  and  demand-] 
more  to  the  point,  price — are  an 
ing  Llewellyn's  growers.  That's 
cause  for  the  last  lew  years  gro 
outside  the  co  op  have  been  gen 
10%  to  15%  more  per  barrel 
independent  buyers  than  Oj 
Spray  pays  its  members.  I  low  a 
Tor  one  thing,  the  independents 
gotten  a  live  ride  piggybacking 
Ocean  Spray's  tremendous  su< 
marketing  (he  tan  red  fruit. 

More  important,  demand  is  k 

ing  lor  private  label  beverages,  w 
die  independents  serve.  To  ensd 
steady  supply  of  berries,  tndepenl 
processors  have  lured  growers 
publicly  ow  ned  Northland  (  ran 
ries  out  of  the  co  op  with  fat,  m 
sear  purchasing  contracts.  Result 
six  years  Ocean  Spray's  market  s 
has  slipped  from  90%  to  78%. 

"Sure  there's  grumbling," 
Llewellyn  from  Ins  Lakeville,  Jv- 
headquarters,  a  grand  white  c 
board  structure  known  to  co  op  i 
contents  as  the  Taj  Mahal.  "Tl 
fairly  normal.  But  these  situat 
tend  to  reverse  themselves  \ 
time." 

lie's  got  a  point.  Some  o,00^ 
7,000  acres  of  new  bog  20%  ol 
day's  producing  acreage  are  I 
under  development  in  the  U.S. 
Canada.  They'll  be  producing  bei 
in  the  next  lew  years.  And  cx( 
ments  in  Chile,  Ireland  and  Li 
could  create  a  supply  outside  Nj 
America  for  the  first  time.  A 
surplus  years  could  have  indcpciu 
growers  clamoring  to  join  Oc 
Spray.  And  holiday  cooks  mav 
happy  once  more. 

Way  to  go,  Al! 

After  1  IarperX  lot  i  ins  paid  1 

Quaylea  reported  SI  million  advl 

for  his  memoirs,  one  of  the  lust  th| 

he  did  w  as  \  isit  his  chiel  tormentol 

the  Washington  press  corps,  "j 

interviewed  a  number  ol  membei 

the  national  media  w  ho  covered  ir 

he  s.i\  s  "  And  I 'm  not  finished  I  w 

them  to  be  able  to  respond  to  sotni 

the  things  th.it  I  am  noinu,  to  sav. 

it 

Qua)  le  ma\  si  mud  like  he's  look 
for  a  fight,  but  he  hasn't  lost  Ins  si 
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State  of  the 


The  art  of  advanced  civilisations  that  preceeded  modern,  democratic- 
Turkey  isn't  all  in  our  museums  -  as  is  this  ancient  mosaic  of  Medusa. 
With  Turkish  Airlines  the  art  of  flying  has  always  been  advanced. 
Today  we  have  one  of  the  most  modern  fleets  available.  And  that  means 
whether  you  re  flying  direct  from  New  York,  London,  Paris,  Frankfurt. 
Zurich  or  Tokyo,  your  trip  will  be  totally  relaxed.  Especially  with  our 

warm  Turkish  hospitality,  which,  unlike  Medusa,  will  never  leave  you  stone  cold 


FACES  jftHIMD  THE  FIGURES 


of  humor.  On  Nafta:  "I  never 
thought  a  year  from  the  election  I'd 
be  sitting  in  my  living  room  at  home 
in  Indianapolis  rooting  for  Al  Gore  in 
a  debate,1'  he  cracks.  "But  I  was."  . 

Back  in  Indianapolis,  the  career 
politician  is  trying  his  hand  at  private 
enterprise.  "It's  about  time  to  quit 
pleaching  entrepreneurship  and  go 
out  and  practice  it,"  he  says.  A  few 
months  ago  Quayle  and  some  politi- 
cal cronies  started  Circle  Investors  to 
buy  insurance  companies  and  sell  an- 
nuities to  folks  trying  to  finance  their 
kids'  education  or  their  own  retire- 
ment. Right  now  the  partners  are 
trying  to  raise  some  capital  privately. 

Quayle  is  also  in  a  deal  with  his 
former  national  security  adviser  to 
help  open  doors  overseas  for  fx  Con- 
cepts, a  New  York  foreign  exchange 
firm  with  $5  billion  under  manage- 
ment. And  he  hopes  to  syndicate  a 
weekly  column  he's  writing  for  the 
Hudson  Institute,  the  free-market 
think  tank. 

Is  Quayle  still  thinking  of  running 
for  President  in  1996?  FORBES  asked  if 
there  was  anything  to  the  rumblings 
we'd  heard  that  he  was  considering  a 
run  for  Indiana  governor  next  year. 
"It's  not  next  year,"  he  coyly  correct- 
ed us,  "it's  1996.  See,  that  presents  a 
problem."  -Gary  Slutsker 

All  in  the  family 

Tim  Robertson  is  president  of  Inter- 
national Family  Entertainment,  par- 
ent of  cable  TV's  very  successful  Fam- 
ily Channel.  He's  also  the  son  of  its 
founder,  preacher  Pat  Robertson.  Ask 
Tim  what  he  thinks  of  today's  billion- 
dollar  media  deals  and  you'll  hear 
both  evangelist  and  businessman  in 
his  answer:  "A  lot  of  people  are  trying 
to  scale  mountains.  That  means  there 
is  more  room  in  the  valleys — as  well  as 
some  choice  riverfront  property." 

The  choicest  by  far  is  British  broad- 
caster TVS.  Five  years  ago  TVS  bought 
mtm  Entertainment — Mary  Tyler 
Moore's  old  production  company — 
for  $340  million.  Early  this  year  Rob- 
ertson nabbed  TVS  for  onlv  $94  mil- 
lion. The  assets:  $40  million  in  cash 
and  over  2,000  episodes  of  hit  mtm 
programs  like  The  Mary  Tyler  Moore 
Show,  TIjc  Bob  Newhart  Show  and  Hill 
Street  Blues.  Kick  in  future  syndication 
sales  from  Burt  Reynolds'  current  hit 


Evening  Shade,  and  the  MTM  shows 
ought  to  throw  off  $10  million  of  cash 
flow  a  year  by  1995.  "We're  pretty 
happy  with  the  deal,"  says  Robertson. 

Tim,  38,  got  started  in  broadcast- 
ing at  16,  interning  at  a  station  owned 
by  his  father's  Christian'Broadcasting 
Network.  In  the  early  1980s  he  began 
easing  dad's  network  into  secular  pro- 
gramming, producing  some  shows 
and  busing  others.  With  backing 
from  John  Malone's  Liberty  Media 
Corp.,  the  Robertsons  bought  the 
Family  Channel  in  1989.  Now  public- 
ly traded,  the  company  could  earn 
over  $23  million  on  sales  approaching 
$200  million  this  year. 

Now  Tim  w  ants  to  develop  some 
new  properties,  but  he's  testing  his 
ideas  very  conservatively.  Each  day 
he's  slotting  a  few  hours  of  Family 
Channel  programming  for  two  new 
formats,  the  Game  Channel  and  the 
Cable  Health  Club.  Previewing  the 


networks  on  the  Family  Char 
him  experiment  without  the  I 
front  expenses  of  a  national  lai 
And  more  programming  wi 
be  coming  from  Tim's  latest  pr 
chain  of  music  hall  theaters.  Ail 
ger  that  dad's  700  Club  show] 
still  airs  three  hours  a  day,  v 
bumped  out  of  prime  time 
don't  worry  about  that  right 
Tim  says.  "He's  getting  pretr; 
ratings."       ( IHRISTOPHER  Pj 

Breaking  the  frill  ban 

Brian  Barents  likes  to  wh 
studies  proving  that  compank 
corporate  jets  do  better  than  c 
nies  where  the  chief  executive 
line  up  at  the  counter  at  Nor 
like  everyone  else.  But  as  presic 
Wichita's  Learjet,  he  knows  t 
some  people  his  planes  smack 
porate  overindulgence.  "At  the 
Bowl,  or  the  Masters,  you  see  p 
of  all  those  airplanes  sitting  « 
ramps,"  he  says  with  a  shrug 
good  cannon  fodder.  But  it 
something  we  have  to  live  w  ith 
Barents,  49,  took  over  a  trc 
Learjet  in  1989,  just  as  its  | 
Integrated  Resources,  was  1 
bankrupt.  A  salesman,  not  an 
neer,  he  had  learned  to  fly  jet  Hi 
with  the  Michigan  Air  N; 
Guard  and  later  rose  to  senic 
president  at  Cessna  before  1 


ABOVE: 

Dan  Quayle, 
entrepreneur 
Time  to  get  even? 


RIGHT: 

Tim  Robertson,  the 
Family  Channel 
Room  in 
the  valley. 
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We  Show  You  How  Things 

Really  Work 


To  learn  more  about 
Insight,  call  Publisher 
James  D.  McVey, 
(212)  599-1730. 


FACES  BEHIND  THE  FIGURES 


LEFT: 

Learjet's  presid 
Brian  Barents 
His  $400  mill 
bet  is  paying 


lured  him  into  the  car  business. 
There,  he  says,  he  learned  some  les- 
sons in  coordinating  customer  needs, 
design  and  manufacturing.  "I've 
been  very  critical  of  our  industry,"  he 
says.  "We  have  a  habit  similar  to 
Detroit's  of  designing  and  building 
products  that  don't  necessarily  meet 
the  needs  of  the  end  user." 

Once  on  board  Learjet,  Barents 
helped  sell  it  to  Bombardier  of  Cana- 
da— maker  of  Canadair,  de  Havilland 
and  Shorts  aircraft  as  w  ell  as  Ski-Doo 
snowmobiles — and  put  his  auto  les- 
sons to  the  test  by  committing  more 
than  $400  million  to  new  products. 
"Anytime  you  embark  on  a  product 
development  program,  you're  bet- 
ting your  company,"  he  says. 

Barents'  bet  paid  off.  Delivering  39 
planes  this  year,  he  brags  that  sales 
doubled  in  t  he  past  three  vears  to  over 
$400  million.  "We're  selling  only  12 
more  planes  than  last  year,  but  19  are 
our  new  Learjet  60s  at  $9  million 
instead  of  $5  million  jets."  Next  proj- 
ect: the  Learjet  45,  with  the  features 
of  a  midsize  jet  for  a  light  jet  price. 

To  Barents,  success  is  his  best  de- 
fense. "People  buy  airplanes  if  they 
need  them.  That's  the  best  proof  we 
can  have  that  these  aren't  toys." 

-Jerry  Flint 


BELOW: 

Gus  Grant, 
founding  presic 
of  Sprint 
"AT&T 
screamed, 
but  I  was 
desperate.' 


Water  man 

Telling  how  he  saved  long  distance 
carrier  Sprint  from  disaster,  Gus 
Grant  always  starts  by  saying  the  idea 
came  to  him  in  the  shower.  Grant  was 
founding  president  of  Sprint  when 
Southern  Pacific  launched  it  in  1973. 
By  1977  he  had  built  a  national  trans- 
mission system  that  was  bleeding 
money  because  regulators  wouldn't 
let  him  connect  Sprint's  microwave 
system  to  what  were  then  AT&T's  local 
networks. 

The  single  exception  was  for  non- 
voice  transmissions,  like  faxes,  then  a 
very  small  market.  "But  in  those  days 
faxes  had  to  be  voice-coordinated," 
says  Grant.  "You  had  to  call  some- 
body up  and  tell  him  to  put  his  fax 
machine  on." 

Grant's  shower  inspiration:  There 
was  nothing  to  keep  fax  customers 
from  using  their  tax  lines  as  voice 
lines.  "That  was  their  business,"  says 
Grant,  "not  mine."  Instructed  to 
push  "fax"  lines  at  rates  35%  below 
AT&T's  price,  Sprint's  sales  force  in- 
creased revenues  tenfold  in  60  days. 
"AT&T  screamed,"  Grant  laughs. 
"But  I  was  desperate." 

Today  Grant,  74,  who  has  run  doz- 
ens of  businesses  for  GE,  Teledyne  and 
others,  is  inspired  anew  by  water.  He's 


waist-deep  in  a  manufacturing  st; 
called  Water  Chef  that  he  runs 
Scottsdale,  Ariz.  The  product?  / 
ter  cooler  whose  five -gallon  tank 
on  the  bottom  instead  of  the  t< 
the  machine.  Grant  says  the  d 
will  help  the  company  break  infr 
home  market.  The  machines 
started  rolling  out  of  his  H 
Mont,  plant  in  October,  but  ( 
predicts  sales  of  $18  million  to 
million  next  year.  "Where  I  i 
from,"  he  says,  "that  kind  of 
increase  is  nothing." 
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WN  YOUR  OWN  RANCH  IN 
THE  COLORADO  ROCKIES 


Wagon  Creek  Ranch  is  offering  minimum  40  acre  ranches  ^Rpng  for  as  little  as  $25,000 
vide  full  financing  and  buyer  protection.  If  you've  ever  drearnwof  owning  your  own  piece  o 
Ikies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for  vacations 
)untry  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun.  For  mon 
ition  without  obligation, 

Gall  1-800-FORBES-5.  Outside  the  U.S.  (719)  379-3263 


fig  Opportun 


ADVERTISEMENT 


Dealerscope  Merchandising  Products  of  the  Mon 


Universal  Electronics 
One  For  All  VCR  PRO  4 

Now  you  can  easily 
program  a  VCR  and  clear 
away  the  "coffee  table 
clutter"  of  remote  controls 
with  the  new  One  For  All 
VCRPR0  4  programmer/ 
universal  remote  by 
Universal  Electronics,  Inc. 
The  VCRPRO  4  programs 
any  VCR,  and  replaces  up  t< 
tour  remote  controls  for 
TVs,  VCRs  and  cable  boxes. 
For  more  information,  call 
L-800-883-4776  or  write: 
Universal  Electronics  Inc., 
1864  Enterprise  Parkway  West,  Twinsburg, 
OH  44087. 
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comi'ton's 
NewMedia 
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Interactive 
Encyclopedia" 
for  Windows  " 

St  imulate  your 
mind  with  the  CD- 
ROM  encyclopedia 
that  sparks  interest 
and  feeds  curiosity. 
See  cells  divide,  watch  blood  pump  through 
the  heart,  and  see  and  hear  the  space 
shuttle  lift  off.  Compton's Interactive 
Encyclopedia  actively  involves  you  in  the 
learning  process  as  you  choose  your  subject 
and  medium  and  direct  your  multimedia 
exploration  through  the  vast  world  of 
knowledge.  Award-winning  content  with 
the  full  power  of  mult  imedia  has  earned 
Compton's  the  recommendation  of  the 
American  Library  Association. 

Compton's  CD-ROM  encyclopedia  offers 
the  best  combination  of  35,000  articles, 
enhanced  pictures,  97  videos,  slide  shows 
and  animations,  plus  sounds  and  full  motion 
video.  Suggested  retail  price  $395.(10. 

Call  1-800-802-2206  to  order  our  free  CD- 
ROM  product  catalog. 


ASKO 

Stainless  Steel 
Dishwashers 

Asko  stainless 
steel  dishwashers 
from  Sweden 
outperform  top  U.S. 
models  in  cleaning 
power,  durability 
and  quiet  operation.  An  Asko  uses  only  5.3 
gallons  of  water  per  load  (about  half  of  most 
domestic  models),  so  you  can  save  over 
1 ,600  gallons  of  water  a  year.  For  a  free 
brochure,  call  Asko,  Inc.  at  1-800-367-2444. 


COAST  Introduces 
Genuine  Leather 
4-Way  Carry  Pouch 
Model  No.  L  12 

COAST  Manufacturing 
is  introducing  a  genuine 
leather  carry  pouch,  custom 
designed  to  hold  the  new 
Polaroid  Captiva  camera  and  other  cameras 
of  similar  size.  Called  the  L-12,  this  attract  iv< 
new  case  offers  convenient  four-way  carrying 
and  has  closed-cell,  cross-linked,  dense 
polyfoam  inner-wall  construct  ion  for  shock 
protection.  It  is  also  fully  lined  with  a 
smooth,  non-abrasive  nylon  material  to 
ensure  that  the  camera  isn't  scratched.  A 


olio  s  convenient  access  t<j 
camera  and  film.  Plus,  thi| 
new  product  has  an  adjust; 
and  detachable  strap  for 
either  shoulder  or  waist 
canying  and  a  Velcro 
fastened  loop  on  the  rear  <: 
the  case  for  easy  hand  or  hi 
canying.  COAST  Manufacturing  —  the 
multi-media  accessory  company  —  is  the 
world's  largest  manufacturer,  importer  an< 
distributor  of  photo,  video,  audio  and 
notebook  computer  carrying  cases  and 
accessories.  For  more  information,  call  1- 
333-6282  or  write:  COAST  Manufacturing, 
200  Corporate  Boulevard  South,  Yonkers, 


quick-release  lock  on  the  front  of  the  case        NY  10701. 


New  from  Ambico  — 
The  V  6350  Titler 

A  sophisticated  video 
t  itle  writer  that  produces 
professional  results  even 
for  the  novice.  Now 
everyone  can  eliminate  the 
boredom  of  video  by 
adding  their  own  titles. 
The  Ambico  video  title 
writer  features  an  on-screen  display  that 
makes  operation  unbelievably  easy.  It  has  ten 
pages  of  memory  for  automatic  or  manual 
playback.  Titles  can  appear  over  live  action  or 
on  internally-generated  color  backgrounds. 


Choose  from  one  of  eight 
colors,  four  type  sizes,  three 
border  designs  and  two  type 
fonts.  In  addition,  your  titles 
pop  in  and  out,  wipe  on  and  o 
move  from  top  to  bottom,  froi 
side  to  side  or  scroll  like  a 
tickertape.  There's  even  a  bu 
in  Spanish  lettering  capability 
Of  course,  its  fully  YHS,  S-VH!- 
and  8mm  compatible. 

For  more  information  on  the  V  6350  Tit 
call  1-800-742-3438  or  write:  Ambico,  A 
Division  Of  Recoton  Corporation,  29511  Lak< 
Emma  Rd..  Lake  Man',  FL  32746. 


FUJI  Novel  Batteries  for  Rapid 
Growth 

Fuji  Novel  Super 
Alkaline  Batteries 
represent  a  technological 
advance  in 
environmental 
protection. 
Although  they 
are  made  with  a 
formula  that  is 
100%  mercury-free  and 
100%  cadmium-free,  they  actually  outperform 
less  environmentally  friendly  batteries  under 
some  conditions.  The  full  line  of  Fuji  Novel 
Super  Alkaline  Batteries  live  up  to  their 
theme:  "Powerful  Respect  for  Our 
Environment." 


PhoneMate's  Multi-Feature  Pho 

PhoneMate's  model 
8770  with  integrated 
speakerphone 
features  a  digital 
outgoing  message  J 
for  ease  of  use 
and  reliability. 
The  unit's 
sophisticated 
functions 
include  voice 
time/day  stamp,  voice  assisted  operatioi 
auto  extension  disconnect  and  power 
failure  protection.  The  multi-feature 
phone  includes  on-hook  dialing,  nine- 
station  autodial  with  voice  check,  last- 
number  redial  and  hold/flash. 


Magnavox  TV  Allowance 
Television  Time  Manager 

The  Magnavox  TV  Allowance 
Television  time  manager 
monitors  your  child's  TV  usage  on 
a  weekly  basis.  You  determine  the 
time  your  child  spends  playing  video 
games,  watching  movies  on  the  VCR, 
and  tuning  in  to  regular  TV  shows. 
Then,  the  TV  Allowance  monitors  and 


limits  usage  according  to  your 
specifications.  As  a  result,  childre 
learn  time  management  and 
budgeting  skills,  and  the 
importance  of  prioritizing 
activities.  For  more 
information,  call  1-800-292- 
3066,  or  write  Philips 
Consumer  Electronics  Comp; 
ox  555,  Jefferson  City,  TN  37760. 
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The  overall  market 


BY  ERIC  S.  HARDY 


V 

s  been  2V2  years  since  the  Dow 
;trials  first  crossed  the  3000  level. 

00  next?  Not  until  late  1 994,  says 
am  LeFevre,  an  analyst  at  Ehren- 
z  King  Nussbaum  in  New  York, 
vre  thinks  the  market  will  fluctu- 
>r  several  months  but  reach  3900 
xt  summer,  and  he  expects  Dow 
ngs  to  top  $200  in  1994. 
/o  of  LeFevre's  favorite  stocks 
Tiong  the  most  depressed  in  the 

index.  One  is  Philip  Morris, 
sells  32%  below  its  five-year 
of  86%  and  yields  4%.  The  other 
dt  Disney,  off  16%  from  its  12- 
h  high.  Wall  Street  has  been 
_  ;hing  Disney  for  the  fiasco  at  its 
owned  Euro  Disney  theme  park, 
ow  that  Disney  has  taken  a  $350 
>n  charge  to  account  for  Euro 
:y's  problems,  and  with  the  re- 
from  its  blockbuster  Aladdin 
still  to  be  booked  (Forbes,  Nov. 
Disney  may  be  ready  to  move 

1  again. 


ecial  focus 


[  arc  the  best  performing  sector  funds 
the  last  12  months  in  each  of  ten 
rent  sectors.  Note  that  six  of  these  j 
s  are  sponsored  by  Fidelity  Distribu- 
But  remember  that  in  this  form  of  I 
ized  crapshooting,  picking  the  right 
n  matters  more  than  picking  the  right 
^  I  within  the  sector. 

I 

ie  hottest  sector  funds  today 

1-year  3-year 
total  annualized 


ompany 

return 

return 

Tiled  Svcs-World  Gold 

73% 

20% 

iS  Telecommun-Growth  A 

64 

34 

delity  Sel-Broadcast/Media 

58 

41 

vesco  Strategic-Leisure 

56 

45 

delity  Sei-Home  Finance 

54 

60 

delity  Sel-Telecommun 

51 

32  j 

:  delity  Set-Automotive 

44 

40 

delity  Advisor-Global  Res 

41 

21 

delity  Sel-Constr  &  Housing 

36 

36 

<A  Real  Estate  Sees 

32 

25 

urce:  Mormngstar,  Inc. 

2600 
2200 


1400 


The  Barra  All-US  price  index  as  of  1 1/1 1/93 


Market  value:  $5,032.1  billion 
P/E:  25.1 

P/E  minus  negative  EPS:  17.5 
Price/book:  2.8 
Yield:  2.5% 


12-month  closeup 


Closeup  on  the  market 


Index  or  investment 

2-week  change 

%  change  from 
1  year  ago       5-year  high 

Barra  All-US  index 

-0.8  % 

11.7% 

-1.5% 

S&P/Barra  Growth  index1 

0.2 

1 

3.5 

-0.7 

S&P/Barra  Value  index2 

-1.9 

21.1 

-2.2 

Dow  Jones  industrials 

-0.7 

13.0 

-1.0 

S&P  500 

-1.1 

9.4 

-1.5 

NYSE 

-1.1 

10.0 

-1.7 

Nasdaq 

0.7 

22.8 

Amex 

0.1 

1 

22.8 

-1.3 

EAFE3 

-1.2 

32.7 

-8.1 

CRB  tutures  index45 

2.1 

■  10.6 

-18.3 

Gold  (Comex  spot) 

1.8 

1  12.8 

-25.2 

Yen  5  (per  $US) 

-1.7 

-14.2 

-35.2 

Oil 5  (W  Texas  Intermediate) 

-2.3 

-16.3 

-58.9 

The  best  and  worst  performing  stocks6 


The  best  and  worst  performing  industry  factors6 


Best 

2-week 
change 

Since 
12/31/92 

Worst 

2-week 
change 

Since 
12/31/92 

Tobacco 

13.2% 

-36.8% 

Beverages 

-8.0% 

5.5% 

Forest  products 

7.9 

23.0 

Life  insurance 

-6.4 

-0.6 

Coal  &  uranium 

7.6 

-9.6 

Broadcasting,  publishing 

-4.6 

44.2 

Business  equipment 

5.7 

1.2 

Oilfield  services 

-4.Z 

12.8 

Precious  metals 

5.5 

61.8 

Tire  &  rubber 

-4.2 

3.4 

2-week 

1993 

2-week 

1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Geotek  Industries 

16 

71% 

NA 

Kendall  Square  Research 

hM 

-54% 

$0.46 

Protein  Design  Labs 

25i/4 

57  3 

5-1.21 

Martech  USA 

3V8 

-52 

0.44 

Cellular  Technical  Services 

273/4 

52 

NA 

Embrace  Systems 

8Ve 

-37 

NA 

Westwood  One 

83/4 

43 

NA 

National  Vision  Assoc 

7  3/4 

-33 

0.31 

Pacific  Physician  Services 

27  y2 

38 

0.68* 

Intellicall 

93/8 

-30 

NA 

ia  for  period  ending  11/11/93.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
;ets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
nrowth. 7  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios. 3  A  dollar-denominated  capitalization-weighted 
Inore  than  1,000  stocks  from  Europe,  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  4  Index  of  21  commodity  futures.  ''Source:  Knight-Ridder 
I  Information. 6  During  the  last  two  weeks.  'Estimate.  Source:  Institutional  Brokers  Estimate  System. 8  Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size, 
i  growtn  characteristics.  Multi  industry  firms  have  proportional  contributions  in  two  or  more  groups.  '1994  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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curve 

3  months 


Maturity  (years) 


30-year  rate  minus  1-year  rate 

500 

Basis  points' 

300                                                                                          f  \ 

100     \#           V,/  y 

0 

-100            i            i  i 

'84         '85         '86        '87  '88 

'89 

'90 

'91 

'92  '93 

Yield  versus  inflation 


16% 


12 


u 

'84  '85 

'86        '87  '88 

'89  '90 

'91  '92 

'93 

Spread  over  Treasury  s 

Total  returns 

Security 

Basis  points 1 

Security 

1  year6 

3  years6  7 

AA  corporates 

37 

AAA  corporates 

15.6% 

14.5% 

AAA  industrials 

34 

Ginnie  Maes 

8.6 

11.4 

Ginnie  Maes 

169 

Junk  corporates4 

19.0 

25.9 

Junk  corporates ' 

531 

Municipals 

14.1 

11.5 

Municipals' 

-112 

Treasury  bonds 

13.0 

12.0 

Municipal  bond  investors  who 
at  the  record  low  yields  of  mid 
ber  have  seen  their  patience  rev 
The  yield  to  call  on  the  Mi 
Bond  Index — a  compilation  b 
Buyer  of  40  long-term  mi 
bonds  of  various  credit  qualiti 
a  record  low  of  5.33%  on  Oct. 
has  since  risen  by  more  than  5 
points.  The  recent  yield  of  5 
the  highest  since  August. 

In  the  corporate  debt  mark© 
billion  in  bonds  suffered  a 
decline  in  the  first  nine  month: 
year,  while  $121  billion  in  dc 
upgraded.  But  the  third  quan 
marked  by  a  substantial  impro\ 
in  credit  quality,  which  furth 
rowed  the  yield  spreads  (see  Ion 
between  U.S.  Treasury  securit 
the  highest-rated  corporate  del 
quarter  $67  billion  in  coi 
bonds  earned  ratings  upgrades 
$29  billion  was  downgraded. 

It  is  not  easy  to  get  an  edge 
bond  market.  Investors  pick  up 
sly  34  basis  points  in  extra  yie 
instance,  by  favoring  an  AAJ 
noncallable  corporate  bond 
Treasury.  In  such  tax-heavy  lo( 
New  York  City,  this  does  not  m 
for  the  fact  that  corporate  int< 
subject  to  state  and  local  incor 
whereas  Treasury  interest  is  ex< 

U.S.  Treasury's  have  seen  a  nil 
in  1993,  but  bonds  issued  by  de 
ing  countries  have  done  even 
The  Merrill  Lynch  Brady/Exc 
Bond  Index,  which  tracks  the  { 
mance  of  foreign  (mostly  Latin 
ican)  dollar-denominated  bon( 
a  36%  total  return  through  Oc 
Frank  Fernandez,  who  compil 
index,  thinks  the  best  opportun 
foreign  bonds  right  now  are  in 
zuela  and  Argentina,  whose  < 
denominated,  fixed-rate  sov 
debt  yields  more  than  five  perc< 
points  above  U.S.  Treasurys. 

NationsBank  economist  A 
Levy  is  encouraged  bv  the  U.S. 
bur  steady  economic  recover 
continued  low  inflation.  Nonet! 
Levy  does  expect  a  rise  in  shorl 
interest  rates  next  year,  which  1 
tend  to  flatten  out  today's  s 
positive  yield  curve. 


Note:  Except  where  footnoted,  all  information  provided 
'The  trailing  12-month  increase  in  the  Consumer  Price 


by  Barra,  Inc.,  Berkeley,  Calif.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  2Yield  on  10-year  Tr 
Index.  "Source:  First  Boston.  5Source:  Lehman  Brothers.  6Data  through  10/31/93.  'Annualized. 
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NOW  READY 


THE  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
L:rapbook  of  Thoughts  on  the 
lisiness  of  Life  opens  up  a 
|Dwser's  heaven.  Each  and  every 
?pught  strikes  a  spark  of  plea- 
ire  by  its  originality  and  felicity  of 
'pression.  The  range  is  virtually 
nitless.  There  are  gems  on  Early 
iising,  Economists  and  Eternity. 
•ie  selection  is  equally  sparkling 
I  Manufacture,  Meddling,  and 
ten  Of  The  World.  It  offers  pure 
:Jd  on  Wage  Structure,  Wine, 
Id  Worry.  Contributors  range 
Itm  the  earliest  thinkers  to  the 

Bsent  day. 

The  three-volume  set,  printed 
:  fine  quality  stock,  bound  in 
een  cloth  and  housed  in  a 
i  ndsome  matching  slipcase,  is 
e  quintessential  bedside  com- 


panion with  over  10,000  meticu- 
lously culled  quotes  from  the 
world's  greatest  authors. 

As  a  gift  to  business  asso- 
ciates and  friends,  it  will  give  a  life- 
time of  pleasure.  They  can  sam- 
ple it  by  dipping  at  random  or  pur- 
sue a  more  charted  course  with 
the  aid  of  the  subject  and  author 
indices.  To  order  a  copy  for  your- 
self or  as  a  gift,  fill  out  and  return 
the  coupon  below.  The  company 
of  great  writers  and  thinkers 
awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additional 
charge 


□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


For  Faster  Service 
Call:  1-800-234-4553 

Please  have  credit  card  ready 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 
to  take  "Thoughts"  on 
their  travels,  a  single  volume 
edition  containing  about 
a  third  of  the  material 
in  529  pages  is  also 
available.  Please  check 
the  appropriate  box  on 
the  order  form. 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $69.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 

(please  print) 

Address 

Apt  # 

□  Charge  my  credit  card 

□  AmEx 

□  MasterCard 

□  Visa 

No  

Exp.  Date  


City  State  Zip 

□  Please  send  the  one  volume  edition  instead  Price  $27  50  includes  shipping  and  handling. 
Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable. 
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Oil  prices  are  in  the  dumps,  which  is  one  reason 
Vanguard's  Ernst  von  Metzsch  likes  the  stocks— 
the  more  out  of  favor  the  better. 


Fill 


erup 


By  Christopher  Palmeri 

At  less  than  $17  a  barrel,  crude  is  the 
cheapest  it's  been  since  before  the 
Gulf  war.  But  the  world  is  not  about 
to  stop  using  oil,  and  these  low  prices 
could  turn  out  to  be  a  long-term 
investment  opportunity.  Listen  to 
Ernst  von  Metzsch,  53,  a  Dutchman 
who  runs  Vanguard  Specialized  Ener- 
gy Portfolio  (assets,  $250  million). 
"There  are  only  so  many  large  fields  in 
the  ground,'"  von  Metzsch  says. 
"Eventually  people  have  to  look  for 
smaller  fields  in  less  hospi- 
table places.  In  the  long 
term,  that  means  prices  will 
go  up." 

That  von  Metzsch  knows 
his  way  around  the  oil  busi- 
ness is  clear  from  his  record 
during  what  have  not  been 
great  times  for  oil.  In  the 
last  five  vears  he  has  beaten 
die  Standard  &  Poor's  500 
index  by  IV2  percentage 
points  annually,  returning 
16.3%  a  year. 

Von  Metzsch,  who  has  a 
Harvard  Ph.D.  in  econom- 
ic geology,  ignores  outfits 
that  claim  to  have  struck  a 
gusher.   Instead  he  buys 
stocks  that  the  market  treats  like  dry 
holes.  "I'm  always  looking  for  lag 
gards,"  he  says.  "The  market  tends  to 
overreact  on  the  upside  and  the 
downside." 

Last  year  he  watched  the  price  of 
natural  gas  flicker  down  from  $1.70 
to  about  $1  per  thousand  cubic  feet. 
He  loaded  up  on  such  natural  gas 
producers  as  Apache  Corp.,  Burling- 
ton Resources  and  Enron  Oil  &  Gas. 
Later  he  bought  oilfield  service  firms 
with  plenty  of  natural  gas  customers, 
such  as  Halliburton,  Rowan  Cos.  and 
Global  Marine.  When  he  was  finished 
bargain  hunting,  60%  of  his  portfolio 
was  in  natural-gas  related  stocks. 


Von  Metzsch  picked  up  most  of 
these  stocks  for  as  little  as  five  times 
their  discretionary  cash  flow,  or  earn 
ings  plus  depreciation,  deferred  taxes 
and  oil  exploration  expenditures.  At 
such  valuations,  the  group  was  at  a 
two-year  low.  This  year  natural  gas 
prices  have  nearly  doubled,  and  his 
fund  is  up  37%. 

That's  nice,  but  what's  he  done  for 
his  shareholders  lately?  Von  Metzsch 
has  already  taken  profits  on  many  of 


Slick  picks 

Company 

52-week 

Recent 

Price/cash  flow 

high 

lew 

price 

1993  1994 

Amerada  Hess 

56 

43 

49 

5.4  3.1 

Dekalb  Energy 

19 

11 

17 

6.5  5.0 

Exxon 

69 

58 

64 

7.0  6.6 

Talisman  Energy 

35 

15 

29 

9.7  6.8 

Total 

29 

20 

27 

6.3  5.7 

Unocal 

33 

23 

27 

4.2  3.7 

Source:  Wellington  Management  Co. 

These  oil  and  gas  producers  and  refiners 
are  among  Ernst  von  Metzsch's  favorites, 
based  on  his  estimates  of  upcoming  cash  flows. 


his  natural  gas  stocks  and  put  the 
proceeds  into  companies  that  are,  as 
he  puts  it,  "a  little  more  oily."  With 
oil  roughly  $4  below  last  year's  levels, 
von  Metzsch  figures  a  rise  in  crude 
prices  is  overdue.  He's  guessing  oil 
could  move  up  into  the  low  20s  per 
barrel  by  the  middle  of  next  year. 

Among  the  big  oils,  von  Metzsch 
prefers  Exxon  to  Mobil  and  Chevron. 
The  latter  two  surprised  analysts  with 
better  than  expected  earnings  and  are 
up  24%  and  35%,  respectively,  this 
year.  "Mobil  and  Chevron  have  done 
a  lot  of  cost-cutting,"  he  says,  "but  at 
the  expense  of  future  growth."  Ex- 
xon, however,  has  been  cutting  costs 


for  a  much  longer  time  and  s 
still  add  lots  of  new  productioi 
the  next  few  years.  Von  Mi 
thinks  Exxon,  with  its  strong  g 
prospects,  is  a  better  buy  at  a  littl 
six  times  his  estimate  of  discreq 
cash  flow  in  1994. 

Amerada  Hess  is  another  fin 
The  company  has  spent  three 
and  $2.5  billion  developing 
Sea  oilfield  properties  and  upgi 
a  refinery  in  the  Virgin  Islands 
Metzsch  sees  Amerada  Hess  ge 
ing  as  much  as  $16  per  share  ii 
flow  next  year,  up  from  a  little 
than  $9  this  year.  Price  per  shar 
Overseas,  von  Metzsch  likes 
the  second-largest  French  oil  a 
ny  after  Elf  Aquitaine.  At  2 
American  Depositary  Receipts 
at  just  six  times  this  year's  cash 
"Total  is  well  on  its  way  towarc 
bling  its  oil  and  gas  production 
decade,"  von  Metzsch  notes. 
He  hasn't  given  up  on  natur; 
but  von  Metzsch  is 
specting  in  less  likely  p 
He  likes  Unocal,  the  I 
company  that  also 
duces  natural  gas.  H 
its  cash  flow  rising  L 
$7.30  per  share,  nexl 
At  a  recent  27,  L 
looks  dirt  cheap. 
Metzsch  also  is  buyin 
small  Calgary- based 
ducers  with  rising 
flows:  Dekalb  E 
(1992  sales,  $60  m 
and  Talisman  E 
(1992  sales,  $227  mil 
Natural  gas  pi] 
stocks?  Not  to  his 
"The  regulations  a 
that  pipelines  are  re 
run  by  lawyers,"  he 
"Over  the  years  I  have  fount 
little  decisions  can  end  up  costit 
company  a  fortune.  And  while 
are  sometimes  shortages  of  gas, 
never  seems  to  be  a  shortage  of 
mission  capacity." 

Von  Metzsch's  fund  is  a  soli 
to  play  oil,  with  annual  expen 
just  0.19%.  Another  thrifty  p 
Petroleum  &  Resources  Cor 
closed-end  fund  with  a  similar  p) 
lio  and  annual  expenses  of  0.6< 
trades  on  the  New  York  Stoc 
change  at  a  6%  discount  to  its  ne; 
value. 


complex 
business 
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rumes  m  council  of  the  Americas  Kresent  = 


A  Landmark  Conference  on  Trade,  Investment  and  Finance  Opportunities  in  Latin  America 


LATIN  AMERICAN  MARKET 

m — 


MVCSTMENT 


TRADE  OPPORTUNITIES 


ecember  8-10, 1993 

The  Fontainebleau  Hilton 
Miami  Beach, 
Florida 


Developed  in  Participation  with  U.S.  Department  of  Commerce,  U.S.  Chamber 
of  Commerce,  Association  of  American  Chambers  of  Commerce  in  Latin  America, 
International  Finance  Corporation,  Edison  Electric  Institute  and  The  Beacon  Council 


▲  Explore  the  new  opportunities  Latin  America  otters  by  participating  in  this  gathering  ot  key  government  and 
business  leaders  from  the  U.S.,  Latin  America  and  throughout  the  world. 

▲  This  three-day  event  will  help  you  learn  how  to  take  advantage  of  opportunities  that  exist  in  the  lucrative 
Latin  American  market.  The  conference  will  address  joint-venture  techniques,  financing  sources,  financial 
structuring  of  projects,  regulatory  and  legal  requirements  and  how  to  deal  with  business  and  political  risks. 

Presented  in  Association  UJith: 

American  Internationa!  Group,  Inc.  •  AT&T 

•  Bancomer  S.A.©  Bechtel  Enterprises,  Inc.  • 
Chadbourne  &  Parke  •  Chase  Manhattan  Bank 

•  Coopers  &  Lybrand  •  C  S  First  Boston  •  Enron 
Development  Corporation*  Federal  Express 

•  General  Electric  Capital  Corporation  • 
Goodwin,  Procter  &  Hoar  •  King  &  Spalding 

•  KPMG  Peat  Marwick  •  Pepper,  Hamilton  &Scheetz 

•  Raytheon  Engineers  &  Constructors  International 

•  Waste  Management  International  pic 

Create  your  opportunity!  Call  203-852-0500 
today.  Or  fax  or  mail  the  coupon  below  for  a 
free  brochure. 


end  This  Conference  and  Meet  With: 

I  Executive  officers  and  senior  government  and 
political  figures  from  Latin  America  and  the  U.S. 

I  Key  representatives  from  official  funding  sources 
Corporate  development  officers 

ii  Planning,  marketing,  business,  investment,  legal 

i  and  economic  leaders  who  are  instrumental  in  creating 
and  implementing  opportunities  in  the  region 

Inference  Chairmen: 

I  John  D.  Carter,  President,  Bechtel  Enterprises,  Inc. 
I  Ambassador  George  W.  Landau,  President, 

Council  of  the  Americas 

Sir  William  Ryrie,  Executive  Vice  President, 
i  International  Finance  Corporation 

panizin?  Chairman: 

Robert  F.  Cushman,  Partner,  Pepper,  Hamilton  &  Scheetz 


Please  Send  (He  Information  On: 

a              ,   ,                                         ,  LA4 

/\  participating  as  a  sponsoring  company/organization 
/__.  attending  the  conference 

Mail: 

Name 

CMC 

200  Connecticut  Avenue 

Title 

Company 
Address 

Norwalk,  CT  06856-4990 

Fax:  (203)  857-4075 

City                          State  Zip 

Phone:  (203)  852-0500 

Phone  Fax 

THE  FUNDS 


Part  venture  capitalist,  part  closed-end  fund, 
H&Q  Life  Sciences  Investors  is  an  interesting  play 
on  the  future  of  biotech  and  health  care. 

A  healthy  choice 


By  Richard  Phalon 

Have  biotechnology  stocks  sold 
down  to  the  point  where  some  bar- 
gains are  to  be  had? 

Definitely,  contends  Alan  Carr, 
manager  of  h&q  Life  Sciences  Inves- 
tors. That's  why  he  is  urging  share- 
holders of  the  closed-end  health  care 
sector  fund,  which  trades  on  the  New 
York  Stock  Exchange,  to  stump  up 
more  capital  to  add  to  its  existing  $50 
million  in  assets. 

Carr  is  planning  a  $50  million 
rights  offering  and  will  plunk  much  of 
the  proceeds  into  venture  capital  posi- 
tions. His  reasoning:  The  painful  sell- 
off  in  biotech  and  other  health  care 
stocks  over  the  last  two  years  is  com- 
pelling many  capital-hungry  compa- 
nies to  skip  going  public  and  instead 
to  seek  private  financing  from  big 
investors  at  reduced  prices. 

Carr's  shareholders,  then,  should 
be  among  the  few  investors  who  can 
benefit.  Open-end  mutual  funds  can 
invest  no  more  than  15%  of  their 
assets  in  illiquid  securities,  but  closed 
ends  can  buy  as  many  restricted  in- 
vestments as  they  choose,  unless  there 
is  a  limitation  in  their  charter.  At 
about  25%  of  assets,  h&q  Life  Sci- 
ences already  has  one  of  the  deepest 
commitments  to  restricted  venture- 
capital-type  securities  of  any  fund.  (Its 
sister  fund,  H&Q  Healthcare  Inves- 
tors, is  32%  in  restricted  securities.) 
Life  Sciences'  directors  recently  au- 
thorized Carr  to  place  up  to  40%  of 
the  fund  in  illiquid  assets. 

That,  along  with  the  $50  million 
from  the  rights  offering,  qualifies 
h&q  Life  Sciences  as  one  of  the  rare 
s  v  it  daddies  still  willing  and  able  to 
nurture  capital -starved  biotech  start- 
ups. Carr  won't  comment  for  the 
record  until  his  rights  offering  closes 
Dec.  10.  But  Jeffrey  Casdin,  manag- 
ing director  of  Oppenheimer  &  Co.'s 
biotechnology  research  group,  agrees 


with  Carr's  thesis  that  there  is  a 
buyer's  market  in  early- stage  science. 

"The  IPO  market  is  not  great,  and 
venture  capitalists  are  concentrating 
on  the  puppies  they've  already  got  in 
the  basket,"  says  Casdin.  "So  valua- 
tions on  venture  and  emerging  stuff 
have  backed  all  the  way  down." 

Until  recently,  when  it  dropped  to  a 
4%  discount,  H&Q  Life  Sciences  has 
been  selling  at  a  modest  1%  to  2% 
premium  above  its  net  asset  value. 


This  is  not  a  fund  for  making  a  quick 
turn  on  a  recovery  in  health  stocks. 
It's  for  patient  investors  who  think 
health  care  companies  will  thrive  no 
matter  what  Congress  or  the  White 
House  does.  It  is  also  a  bet  on  Carr's 
ability  to  pick  a  few  real  winners. 

Carr,  59,  has  more  than  three  de- 
cades of  experience  in  high-tech  in- 
vesting, the  last  eight  years  at  an 
affiliate  of  Hambrecht  &  Quist,  the 
San  Francisco  investment  bank  that 
has  made  biotech  one  of  its  specialties. 


Carr  also  runs  the  older 
Healthcare  Investors.  That  fur 
returned  20.8%  annually  over  tl 
five  years. 

H&Q  Life  Sciences,  launch 
May  of  last  year,  has  no  such  rec 
boast  about.  It's  down  1 1 .6%  o\ 
past  12  months  in  the  general! 
mal  market  for  health  care  stocl 

Life  Sciences  owns  a  sheaf  o 
cultural  and  environmental 
(about  13%  of  assets),  but  none 
health  management  and  medic 
vices  stocks  that  make  up  abou 
of  the  older  fund's  portfolio. 

The  two  funds  share  stakes  ii 
public  biotech  holdings  as  j 
Chiron  and  Gensia  Pharmaceu 
These  core  holdings  are  the  arn 
around  which  Carr  is  wrappir 
riskier  venture -type  investment 
core  biotech  positions  are  often 
form  of  convertible  debenture 
preferred  stock,  which  initially 
comparativelv  low  risk  and  the 
bility  of  further  gains  if  converte 
common  stock. 

The  real  test  of  Carr's  smarts  i 
he  does  with  the  fund's  rest 
securities,  which  must  be  held 
few  years  before  they  can  be  sol 
the  public  market. 

Among  the  early  winners  in  1 
startup  investments:  a  S600,0( 
vestment  in  Shaman  Pharmacei 
a  firm  that  reproduces  tradi 
tropical  cures  in  the  lab,  valued 
million;  and  a  $250,000  inves 
in  Biotage,  a  firm  that  makes  ph 
ceutical  test  equipment,  value< 
little  over  $600,000. 

Note  that  Carr  compartmenl 
his  risk  by  spreading  his  rest 
money  in  small  lots  over  a  wide 
of  issues.  That's  common  pracl 
venture  capital  investing,  1 
counts  on  a  few  big  winners  to  b; 
lots  of  small  losses. 
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Enjo^  a  less  h 


Twentieth  Century  Tax-Exempt  Short  Term 


Our  newest  bond  fund  lets  you  pay  less  in  federal 
income  taxes  —  while  you  earn  competitive 

yields.  The  fund 
invests  in  short- 
term  tax-exempt 
securities,  so 
you'll  enjoy  more 


30-Day  Current  Yield 

as  of  10/31/93  

3.20% 

Annualized  Total  Return 

as  of  9/30/93  

3.87%* 

price  stability  than  in  longer-term  bond  funds. 
And,  until  1995,  the  fund  manager  is  waiving 

the  entire  management  fee  on  this  fund, 
so  more  of  your  money  goes  directly 


to  work  for  you.  Call  or  write  for  a  free  copy  of 
Your  Guide  to  Earning  Tax-Exempt 
Income  and  an  information  kit  about  our  family 
of  no-load  mutual  funds.  The  kit  contains  a 
prospectus  with  more  complete  information, 
including  charges,  expenses  and  minimums. 
Please  read  the  prospectus  carefully  before 
investing. 

1-800-345-2021 


\fes,  please  send  me  a  free  copy  of  Your  Guide  to  Earning  Tax-Exempt  Income! 


Name 


Address 
City  


State 


ZIP_ 


Mail  to:  Twentieth  Century  Mutual  Funds 

P.O.  Box  419200  ■  Kansas  City,  MO  64141-6200  ■  1-800-345-2021 


)  1993  Twentieth  Century  Services,  Inc. 


Investments  That  Work 


Tax-Exempt  Short  Term:  No  fee  until  1995 


'Actual  return  from  3/1/93,  the  date  of  inception,  to  9/30/93  was  2.26%,  which  equals  3.87%  on  an  annualized  basis.  Annualization  of  the  return 
assumes  that  the  partial-year  performance  will  be  constant  throughout  the  period.  Actual  returns  may  be  greater  or  less  than  the  annualized  data.  ■  Invest- 
ment income  may  be  subject  to  state  and  local  taxes  and  the  federal  alternative  minimum  tax  Capital  gains,  if  any,  are  taxable.  ■  Data  quoted  represents  past 
performance.  Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


IF  YOU  CAN'T  RELAX  HERE.  YOU  CAN'T  RELJ 


Vacation  in  your  own  private  paradise.  As  tropical, 
as  quaint,  as  secluded  as  any  undiscovered  island. 
Laucala,  a  Forbes  Magazine  South  Pacific  Property  - 
the  perfect  island  resort. 

Enjoy  our  spectacular  sun-drenched  beaches  in  all 
their  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 

people  who  want  the  ultimate  vacation  experience  - 
the  finest  amenities  without  the  formalities.  Go  deep 
sea  fishing  on  board  the  island's  private  fishing  boat.  If 
you  wish,  our  master  chef  will  prepare  your  catch  for  A 
your  dining  pleasure  Dive  in  azure  waters,  world  ^» 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  the  marvel  of  their  coral  reefs,  r 


1 

All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITED  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 
EXTRA  COST. 

Though  it's  far  from  the  stresses  of  everyday  lift 
Laucala  is  easily  accessible.  Our  island  has  its  owi 
private  runway  and  daily  scheduled  commercial  fl 

Find  out  more  about  th 
paradise  in  the  Fijis  and  c 
Special  Island  Exclusive. 
Laucala,  owned  and  oper 
by  Forbes  Magazine.  For 
more  information  writ 
Errol  Ryland,  Manager, 
Box  149,  Fort  Garland, 
81133,  or  call  1-800-FORB 
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tual  funds  may  be  the  safe  and  easy  way  to  go,  but 
pu  want  individual  tax-free  bonds,  find  yourself 
nowledgeable  salesperson.  Here  are  some  tips. 

low  to  find 
good  broker 


;  magazine. 

rch:  James  M.  Clash 


>u  want  to  go  in  and  out  of 
cipal  bonds — say,  as  a  temporary 
tment  until  college  bills  come 
-the  thing  to  do  is  to  call  an 
)  number  and  get  the  prospectus 
t  no-load,  low-cost  municipal 
fund.  By  low  cost  I  mean  50 
points  (0.5%)  or  less  in  annual 
lead. 

t  if  you  don't  need  that  kind  of 
lity,  consider  assembling  your 
custom-built  portfolio  of  indi- 
1  bonds.  Provided  you  have  at 
$150,000  to  invest,  you  can  get 

diversity  without  having  to  tan- 
ith  small  (under  $25,000)  posi- 

And  if  you  hold  to  maturity  or 
'ou  won't  have  trading  costs, 
inual  expenses?  A  full  service  bro- 
ill  nick  you  maybe  $50  a  year  for 
ng  an  inactive  account  open — 
hat's  less  than  the  0.5%  a  year 
i  pay  in  overhead  at  a  moderately 
:ost  muni  fund. 

en  there  are  the  markups  you  pay 
you  buy  a  muni  secondhand — 

ps  1%  on  a  $25,000  trade.  Keep 
costs  to  a  minimum  by  buying 

y  new  issues.  On  a  new  under 

ig,  small  investors  pay  exactly 


the  same  price  as  the  big  boys. 

Where  do  you  find  a  bond  broker? 
Go  to  any  reputable  brokerage  firm, 
but  be  picky  once  you  get  in  the  door. 
Stay  away  from  stockbroker  general- 
ists  who  sell  everything — stock,  op- 
tions, futures,  annuities  and  bonds. 
These  generalists  rarely  know  enough 
about  bonds  to  satisfy  my  standards. 
As  a  rule,  they  cull  offerings  from  the 
list  their  firm  publishes,  which  may 
really  consist  of  what  it  wants  most  to 
get  rid  of.  They  recommend  without 
really  understanding  much  about  the 
security,  its  terms  or  its  suitability. 

The  best  brokers  build  their  busi- 
ness by  referral.  So  ask  your  investing 
friends  who  they  deal  with  until  you 
find  several  who  are  very  satisfied.  Do 
some  comparison  shopping  and  ask 
some  basic  questions  of  several  bro- 
kers: How  much  of  your  business 
comes  from  bonds  and  how  much 
from  other  types  of  securities?  If 
bonds  are  incidental,  keep  looking. 

Does  the  broker  offer  more  than 
the  usual  monthly  statements  listing 
holdings,  income  and  trades?  Espe- 
cially helpful  are  periodic  portfolio 
reviews  that  summarize  credit  quality 
and  interest  rate  sensitivity  of  the 
account.  Also  helpful  is  a  cash  flow 
forecast  of  how  much  money  will  be 
coming  through  each  month.  A  thor- 
ough analysis  should  include  details 
of  each  issue's  maturity,  call  features, 
cost,  market  price  and  yield.  Bond 
ratings  should  be  shown  for  each 
holding  and  then  aggregated.  The 
report  should  be  broken  down  by 
industry  sector,  such  as  airports, 
schools  and  general  obligations,  as 
well  as  a  listing  of  state  of  issuance. 

Richard  Hevner,  senior  vice  presi- 
dent of  investments  at  Prudential  Se- 


curities in  Philadelphia,  generates 
semiannual  reports  for  his  clients 
(quarterly  for  larger  ones).  The  re- 
ports include  reader-friendly  explana- 
tions that  defog  the  jargon  of  fixed- 
income  investing — stuff  that  can  be 
difficult  to  understand  in  the  abstract. 
Such  as:  "This  9%  bond  will  be  called 
in  3  years,  giving  it  a  yield  to  call  of 
only  4%.  Sell  that  bond  now  at  the 
premium  price  and  use  the  proceeds 
to  buy  a  10-year  bond  yielding  5%." 

Ask  the  broker  if  he  or  she  follows 
the  principle  of  laddering  maturities, 
so  that  a  small  portion  of  the  portfolio 
matures  periodically,  says  Michael 
Appelbaum,  first  vice  president  of  in- 
vestments at  Merrill  Lynch.  If,  for 
example,  you  want  a  portfolio  with  a 
maturity  averaging  10  years,  you 
would  do  well  to  put  25%  of  your 
money  each  in  bonds  maturing  in  5, 
10,  15  and  20  years.  As  each  bond 
matures,  you  replace  it  with  a  20-year 
issue,  maintaining  the  portfolio  matu- 
rity between  7Vfe  and  12V2  years. 

Is  the  broker  one  of  the  firm's  big 
producers?  Don't  be  put  off  if  he  is.  It 
doesn't  necessarily  mean  you'll  be 
ignored.  Big  accounts  grow  out  of 
small  ones,  and  many  top  bond  bro- 
kers don't  require  minimum  account 
levels.  And  there  are  often  sales  asso- 
ciates and  assistants  to  help  keep  track 
of  accounts.  Big  producers  have  clout 
with  the  trading  desk,  too:  Traders 
often  call  them  first  with  good  buys 
because  they  know  they  can  move 
large  amounts.  But  then  you  have  to 
move  fast.  .The  conversation  often 
goes  like  this  with  an  established  cli- 
ent, says  Frederick  Kaeli,  senior  vice 
president  of  investments  at  Smith 
Barney  Shearson:  "The  yield  is  here, 
the  quality  is  here,  buy  it.  Otherwise, 
they  will  be  gone." 

A  caution:  Make  sure  whoever  you 
deal  with  is  familiar  with  your  local  tax 
structure  and  local  issues.  State  tax 
considerations  are  important  for 
fixed-income  investors,  and  you  may 
not  necessarily  be  best  served  by  some 
hotshot  big  producer  in  a  far-off  city 
who  knows  nothing  about  what's  go- 
ing on  in  your  region. 

If  you  are  in  doubt,  forget  the 
whole  thing  and  put  your  money  in  a 
couple  of  our  Best  Buy  muni  bond 
funds  (Forbes,  Aug.  30).  You  may 
lose  something  in  yield,  but  you'll 
save  yourself  a  lot  of  trouble.  Bra 
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This  is  the  worst  of  all  times  to  be  reaching  for  yields 
in  long-term  bonds.  If  you  need  current  income, 
here  are  some  stocks  that  will  do  the  job. 

Say  no  to  bonds 


BY  DAVID  DREMAN 


David  Dreman  is  chairman 
of  Dreman  Value  Management,  LP., 
Investment  Counsel,  New  Jersey,  and  author 
of  The  New  Contrarian  Investment  Strategy. 


Here  we  are  again  in  the  midst  of 
yet  another  market  mania.  I  don't 
mean  the  stock  market.  I  mean  the 
bond  market. 

Billions  and  billions  of  dollars  are 
flowing  into  long-term  bonds  and 
mutual  funds  that  invest  in  long- 
term  bonds.  The  money  is  coming 
out  of  bank  accounts,  CDs,  money 
market  funds  in  search  of  yields  high- 
er than  those  currently  available  for 
cash  equivalent. 

Like  even'  market  mania  this  one  is 
going  to  end  badly  for  the  maniacs. 
Investors  are  taking  an  enormous  risk 
stretching  for  a  little  more  income 
with  long  bond  yields  at  their  lowest 
levels  in  over  25  years.  They  forget 
how  badly  folks  were  creamed  doing 
the  same  thing  only  a  decade  or  so 
ago.  Back  then,  the  price  of  Treasurys, 
supposedly  the  safest  of  all  invest- 
ments, dropped  30%  or  more  in  a  few 
years — as  bad  as  any  stock  market 
decline  in  decades. 

It's  dangerous  to  reach  for  yield 
and  not  worth  the  risk.  If  interest 
rates  rise  only  1%  on  a  30-year  6% 
bond,  for  example,  the  price  will 
drop  12.5%,  wiping  out  two  years' 
interest.  If  rates  move  up  2%,  the 
price  will  fall  almost  23%. 

The  risk/reward  ratio  in  long-term 
bonds  is  as  lousy  today  as  I  have  seen  it 


in  years.  The  potential  reward  is  may- 
be 200  basis  points — 2% — over  short- 
term  rates,  and  the  potential  loss  is 
25%  or  even  more  of  capital. 

Remember,  too,  that  long-term 
bonds  have  been  miserable  invest- 
ments over  the  long  term.  An  investor 
who  took  the  conservative  approach 
and  put  $100,000  into  long  bonds 
after  World  War  II  would  have  only 
$31,500  left  in  today's  purchasing 
power  after  inflation  and  taxes. 

Inflation  is  the  deadly  enemy  of 
bonds.  Prices  have  risen  in  46  of  the 
past  48  years  and  are  rising  still.  Today, 
while  die  economy  is  still  suffering 
from  the  worst  downturn  since  the 
1930s,  rising  prices  are  running  at 
close  to  3%  annually.  Adjusted  for  3% 
inflation  and  top-bracket  federal  in- 
come taxes,  long-term  Treasurys  have 
a  take -home  yield  of  maybe  1%  for 
individual  investors.  Why  would  any 
sane  person  risk  capital  for  a  1%  return? 

Especially  knowing,  as  almost  ev- 
eryone does,  that  when  the  economy 
picks  up  steam,  interest  rates  will  rise 
and  bond  prices  will  decline. 

Is  the  stock  market  the  only  place  to 
be  today?  Though  stocks  knock  bonds 
and  T  bills  out  of  the  box  over  the 
years,  returns  are  highly  unpredictable 
for  shorter  periods.  You  must  have  the 
temperament  and  the  financial  ability 
to  ride  through  frightening  bear  mar- 
kets like  those  in  1987  and  1990. 

If  you  don't  have  the  stomach  for 
stocks  with  the  indexes  at  alltime 
highs  or  if  you  want  an  anchor,  my 
advice  is:  Keep  your  bond  maturities 
under  five  years.  Yes,  I  know  that  the 
aftertax,  afterinflation  yield  will  be 
close  to  zero,  but  if  you  need  income 
to  live  on,  it's  better  to  draw  down 
on  your  capital  modestly  for  a  year 
or  two  than  risk  losing  20%  or  30% 
in  long  bonds. 

But  if  you  can  stand  scan'  down- 
drafts,  stocks  will  beat  bonds  over  any 
long  period.  Over  the  years  equities 


have  been  the  winners — hands  d 
If  you  had  placed  $100,000  M 
s&p  500  in  the  same  47-year  pe 
again  adjusted  for  inflation 
taxes  on  dividends,  it  would 
increased  to  over  $900,000,  or  I 
than  30  times  as  much  as  an  in 
ment  in  long  bonds. 

If  you  require  current  income, 
are  a  number  of  stocks  that  pre 
yields  well  above  money  market 
yet  provide  inflation  protection, 
yields  that  should  increase  with  t 

London-based,  B.A.T  Indm 
(7),  the  world's  second-largest  to 
co  company,  should  show  imprcl 
profits  this  year  and  again  in  1! 
because  of  its  smaller  dependend 
the  U.S.  market.  The  stock  has  i 
of  7  and  yields  6.1%  (before  the 
British  withholding  tax). 

Bristol-Myers  Squibb  (61 ),  a  n 
pharmaceutical  manufacturer, 
been  knocked  down  more  than 
since  earlv  1992.  The  stock  trade! 
P/E  of  19  and  yields  4.8%. 

Hanson  Pic.  (20)  is  a  well-run 
ish- based  conglomerate  with 
50%  of  earnings  derived  from 
operations.  The  stock  currently 
1 1  times  earnings  and  provides  a 
gross  yield,  which  should  inci 
over  time. 

Marion  Merrell  Dow  (20 )  has 
its  price  almost  sliced  in  half  by  in 
tors  worried  about  its  near- term 
of  blockbuster  products.  The  s 
has  a  P/E  of  14  and  yields  4.8%  0 
current  dividend. 

Philip  Morris  (58)  is  a  leading 
sumer  products  company  that  ha 
creased  its  dividend  every  yeai 
decades.  Current  caution  becad 
the  proposed  75 -cent  cigarette 
may  limit  the  dividend  increase 
vear  but  with  rapid  growth  fror 
trade  operations  as  well  as  tob| 
revenues  abroad,  the  dividend  sh< 
continue  to  rise.  The  stock  trades 
P/E  of  1 1  and  yields  4.5%. 
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"You  are  the  photographer  while  three 
nthouse  Pets  cavort  and  pose  in  30  different  situations, 

No  question  about  it  -  it's  astounding." 

Forbes  FYI 

"Finally  something  that  you  may 
have  dreamed  about." 

WCBC-TV 

"Users  can  ask  their  pets  to  take  off 
articles  of  clothing  and  perform  erotic  acts." 

Daily  News 

"What  will  they  think  of  next?" 

Dan  Rather,  CBS 


ind  out  what  the  critics  are  raving  about.  Experience  Penthouse  Interactive's  Virtual  Photo  Shoot™.  Ninety  minutes  of 
jll-motion  (15  fps),  high  quality  video  images.  It's  so  simple.  Just  snap  pictures  of  your  favorite  pets  and  save  them  to  your 
ard  disk.  "Develop"  them  by  printing  out  high-resolution  color  or  B&W  copies  (depending  on  your  printer).  Remember* 
^e  sooner  you  order,  the  sooner  you  can  stop  dreaming  and  start  living  the  life  of  a  real  Penthouse  Photographer. 

JOW  AVAILABLE  IN  BOTH  PC/WINDOWS®  AND  MACINTOSH®  VERSIONS 


PC/Windows  Requirements:  At  least  a  33mHz  386  with  4mb  of  RAM  running  Windows  3.1. 
•A  Video  card  that  supports  at  least  256  colors'  (8-bit  color).  1 6-bit  color  is  preferred.  A  sound 
card,  for  example  a  SoundBlaster/Pro  1 6  or  a  Pro  Audio  Spectrum/ 16.  Many  modern  computers 
.are  already  equipped  with  sound. cards,  so  be  sure  to  check  your  configuration  first.  An  MPC- 
compatible  CD-ROM  drive.  A  double  speed  drive  (300kb/sec)  is  preferred. 


Macintosh  Requirements:  Any  Macintosh  computer  with  an  8  bit  (or  better)  color  or 
grayscale  display.  A  minimum  of  5  megabytes  of  RAM  running  system  6.0.7  or  8  megabytes 
of  RAM  running  system  7.0  or  higher.  A  CD-ROM  drive.  A  double-speed  (300  KByte)  drive 
is  preferred.  Apple  system  software  6.0.7  or  higher.  QuickTime  1 .6  and  HyperCard  2. 1  are 
included  in  your  PHI  CD-ROM.  .*._.■.' 


Please  rush  me  the  Penthouse  Interactive  CD-ROM: 


$  I  29.95  +  $4.50  (shipping  &  handling)  X   =$  _ 

Name    Address 

City  


Total  Orders  =$ 


State 


Zip 


□  Check  □  Money  Order  □  Visa  □  Master  Card  Credit  card  holders  call  toll-free  1-800-466-9435 
Card  Acc't  #  Exp.  Date  Signature  


Check  one:  □  PC/Windows  □  Macintosh  1  cert,fy  that  1  am  18  y^"' 

Payment  must  accompany  order.  Allow  4-6  weeks  for  delivery. 
U.  S.  MAIL  ORDER:  PENTHOUSE  VIDEO.  INC.,  P.  O.  BOX  310173,  NEWINGTON.  CT.  06 1 3 1 
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Investors  are  nervous.  That's  a  good 
sign  for  the  stock  market. 

A  wall  of  worry 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is  chairman  and  chief  executive 
of  Salomon  Brothers  Asset 
Management  Inc.  and  portfolio  manager  of 
Salomon  Brothers  Capital  Fund  Inc. 
Research  assistant:  Caroline  Davenport. 


With  stocks  at  record  levels,  inves- 
tors are  rich — and  miserable.  Every- 
where one  looks,  there  are  signs  of 
skepticism.  The  consensus  among 
money  managers  is  that  the  U.S. 
stock  market  is  overpriced.  Short 
interest  is  at  record-high  levels. 
Managers  of  equity  mutual  funds, 
faced  with  a  continuing  flood  of  new 
money,  are  keeping  a  sizable  chunk 
of  their  portfolios  in  cash.  The 
market  is  unforgiving:  Stock  prices 
fall  sharply  in  response  to  earnings 
shortfalls  and  other  bad  news. 

But  in  the  upside-down  world  of 
investor  psychology,  all  this  gioom 
is  reason  to  be  optimistic:  The  con- 
sensus is  bearish  and  the  consensus 
is  generally  proved  wrong.  Beyond 
being  contrarian,  I  think  there 
is  a  good  fundamental  case  support- 
ing stocks. 

For  starters,  the  economy  should 
continue  to  deliver  moderate,  infla- 
tion-adjusted growth  of  2.5%  to  3% 
each  year.  That's  the  kind  of  growth 
that  is  sustainable.  It  will  not  be  even, 
and  the  quarter-to-quarter  ups  and 
downs  will  bedevil  market  watchers, 
keeping  optimism  in  check.  The  cur- 
rent quarter,  for  example,  promises  to 
be  a  strong  one.  and  it  will  undoubt- 
edly give  rise  to  concern  about  a 
nascent  boom  and  inflation.  But  it 


won't  happen.  Growth  is  likely  to 
falter  in  the  first  quarter,  because  of 
the  imposition  of  Clinton's  new  in- 
come tax  rates,  giving  rise  to  concerns 
about  recession. 

The  erratic  pattern  of  growth  is  a 
function  of  a  tug-of-war  between  cer- 
tain favorable  and  unfavorable  forces. 
On  the  plus  side,  lower  interest  rates 
are  bolstering  demand  for  financial 
services  and  housing.  Consumption  is 
improving,  although  thus  far  the 
strength  is  narrowly  focused  in  the 
auto  sector.  Capital  spending  is  also 
strengthening,  although  here  again 
the  pickup  is  concentrated  in  technol- 
ogy and  other  investments  designed 
to  enhance  productivity  rather  than  as 
additions  to  capacity. 

On  the  negative  side,  the  econo- 
my continues  to  struggle  with  a 
chronic  employment  problem:  Peo- 
ple are  still  being  put  out  of  work, 
despite  a  recovery  that  has  lasted 
more  than  two  years.  Foreign  trade 
is  languishing.  The  problem  is  not 
our  competitive  position,  but  rather 
that  the  world  economies  are  out 
of  sync.  European  nations  are  in 
recession  and  Japan  is  struggling. 
Finally,  fiscal  policy  is  tight  both 
here  and  abroad. 

The  struggle  between  factors  that 
support  economic  growth  and  those 
that  restrain  expansion  is  frustrating 
for  employers,  workers  and  prog- 
nosticators.  The  good  news  is  that 
the  two  sets  of  influences  will  bal- 
ance out  in  a  prolonged  period  of 
moderate  growth. 

Inflation  is  another  element  in  the 
case  for  stocks.  Inflation  continues  to 
recede,  and  I  expect  it  will  drop  to  2% 
or  less  over  the  next  year,  because 
disinflationary  forces  are  having  a 
powerful  stabilizing  effect  on  prices. 
These  deflationary  factors  include: 
the  chronic  employment  problem,  a 
depressed  market  for  commercial  real 
estate,  price  wars  in  some  areas,  a  lack 
of  pricing  flexibility  (even  among 


companies  that  once  had  it),  : 
dant  supplies  of  oil  and  rec 
health  care  inflation. 

The  interest  rate  outlook  ala 
vors  stocks.  Short  rates  are  lika 
remain  stable  at  low  levels.  Rat 
long  Treasury  bonds,  which  ba 
up  in  early  November  in  respons) 
strong  fourth  quarter,  could 
recede  toward  5%  next  year. 

Moderate  economic  growth 
prolonged  period,  subdued  infl 
and  lower  interest  rates  will  be  ad 
panied  by  12%  to  15%  annual  gr 
in  corporate  profits  and  6%  t 
annual  growth  in  dividends.  T| 
together,  strong  fundamentals  s 
for  higher  stock  prices. 

The  supply/demand  balance  ii 
favorable.  Low  short-term  in 
rates  continue  to  encourage  in\ x 
to  find  new  places  to  invest  the 
than  $2  trillion  they  have  park 
money  market  funds. 

The  stock  market  is  currently 
ing  at  roughly  15.5  times  estin 
1994  earnings — a  level  that  ap 
quite  reasonable.  By  compai 
cash  is  trading  at  about  33 
earnings — the  inverse  of  today] 
money  market  rate.  In  this  env 
ment  I  think  that  stock  investor 
earn  a  real  return  of  8%  to  1( 
1994.  This  suggests  that  the  S&l 
could  reach  at  least  500,  whil 
Dow  industrials  will  move  up  t< 
3900  level  or  beyond. 

The  areas  of  economic  stre 
that  I  have  identified — financial 
vices,  housing,  autos  and  auto 
and  spending  for  technology — o 
good  starting  place  for  building 
ty  portfolios.  The  stocks  that 
particularly  attractive  in  these  se 
are:  Central  Fidelity  (27),  Stan 
Federal  Bank  (19),  General  A 
(51),  Masland  Corp.  (16),  Intel 
and  Nextel  (42). 

What  are  the  risks  to  my  for 
for  the  year  ahead?  They  are  ne 
economic  nor  financial,  but  r 
political.  Over  the  next  several  yt 
.  growing  number  of  people  an 
the  world  will  be  experimenting 
new  freedoms,  weighing  deci 
about  different  forms  of  govern) 
and  market-based  economic  syst 
In  the  long  run  this  process  is 
positive.  In  the  short  run  the  pc 
rial  for  dislocation,  unrest 
violence  is  high. 
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uccessful  as  Value  Line  has  been  in  predicting  stocks'  performances, 
)ubt  its  new  mutual  fund  rankings  will  do  as  well. 


eas  in  a  pod? 


ARK  HULBERT 


ilHulbert  is  editor  of  the  Alexandria,  Va- 


Hulbert  Financial  Digest,  which  monitors 
rformance  of  investment  advisory  letters, 
west  book  is  The  Hulbert  Guide  to  Financial 
etters  (Dearborn  Financial  Publishing). 


1  late  November,  individual 
tors  have  had  access  to  a  major 
mutual  fund  rating  service:  the 
e  Line  Mutual  Fund  Survey,  pub- 
d  by  Value  Line,  Inc.  This  is  the 
company  that  compiles  the 
us  Value  Line  Ranking  System  for 
cs — a  ranking  system  that  has 
td  the  Value  Line  Investment 
ey  top  honors  in  the  Hulbert 
stIj  \ncial  Digest  and  even  grudging 
mition  from  a  skeptical  academia. 
ie  Value  Line's  major  competitor 
_j  orninjjstar  Mutual  Funds,  pub- 
d  by  Morningstar,  Inc.  of  Chica- 
ne two  services  in  many  ways  are 
similar.  For  example,  each 
,.,  >tes  a  full  page  to  analyzing  the 
rmance  and  composition  of  each 
al  fund,  and  Value  Line's  page 
given  fund  looks  so  much  like 
injjstars  that  they  are  virtually 
changeable.  But  don't  hold  your 
h  waiting  for  a  "look  and  feel" 
gement  case  to  be  brought  by 
ningstar:  The  only  reason  the 
e  Line  Mutual  Fund  Survey  looks 
Mominjjstar  Mutual  Funds  is 
Momingstar's  service  itself  looks 
uch  like  the  Value  Line  Invest- 
t  Survey. 

iven  these  similarities  in  their  pre- 
ition  of  fund  data,  is  there  any- 
that  differentiates  these  two  ser- 
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vices  other  than  price  (Value  Line 
charges  $100  per  year  less  than  Mom- 
ingstar's $395)?  One  of  the  most 
important  differences  is  their  specific 
ranking  systems.  While  both  ranking 
systems  look  at  a  fund's  performance 
in  relation  to  risk,  Value  Line  defines 
risk  in  a  different  way  from  Morn- 
ingstar. In  addition,  Value  Line's  for- 
mula looks  at  a  fund's  performances 
over  the  previous  one,  three  and  five 
years,  while  Momingstar's  looks  at 
the  previous  three,  five  and  ten  years. 

Value  Line  must  hope  that  its 
ranking  system  will  do  a  better  job 
than  Momingstar's.  This  would  seem 
to  be  doable.  According  to  the  Hul- 
bert Financial  Digest,  Momingstar's 
five-star  funds  (its  highest  ranking) 
have  failed  to  beat  a  buy-and-hold  in 
both  the  equity  and  the  bond  mar- 
kets. Since  the  beginning  of  1991 
(when  the  HFD  started  tracking  the 
service),  Momingstar's  highest- 
ranked  equity  funds  have  underper- 
formed  the  Wilshire  5000,  40.5%  to 
59.8%.  Similarly,  Momingstar's  high- 
est-ranked bond  funds  have  under- 
performed  Shearson's  government 
bond  composite  index  by  an  18%  to 
37.5%  margin. 

Part  of  Momingstar's  market-lag- 
ging performance  can  be  traced  to 
the  existence  of  load  funds  among  its 
five-stars.  The  portfolio  the  HFD  has 
constructed  out  of  Momingstar's  top- 
rated  funds  pays  the  load  each  time  a 
load  fund  is  added  to  it.  This  mounts 
up  because  there  is  a  fair  amount  of 
turnover  in  the  list  of  five-star  funds. 
(The  HFD  estimates  that  the  average 
Morningstar  five-star  fund  retains  that 
rating  for  about  eight  months.)  Nev- 
ertheless, Morningstar  still  would 
have  underperformed  the  market, 
even  if  loads  had  been  ignored. 

However,  I  am  not  particularly 
confident  that  Value  Line's  rankings 
will  do  any  better  than  Momingstar's 
in  predicting  future  fund  perfor- 
mance.   And    Value  Line  doesn't 


seem  to  be  either:  So  far,  in  fact,  it 
has  been  quite  modest  about  its 
ranking  system's  potential.  Indeed,  it 
is  making  no  performance  claims  for 
the  system  at  all  and  is  going  out  of 
its  way  to  stress  that  it  is  entirely 
descriptive  rather  than  predictive. 
This  is  a  major  contrast  with  the 
claims  Value  Line  makes  about  its 
stock  ranking  system.  (For  the 
record,  I  should  point  out  that 
Morningstar  also  has  become  more 
modest  about  its  ranking  system, 
eliminating  much  of  the  reference  in 
its  earlier  literature  to  the  ranking 
system's  predictive  value.) 

Frankly,  I'm  surprised  at  how 
Value  Line  chose  to  rank  funds. 
Given  the  outstanding  record  of  its 
stock-ranking  system,  I  would  have 
guessed  that  Value  Line  would  have 
used  it  to  rank  funds — on  the  basis  of 
the  average  Value  Line  rank  of  each 
fund's  stocks.  To  be  sure,  such  an 
approach  wouldn't  be  perfect:  For 
example,  Value  Line  doesn't  rank 
those  stocks  outside  its  1,700-stock 
universe,  nor  does  it  rank  bonds. 
Still,  it  is  hard  to  imagine  that  Value 
Line  can  improve  on  its  stock-ranking 
system,  which  has  withstood  three 
decades  of  testing  and  academic 
scrutiny. 

I,  therefore,  am  willing  to  bet  that 
Value  Line's  stock  ranking  system  will 
outperform  the  average  highest- 
ranked  equity  funds  in  the  Value  Line 
Mutual  Fund  Survey.  One  crude  way 
for  you  to  share  in  this  bet:  Construct 
a  portfolio  by  picking  1 5  to  20  stocks 
at  random  from  Value  Line's  Group 
1 ,  and  update  your  portfolio  yearly. 
Don't  look  to  the  Value  Line  family 
of  mutual  funds  as  a  way  of  exploiting 
its  stock  ranking  system,  however: 
The  Value  Line  fund  that  comes  clos- 
est to  tracking  Value  Line's  Group  1 
stocks — the  Value  Line  Centurion 
Fund — is  available  only  as  an  insur- 
ance product  through  Guardian 
Investor  Services  Corp.  BH 
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People  who  got  clobbered  a  decade  ago  in  real  estate 
limited  partnerships  are  back  asking  for  another 
drubbing.  Maybe  Phineas  Barnum  was  right. 

Zeal  for  yield 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 
A.  Gary  Shilling  &  Co.,  economic  consultants 
and  investment  advisers.  His  firm  publishes 
Insight,  a  monthly  newsletter  covering  the 
business  outlook  and  investment  strategy. 


Have  you  been  tempted  by  reits 
lately?  Lots  of  people  have,  seeing  in 
their  5%  and  6%  yields — plus  potential 
appreciation — an  attractive  alterna- 
tive to  CDs.  But  tread  carefully. 

I'm  not  categorically  anti-REIT.  In 
portfolios  we  manage  we  still  like 
those  that  invest  in  rental  apartments. 
With  the  postwar  boom  in  single- 
family  house  prices  over,. rental  apart- 
ments will  attract  both  younger  and 
older  families  in  droves. 

But  even  in  these  plenty  of  caution 
is  in  order.  There  is  a  huge  spread 
between  the  5%  to  6%  REIT  cash -on - 
cash  returns  and  the  9%  to  10%  real 
estate  yields  that  institutional  inves- 
tors demand.  In  other  words,  REITs 
seem  badly  overpriced  when  com- 
pared with  the  recent  prices  of  the 
kinds  of  properties  they  invest  in. 

Why  the  vast  difference?  The  pros 
want  high  returns,  about  four  per- 
centage points  over  long  Treasurys, 
because  real  estate  today  is  both  illi- 
quid and  risky.  They  demand  premi- 
um returns  to  compensate. 

What  are  the  drawbacks  in  real 
estate?  There  are  plenty  of  them.  It  is 
tough  to  sell  property  in  a  down 
market.  Current  yields  depend  on 
current  rents,  and  those  rents  may 
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decline  as  old  leases  expire  and  roll 
over  to  today's  lower  levels.  This  is 
especially  likely  with  the  shopping 
centers  found  in  many  existing  and 
proposed  REIT  portfolios  if,  as  we 
expect,  consumer  spending  stays  soft. 

The  institutional  investors  are 
aware — as  perhaps  individual  inves- 
tors are  not — that  real  estate  promot- 
ers assume  95%  occupancy  rates,  a 
higher  level  than  may  pan  out.  Fur- 
thermore, the  pros  realize  that 
current  yields  often  don't  take  into 
account  necessary  and  costly  building 
improvements.  A  large  pension  fund  I 
know  of  is  thinking  about  buying  an 
office  building  that  returns  a  current 
12%  cash  on  cash,  but  only  9%  after 
re  qui  red  i  mprove  men  ts . 

Another  risk  factor  is  this:  Many 
REITs'  earnings  and  therefore  stock 
gains  depend  on  their  ability  to  bor- 
row money,  use  it  to  buy  additional 
properties  at  higher  yields  than  they 
pay  to  stockholders  and  then  pay  off 
the  loans  with  secondary  stock  issues. 
An  institutional  investor  friend  calls 
this  a  "classic  Ponzi  scheme."  Here's 
why.  Individual  investors  accept  low- 
er yields  because  they  count  on  appre- 
ciation, but  that  appreciation  depends 
on  their  taking  submarket  yields. 

But  what  happens  if  REITs  can't  find 
enough  good  acquisitions  to  keep  the 
scheme  going,  or  have  to  buy  much 
shakier  properties?  What  if  banks  and 
other  lenders  close  the  door?  What  if 
REITs  move  from  short-term  financ- 
ing that's  taken  out  by  secondaries  to 
the  greater  leverage  of  long-term 
debt,  as  they  did  in  the  1970s,  with 
disastrous  consequences? 

REIT  stockholders  seem  oblivious  to 
these  risks,  and  brokerage  house  sales- 
men and  analysts  are  loadi  to  scare 
diem  aw  ay  by  discussing  the  pitfalls. 

One  reason  Wall  Street  is  happy  to 
push  reus  is  that  there  is  plenty  of  the 
merchandise  available  from  real  estate 


tycoons  like  the  Simon  Brothen 
ward  J.  DeBartolo,  the  Tauq 
Sam  Zell  and  the  PasqueriH 
lenders  tighten  the  noose  and 
that  these  guys  put  some  real  < 
into  their  deals — which  they 
have — their  choice  is  to  go 
through  REITs  or  go  broke.  Hen 
REIT  initial  public  offering  rusl 
year,  which  will  raise  about  $1 
lion,  almost  three  times  the  pn 
peak  in  frothy  1985. 

So  the  developers  are  sellin 
the  public  is  buying. 

The  REITs  provide  a  beautify 
for  these  guys.  Suppose  one  d 
property  that  returns  SI  million 
after  expenses.  Institutional  invt 
who  count  on  little  appreciation 
days  and  w  ant  a  1 0%  return,  van 
$10  million. 

So  he  tells  the  institutional 
spective  buyer  to  go  to  hell  ai 
goes  public.  So  long  as  indu 
investors  will  accept  a  5%  yield,  1 
issue  $20  million  in  stock. 

If  you  were  a  developer,  whie] 
would  you  prefer? 

Also  note  this:  Developers  grj 
abusing  limited  partners,  not  m 
ing  public  companies.  Full  disci! 
is  not  their  strong  suit,  and  i 
been  pointed  out  that  such  RE 
Excel  Realty  Trust,  Town  &  Col 
Trust  and  Urban  Shopping  Ce 
have  withheld  significant  infc 
tion  from  stockholders. 

What  do  you  do?  My  firm  is  t 
ing  about  shorting  Copley  Pronj 
Santa  Anita  Cos.  and  even  thatj 
Street  darling,  Kimco  Realty  Co 

The  current  zeal  for  yield  is  j 
ing.  People  who  vomit  when 
recall  the  drubbing  they  took  il 
estate  limited  partnerships  prorr 
by  developers  in  the  1980s  no^ 
putting  new  money  into  REITs  ! 
aged  by  that  same  wonderful  cr 
Some  people  never  learn. 
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)u  want  to  bet  against  the  Japanese  economy  and 
k  market,  you  should  bet  in  favor  of  the  yen. 


apanese  paradox 


J.  Kneger  is  managing  director 
wrrency  Advisors,  Inc., 
n  currency  investment  management 
dging/overlay  firm 
i  Englewood  Cliffs,  N.J. 
uthor  of  The  Money  Bazaar. 


iAVK  probably  noticed  that  the 
market  is  crashing  again  in 
.  What  you  might  not  have 
dered  is  that  this  presents  an 
"tunity  for  a  speculative  play  on 
n.  Ret  that  it  will  go  up. 
I  Japanese  Nikkei  dropped 
n  the  14-day  period  from  Oct. 
irough  Nov.  9,  as  investors  not- 
lat  the  Japanese  economy  is 
rming  miserably.  Contributing 
lis  economic  weakness  are  the 
financial  pressures  on  the  big 
s.  The  capital  base  of  many  of 
lo's  giant  banks  suffers  as  their 
Olios  of  industrial  stocks  de- 
in  value  and  as  they  belatedly 
p  to  staggering  losses  on  their 
state  loans.  The  balance  sheet 
ess  in  turn  translates  into 
ed  lending. 

weak  Hosakawa  coalition  gov- 
nt  worsens  matters.  It  is  under 
ij  nuing  pressure  from  the  Clinton 
t  nistration  to  cut  income  taxes 
ill  but  force  consumers  to  buy 
i   American  goods.  But  its  effec- 
aralysis  means  that  it  can't  deliv- 
o  there  won't  be  much  of  a 
gence  in  consumer  demand  to 
rge  the  economy,  and  political 
are  from  the  U.S.  will  continue, 
tead,  what  we  see  in  Japan  now  is 
ion.  The  asset  bubble  has  burst. 
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Real  estate  prices  are  falling.  Other 
prices — stocks,  consumer  goods — 
could  follow.  All  this  makes  for  a 
strong  yen  rather  than  a  weak  one. 

The  contrast  between  the  weak 
economy  and  the  strong  currency  may 
seem  paradoxical,  but  it  is  not  contra- 
dictor)'. Markets  have  taught  us  that 
economic  weakness  does  not  neces- 
sarily translate  into  currency  weak- 
ness, and  the  current  situation  is  no 
exception  to  this  rule. 

In  fact,  the  yen  has  performed 
wonderfully,  shrugging  off  all  the 
bad  economic  data  in  Japan.  Many 
very  large  and  well-known  specula- 
tors have  bet  heavily  against  the  yen, 
only  to  discover  that  the  massive 
trade  and  capital  flows  moving  out  of 
dollars  and  European  currencies  into 
the  yen  can  completely  overwhelm 
and  reject  speculative  flows  moving 
the  other  way.  This  lesson  has  been 
taught  repeatedly  since  1990,  and  it 
has  often  been  expensive,  but  its 
message  persists. 

Recently,  many  players  built  up 
quite  massive  short  yen  positions  in 
anticipation  of  a  trade  package  be- 
tween the  U.S.  and  Japan,  which,  they 
reasoned,  would  remove  the  need  for 
a  currency  shift  (in  favor  of  a  stronger 
yen)  to  correct  the  enormous  trade 
imbalance  between  these  two  nations. 
The  premise  of  these  speculators,  un- 
fortunately, is  ultimately  flawed,  as 
the  trade  imbalance  is  ingrained  in  the 
living  habits  of  both  countries. 

The  trade  surplus  with  the  U.S. 
will  not  be  fixed  by  the  Clinton 
Administration's  jawboning.  It  will 
be  corrected  only  when  the  U.S.  and 
Japan  dramatically  shift  their  respec- 
tive preferences  for  consumption 
and  saving.  The  Japanese  must  be- 
come much  greater  consumers  and 
the  Americans  must  become  much 
greater  savers.  Otherwise,  the  trade 
imbalance  is  doomed  to  remain 
stubbornly  and  dangerously  large, 
and  to  be  a  source  of  continuing 
political  and  economic  tension — and 


of  continuing  strength  in  the  yen. 

Ultimately,  the  value  of  the  yen  is 
determined  by  trade  and  capital  flows, 
and  they  both  look  set  to  support  the 
yen  for  quite  some  time.  The  weak- 
ness in  the  Japanese  economy,  cou- 
pled with  the  increasingly  healthy 
U.S.  economy,  points  to  a  probable 
worsening  of  the  trade  picture.  More 
and  more,  the  U.S.  recover)'  is  be- 
coming consumer- led,  while  Japa- 
nese consumption  is  still  declining. 
That  means  a  growing  amount  of 
Japanese  exports  sales  will  be  convert- 
ed from  foreign  currencies,  such  as 
dollars,  back  into  yen.  Every  month 
there  are  over  $10  billion  worth  of 
these  conversions,  and  they  create  a 
constant  demand  for  yen. 

When  the  domestic  situation  in 
Japan  is  healthier,  Japanese  investors 
recycle  many  of  these  flows  abroad 
by  purchasing  foreign  assets  and  se- 
curities. Currently  Japanese  inves- 
tors hold  hundreds  of  billions  of 
dollars'  worth  of  U.S.  and  European 
assets,  and  it  was  these  net  purchases 
that  prevented  the  yen  from  appreci- 
ating more  rapidlv  during  the  late 
1980s  and  early  1990s.  Now,  how- 
ever, with  weak  capital  bases  and 
severe  deflationary  pressures  con- 
tinuing unabated,  the  likelihood  of 
extensive  further  recycling  of  the 
trade  surplus  is  diminished.  In  fact,  if 
domestic  conditions  worsen  suffi- 
ciently, one  should  expect  substan- 
tial efforts  by  the  Japanese  to  protect 
or  even  bring  home  some  of  their 
foreign  holdings.  That  means  yet 
more  purchases  of  yen  and  sales  of 
dollars  and  deutsche  marks. 

The  bottom  line  is  that  the  yen  may 
be  getting  ready  for  another  very  large 
appreciation  against  the  dollar  and 
the  European  currencies.  The  flows 
all  point  that  way,  and  increasing  dis- 
satisfaction of  the  U.S.  Administra- 
tion with  the  pace  of  the  Hosakawa 
administration's  effort  to  shrink  the 
trade  surplus  could  cause  this  move 
to  accelerate.  HB 
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STOCK  MARKET 
WARNING: 


Every  day  that  passes 
brings  us  one  day  closer  to 
the  next  stock  market 
debacle  But  don't  panic. 
The  stock  market  NEVER 
makes  a  big  move-up  or 
down-without  giving 
plenty  of  advance  warning. 
.  Many  investors  think  the 
MARTIN  ZWEIG  500  point  "Black  Monday" 
crash  on  10/19/87,  came  right  out  of  the  blue. 

Not  so.  My  key  indicators— 22  Monetary,  and 
36  Sentiment  and  Momentum,  clearly  signaled 
sharply  rising  risks  in  August  and  kept  getting 
worse.  These  indicators  guided  my  Zweig 
Forecast  to  a  9%  gain  on  Black  Monday,  a  50.4% 
gain  for  1987  and  a  685.9%  gain-with  not  one 
down  year-for  the  past  13  years  ending  6/93 
(Past  results  are  no  guarantee  of  future  results.) 
The  Zweig  Forecast,  published  every  three 


weeks,  continually  updates  my  market  indicators 
and  maintains  a  securities  portfolio,  which 
earned  the  profits  detailed  above  and  that  you 
can  easily  follow,  step-by-step. 

Try  The  Zweig  Forecast 
and  we'll  rush  you  the  un- 
listed phone  number  to 
Zweig's  telephone  hotline, 
updated  at  least  three  times 
a  week,  plus  a  gift  copy  of 
Zweig's  newly  updated 
best-selling  classic  ($20 
retail).  Pro  rata  money-back 
guarantee  of  course.  EXTRA  BONUS 

Three-Month  Trial  $55 
One-Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9063 

THE  ZWEIG  FORECAST 

P.O.  Box  2900,  Wantagh,  NY  11793-0926 


VOICE  MAIL 


BUSINESS  OPPORTUNITIES 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under  $300. 


Voice  Mail 
Call  Processing 
Fax-on-Demand 

1-800-947-4884 

Demo  (510)  S22  3800 
i      FAX  (510)  522  SS56 


TECHNOLOGY.  INC.  ~fjf~~ 

Prices  subiecl  to  change  .without  notice 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  ft  Shelf  Corporations. 

TMaumrt'  CaH/Wri1« ,of  nWI  KIT: 


PO  Box  484-FB 
Wilmington,  DE  19899 
800-321  -CORP  •  302-652-6532 


$  OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 

No  Brokerage  Fees 
To  Buy  or  Sell 
1-800-999-SALE 
GREAT  WESTERN  business  services,  inc 


NATIONWIDE 


Pier  1  imports 


Store  No  900  Associate  Store 

A  Home  Furnishings  Retailer 
Must  sell.  Undercapitalized 
w/unlimited  sales  potential. 
Will  consider  capital  investor. 

Write  to  President,  Amcorp 

PO  Box  44.  Mobile,  AL  36601-0044 


EDI  BOOK 


CONTRIBUTIONS 


Electronic  Data  Interchange 

A  new  book  on  EDI  written  from  a 
business  perspective  by  R.T.  Crowley, 
one  of  America's  foremost  authorities  on 
EDI,  hard  cover  224  pages,  S42.50  we 
pay  postage  check  or  M.O.  to  Research 

Triangle  Consultants,  Inc.  Dept.  F 
PO.  Box  12031  RTP  N.C.  27709-2031 
1-800-382-5284  FAX  919-380-1727  MC  VISA 


CONTRIBUTIONS  NEEDED 

Korean  Methodist  Church  and  Institute.  New  York 
City,  needs  to  raise  $6  million  for  her  building 

fund.  She  raised  only  S2  million.  We  enjoy 
freedom  of  worship  in  America.  Welcome  gifts: 
Matching  Funds.  Wills.  Annuities.  Memorials. 
Life  insurance.  Real  estates.  Please  reply  to 
633  W.  115  St.  NY  10025  (2121662-1422: 
(5161931-1067  Fax  (212)  662-96% 


5,059% 
growth 


■Special  Trial  Offer- 


Fortune  Telli 


Value  Line 
No.  1 

StOCkS   |  Composite  I  DJ  Indust. 


406%  growth 


262%  growth 


price  appreciation  196 


Value  Line.  Just  $5£ 

Value  Line  is  renowned  for  its  ability  to  predict  which  stocks  will  outperform  market  avera 
graph  shows  the  profits  from  once-a-year  portfolio  updates  using  our  famous  ranking  sysl 
frequent  updates  did  even  better.  With  this  trial  you  get  our  2,000-paqe  stock-library.  10 
our  subscription  service,  the  '94  JK  Lasser  Tax  Guide  ($14  retail)  with  hundreds  of  moni 
tips  and  a  24-hour  tax-helpline.  It's  ail  yours  to  keep,  whether  or  not  you  decide  to  subsc 
your  trial  has  ended.  Allow  4  weeks  for  delivery.  NY  residents  please  add  sales  tax.  Trial  i 
once  every  3  years  per  household.  30-day  money-back  guarantee  on  return  of  all  materials 
★★Ranked  No.1  by  Hulbert  for  long-term  performance.** 

Call  1  800  833  0046,  ext.  2903,  dept  616H06  to  place  a  credit-caj 
 The  Value  Line  Investment  Survey.  711  3rd  Avenue.  NY.  NY  111017-4064 


THEATRICAL  BACKERS 


EDUCATIONAL  SERV 


MONROE 


University  Degn 

Home  study  Associate,  Ba 
Masters,  and   Doctoral  c 
Paralegal,     Law,  Psye 
Business  Administration, 
Care  Administration,  Inter 
Business,    Human  Res. 
Technology  Management. 
Call  (800)  477-2254 
Southern  California  Univ« 
202  Fashion-F,  Tustin  CA 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  in 

Free  Business  (  atalog- 
i  s  Govcrnmeni  Priming  Office 
Office  of  Marketing— Slop  s\i 
Washington   IX  20401 


Forbes: 
Capitalist  Tool 


COLLEGE  DEGR 

BACHELORS  •  MASTERS  •  DOC 
Foi  Wort.  Life  am 
Eiperience  •  No  I 
Attendance  fli 

1-800-423- 
FAX  (310)  47 
or  tend  detailed 
lor  Free  (rail 

Pacific  Western  Univei 

600  N  Sepuiveda  Bivfl  Pep'  185  Los  Angtfes 


EXTERNAL  DEGF 

BA/BS  MS/MBA  PhD 
|  Credit  for  work  /lite  exp  •  Ac 
(800)  955-8879  (24  hi 

LaSalle  Univer: 

Dept.  879  Slidell.  LA  70451 


® 


SHARING 


ISC 


FORBES 

Die  " 


VILLANEOUS  FOR  SALE  PRESENTATION  EQUIPMENT 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


•  i TMENT  GEMSTONES! 
ANTEED  LIQUIDITY!!! 

sell  Diamonds  and  all 
Gemstones.  Free  wholesale 
ince  1967!  Member:  Jewelers 
Trade  &  Chamber  of 
:e. 

HOUSE  OF  ONYX 

in  St..  Greenville,  KY  42345 
M4-3100  or  FAX  502-338-9605 


REAL  ESTATE 


1  •  Colorado  • 
;re  de  Cristo  range 

ramie  mountain  views. 
40  acres  $25,000 
heart  of  the  majestic 
Cocky  Mountains. 

J.  Ryland 

Box  303  6WK4 
f  Garland,  CO  81133 
(719)  379-3263 


It  keeps 
pre  than 
jemories 
alive. 


If  AMERICAN  1 1  EAR  I 

MR  ASSCIL'IAIION 

J  I'MORIAL  I'Rtft.RAM  • 


Amor  icon  Heart 
Association 


us  space  provided  as  a 
public  service 


USE  R 
POCKET '  POINTER 


0. 


m. 


P.O.  Box  2712 
San  Ramon,  CA  94583 


•  li  You  Buy,  Buy  Quality 
>  Range  up  to  100  yds. 

•  WE  include  2  AAA 
Batteries 

•  Pocket  size 

TOLL  FREE 
800-291-5511 


WATCHES 


FINE  WATCH  SALE 


SAVE  50%  ON  QUALITY 
PREOWNED  &  VINTAGE 
TIMEPIECES 

Choose  from  Rolex,  Cortier, 
Patek  Philippe,  and  more. 
SEND  10  FOR  OUR 
FULL  COLOR  CATALOG 

Please  include  your  name,  address  and  telephone 


BUY  *  SELL  *  TRADE  *  REPAIR 

Gray&Sqns 


COCONUT  GROVE 

(305)  448-0130 


1-800-654-0756 

Proudly  not  an  authorized  dealer  of  any  watches  mentioned. 
The  watches  named  in  this  ad  are  registered  trademark,  ■ 


EXECUTIVE  GIFTS 


Permanently  end  back  pain 
by  training  your  back  to 
properly  support  itself. 

Endorsed  by  Health 
Care  Professionals 

PosturEvolution 

Posture 
Education 
Products 

43  Katonah  Avenue 
Katonah,  NY  10536 

800-392-0363 
$84.95 


Dinosaur 

Art  Series  I 


UTAH  RAPTOR  OSTROMAYSI 

THE  ULTIMATE  PREDATOR 
BRONZE  LIMITED  EDITION 
$240.00  (8  .X6'h) 

Plus  $8  Shipping  &  Handlmj 
MC'VISA 

P.O.  Box  9080  •  Denver,  CO  80209 

PREHl 
PRESER1 


ORIC 

TION 


D  MAHOGANY 


16"  to  22"  models  are  hand- 
crafted from  solid  mahogany  with 
handpamted  markings  ond  details 

•  Over  160  models  in  stock 

•  Pnced  from  $99  50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


PACIFIC 


V.'OUM  liACHMG  WUQ8S 

of  ni 

AEtOSCUUTUHS 

14255  No*  79*  Street 
Scottvijte  Alport.  AZ  a5260 
|60J  W-tJIl  — - - 


FORBES  MARKET/ 
CLASSIFIED 

To  spotlight  your 
specialty  product  or 
service  to  an  affluent 
proven  responsive 
executive  audience: 

WRITE,  CALL  OR 
FAX:  LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave., 
N.Y,  NY  10011 

(212)  620-2440 
(212)  620-2472  (FAX) 


Cmipk'ikl  Sail  l\hul( 

Uiti&iL'  YulMs  <-  li'imuiu  Until 


Flying  Cloud 


World-Class  Craftsmanship 
Other  Fine  Nautical  Works  Available 

SEACRAFT™ 

CLASSICS 

7850  E.  Evans  Rd.  Ste.  109,  Scottsdale,  AZ  85260 
FAX 1602)  998-2314  •  (602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


INVEST  IN  HISTORY 

Who  is  your  hero? 

Lincoln,  Churchill,  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Armstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art, 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1 930 

9478  W  Olympic  Blvd.,  B.H.,  CA  9021 2 

800-421-0754 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


World's  Largest  Selection  ol  Audio  Books 

Bestsellers  1 

on  Cassette  f 

■  Full-length  " 

Readings  I 

'  Call  for  Free  § 

Brochure  ? 


(800)  626-3333 


EDITED  BY  THOMAS  JAFFE 


Reunion  tips 

On  Nov.  13  Streetwalker's  search  for 
investment  ideas  took  him  to  Colum- 
bia University,  where  the  business 
school  was  holding  its  first-ever  re- 
union. Among  the  speakers  at  one 
packed  seminar  was  alumnus  Leon 
Cooperman,  the  former  chief  invest- 
ment strategist  for  Goldman,  Sachs. 
Cooperman  now  runs  over  $1  billion 
(assets)  Omega  Advisors,  Inc.,  a  New 
York  City-based  hedge  fund.  Cooper- 
man says  Omega  is  up  62%  (before 
fees)  so  far  in  1993,  its  second  year  in 
business.  According  to  a  source  at  the 
seminar,  Cooperman's  take  for  the 
year  has  been  "north  of  $50  mil- 
lion"— not  bad  even  by  the  standards 
of  Goldman's  current  earning  power 
(see  story,  p.  42). 

Much  of  Omega's  gains  have  come 
from  big  leveraged  positions  in  Japa- 
nese, Swedish,  German,  French, 
Spanish  and  Italian  bonds.  "But we're 
in  the  seventh  inning  now,"  says  Coo- 
perman, who  plans  to  sell  the  bonds  as 
interest  rates  fall  further.  Meanwhile, 
he's  cautious  about  U.S.  stocks  in 
1994,  even  though  they  account  for 
50%  of  Omega's  portfolio.  He  favors 
special  situations  like  jewelry  chain 
Zale  Corp.  (recent  o-t-c  price,  10%) 
and  Wang  Laboratories  (recently 
147/8  on  a  when- issued  basis);  both 
companies  recently  emerged  from 
Chapter  1 1 . 

Another  alum  packing  them  in  was 
money  manager  (and  Cooperman 
classmate)  Mario  Gabelli.  His  $507 
million  (assets)  value  fund  and  $926 
million  asset  fund  are  ahead  39%  and 
22%,  respectively,  for  the  year,  thanks 
to  big  gains  in  stocks  like  Echlin, 
General  Motors  and  Paramount 
Communications.  Gabelli  funds  own 
5%  of  Paramount. 

To  the  Columbia  crowd,  Gabelli 
suggested  $578  million  (sales)  Media 
General  Inc.,  in  newspapers,  news- 
print, cable  TV  systems  and  network- 
affiliated  TV  stations.  His  funds  own 
nearly  30%  of  the  Amex-listed  Class  A 
stock;  recent  price,  285/s.  (The  Class  B 
supervoting  stock  is  controlled  by  the 
founding  Bryan  family.)  Gabelli 
thinks  the  cable  operations  alone  are 
worth  $28  a  share.  If  he's  right,  at 
current  prices  you're  getting  the  oth- 
er businesses  for  next  to  nothing. 

Gabelli  also  likes  $568  million 
(sales)  Pittway  Corp.  It  makes  alarms 


and  other  security  products  and  pub- 
lishes business  and  trade  magazines. 
Gabelli's  funds  own  about  35%  of 
Pittway's  Amex-listed  (Mass  A  shares 
and  21%  of  the  common.  Recent 
prices:  30  and  30%,  respectively. 

Another  favorite:  $257  million 
(sales)  C-Tec  Corp.,  which  owns 
Commonwealth  Telephone,  the  na- 
tion's 20th-largest  telephone  compa- 
ny. ( It's  also  in  cable  TV,  as  well  as  long 
distance  and  cellular  telephone  ser- 
vice.) In  June  the  founding  Sordoni 
family  agreed  to  sell  its  controlling 
stake  to  Omaha's  Peter  Kiewit  Sons', 
Inc.  for  nearly  $200  million,  or  about 
$34  a  share.  There  is  both  common 
and  Class  B  supervoting  stock.  The 
Gabelli  group  owns  about  32%  of  the 
equity.  Recent  o-t-c  price  of  the  com- 
mon: 28V2.  Gabelli  thinks  the  shares 
are  trading  for  60%  of  what  they're 
worth.  -Robert  Lenzner 


Playing  the  China  card 

Speaking  of  the  Columbia  Business 
School  reunion,  the  lunchtime  alum- 
ni day  festivities  included  a  speech  by 
Peter  Kwong-ching  Woo,  class  of 
1972  and  chairman  of  $570  million 
(sales)  Wharf  (Holdings)  Ltd.,  the 


Peter  Woo  of  Wharf  Holdings 
Container  ports  for  the  China  trade. 


Hong  Kong-based  conglomerate. 
Addressing  the  concern  of  many  in- 
vestors that  China's  economic  growth 
will  stall  after  the  death  of  its  89-year- 
old  patriarch,  Deng  Xiaoping,  billion- 
aire Woo,  47,  made  a  compelling  case 
for  investment  in  both  Hong  Kong 
and  China. 

Woo  said  he  expects  the  transition 
from  Deng  will  be  smoother  than 
most  people  anticipate.  He  also  sug- 


gested that  investors  consider 
"a  series  of  over  30  regional 
kets."  Woo:  "The  heads  ofecoi 
units,  be  they  governors  or  rrJ 
are  virtually  chief  executive  o 
with  strong  authority.  Their  ml 
not  dissimilar  to  the  heads  of  Jad 
zaibntm  [the  term  for  that  cou 
pre -World  War  II  conglomej 
The  current  state  of  developmi 
China  can  be  likened  to  Japan 
1950s,  when  there  was  a  gre: 
mand  for  capital." 

What's  Wharfs  China  sttv 
Woo  plans  to  build  a  series  ofcaj 
er  ports  along  the  Yangtze  Rivei 
aim:  to  connect  China's  landlc 
provinces  to  the  ports  of  Hong 
and  Shanghai.  Woo  expects  thai 
will  open  vast  markets  to  tradd 
thus  trigger  expansion  in  the  Ch 
interior. 

After  his  speech,  Woo  told  Si 
walker  that  even  though  I 
Kong's  Hang  Seng  index  has  1) 
doubled  (to  almost  9700  rece 
since  last  December,  he  still  con; 
it  to  be  undervalued  when  coma 
with  the  Singapore  and  Mala) 
stock  indexes.  (The  Singapore! 
Malaysian  markets  are  currently 
ing  for  about  16  and  18  times  a| 
pated  1994  earnings,  respect] 
versus  13  times  for  Hong  Kd 
Hang  Seng  index.)  Woo  expecc 
Hang  Seng  to  move  up,  but  da 
the  growth  in  China,  he  think) 
pan's  Nikkei  average,  which  red 
slumped  to  just  over  18000,  will 
tinue  to  fall. 

What  about  Woo's  own  si 
Wharf  Holdings?  The  shares,  w 
trade  on  the  Hong  Kong  Stock 
change,  are  far  from  cheap.  At  a  ni 
price  of  $HK29.40,  Wharf  has  M 
doubled  this  year;  at  19  timed 
$HK1 .52  a  share  it's  expected  to 
in  1994,  Wharf  is  selling  at  a  prern 
to  the  Hong  Kong  market.  Bj 
Woo  is  right  about  China's  prosp 
and  the  role  Wharf  Holdings  will] 
the  stock  is  worth  consideration 
.  long-term  investors. 

Weyerhaeuser 
gets  ahead  of  itself 

Weyerhaeuser  Co.  (estimated  1 
sales  of  $4.6  billion)  is  the  woi 
largest  owner  of  marketable  sofbi 
timber.  It's  also  a  major  producl 


280 
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ind  paper  products.  Participat- 
i  a  cyclical  upturn,  Weyerhaeu- 
>IYSE- listed  stock  has  more  than 
ed  from  its  fall  1990  low  of  17% 
xent  431/4. 

it  makes  Weyerhaeuser  one  of 
;  1  petter-performing   stocks  fol- 
i!  [  by  Salomon  Brothers'  forest 
t  icts  analyst  C.A.  Dillon  III.  Alas, 
i  estimates  the  Tacoma- based 
an  any  will  post  only  an  18%  earn- 
j;ain  in  1994,  from  an  estimated 
h  to  $2.60  per  share.  That's  not 
\tri'  as  much  growth  as  he  expects 
J(Some  other  wood  producers, 
jvl.at's     holding  Weyerhaeuser 
ijlsays  Dillon,  are  exposures  to  log 
njts  and  to  "fluff'  pulp  used  in 
ill  ,»able  diapers. 

rjj  er  hitting  a  three -year  low  in 
(  imber  1992,  log  inventories  in 
;  icific  Rim  reached  alltime  highs 
this  summer.  During  that  nine- 
period,  log  prices  more  than 
ed.  But  prices  already  are  off 
rom  their  midyear  peak,  and 
(i  doesn't  expect  them  to  rise  a 
jain  anytime  soon — he  warns 
J.S.  log  exporters  to  Asia  are 
increased  competition  from 
i,  the  Southern  Hemisphere  and 
Scandinavia. 

for  fluff  pulp  (45%  of  Weyer- 
er'spulp  output),  in  1993  prices 
3een  at  a  record -high  premium 
per  pulp  prices.  Dillon  expects 
spread  to  narrow  next  year, 
s  to  new  capacity  in  the  market- 
and  declining  demand  by  some 
ustomers  that  are  coming  out 
new,  thinner  diapers  requiring 
Liff  pulp. 

ile  Dillon  expects  earnings  for 
irrent  pulp-and-paper  cycle  to 
in  1997,  he  also  expects  the 
to  make  their  cyclical  highs  two 
earlier,  in  1995.  Dillon  says  the 
f>cks  he  closely  follows  normally 
multiples  of  9  to  11  times  peak 
[igs.  Yet  Weyerhaueser  already 
jbr  9  times  the  $5  a  share  Dillon 
ites  it  will  earn  at  its  peak.  This 
ares  with  an  average  multiple  of 
5  or  so  for  Dillon's  group. 
Ion  thinks  Weyerhaeuser  stock 
ise  only  another  20%  through 
versus  an  average  move  of  50% 
ore  for  the  industry.  His  two 
res:  Georgia-Pacific  (74%, 
and    Willamette  Industries 
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A  ▲ 

WRONG  answer:  RIGHT  answer: 

The  traditional  necktie.         This  exaordinary 
Passport  4500! 

This  holiday,  knock  the  socks  off  your 
favorite  driver  by  giving  the  gift  guaran- 
teed to  delight:  a  Passport  4500  SuperWide 
radar+ laser  detector.  Passport  4500 
provides  total  4-band  protection  from 
both  radar  and  laser  (including  SuperWide 
Ka  frequencies).  And  it  comes  with  our 
new,  exclusive  DPR  Anti-Falsing  Circuitry 
to  minimize  Ka  falsing. 

This  holiday,  choose  the  right  gift. 
Give  a  Passport  4500  SuperWide. 


ESCORT  products  are  designed  and  manufactured  in  the  USA. 


To  order,  call  toll-free: 

1-800-433-3487 

In  Canada,  call  toll-free  1-800-667-5452 

Passport8  4500  SuperWide  $229 

Free  shipping  &  handling.  Ohio  res.  add  6%  sales  tax. 

Ask  About  Our  Money-Back 
Holiday  Guarantee 

ESCORT 
►  Department  4010D3 
5200  Fields-Ertel  Road 
Cincinnati,  Ohio  45249 

ESCORT 

The  Innovative  Edge]" 


1-800-888-9896 

Call 

FORBES  SUBSCRIBER 
SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change. 
Please  quote  subscriber  number  on  address 
label  of  magazine.) 

or ... 

mail  this  coupon 
with  current  address  label. 


Name . 


New  Address . 


City. 


State . 


Zip . 


JB9X41 


NEW  SUBSCRIPTION 

□  1  Year  (27  issues)  $54 
□  3  Years  (81  issues)  $108 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate 

Forbes 

P.O.  Box  10048 
Des  Moines,  IA  50340-0048 


If  It's  Special, 
It  Deserves  a 
U.S.  Savings  Bond. 


Give  U.S.  Savings  Bonds. 
Get  them  at  your  bank, 
and  be  sure  to  ask  for 
a  gift  certificate. 


Take 
Stock 
in 


A  public  serv  ice  of  this  magazine 
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Art  object  a  series  of  limited  editions  created  for  the  benefit  of  AmFAR  (American  Foundation  for  AIDS  Research) 

Ross   Bleck  Defvest  produced  by  Garrick  Anderson.  JSG    B  0  Q  Q  S b a c k p a c k  produced  by  Prada 

Louise  Bourgeoisgiass  head  produced  by  steuben. Francesco  Clemente  boots  produced  by  Manolo  Blahnik 

Jenny  Holze  r stockings  produced  by  Pennaco  Hosiery.  JOSepH  KOSUthhat  produced  by  Worth  &  Worth 
Barbara  Krugerumbrella  produced  by  Mespo  Umbrellas  Ltd.  Vi CtO f  MattheWSleather  jacket  produced  by  Lance  Karesh  for  Basco 
James  Na  reSpillows  produced  by  Hamilton  Furniture  &  Textiles.  Joel  Otterson  lean  jacket  produced  by  Diesel 
Richard  P  r I  n  C  ewhite  shirt  produced  by  Item  Ltd.  Robert  Rauschenberg  tie  produced  by  Fumagalli's 
Alexis  Rockman  boxer  shorts  produced  by  CG  Design.  Tim  Rollins  &  KOS  blank  book  produced  by  Graphic  Image 
Kenny  Scharftabie  linens  produced  by  Frette.  C  j  D  dy  Sherma  nwatch  produced  by  SM  Grotell  and  Florian  Favre 
William  Weg  mansocks  produced  by  Royce  Hosiery.  All  proceeds  benefit  AmFAR. 

Available  starting  November  23rd  exclusively  at  Barneys  New  York 

BARNEYS 
NEWY ORK 

Madison  Avenue  and  Sixty-first  Street  New  York  .  Seventh  Avenue  and  Seventeenth  Steet  New  York  .  25  East  Oak  Street  Chicago 


more  things  change  . . ." 
years  ago  in  Forbes 

the  issue  of  Dec.  8,  1923) 


to  make  no  such  recommendation  to 
Congress.  Recent  revelations,  partic- 
ularly those  concerning  banker 
Albert  H.  Wiggin's  stock  market 


"World's 
Greatest 
Money-Making 
Mountain,"  said 
Forbes  of  Stone 
Mountain,  Ga. 
with  its  huge 
Confederate 
memorial 
sculpture. 


[ecision  of  far-reaching  impor- 
to  labor  was  handed  down  by 
F.S.  Circuit  Court  of  Appeals  in 
Francisco  when  it  affirmed  the 
j;ion  of  a  lower  court  which 
ned  unions  from  organizing  the 
nion  workers  of  the  Pacific  Elec- 
lailway  Co.  of  Los  Angeles,  and 
|ld  the  right  of  employers  to 
I  pledges  from  workers  not  to 
unions." 

nay  be  a  satisfaction  to  some 
>ns  who  have  a  grievance  against 
Its  to  know  that,  proportionally, 
jc  are  more  lawyers  in  prison  in 
IjJ.S.  than  college  men  of  other 

gs  Clergymen  rank  with  doc- 

ind  lawyers  as  offenders  against 
aw,  and  98%  of  the  educated 
nals  are  church  members." 

years  ago 

M  THE  ISSUE  OF  DEC.  1,  1933) 

E  liquor  makers'  greeting  to 
ill  is  much  more  restrained  than 
brewers'  welcome  to  beer.  For 
Ibution  is  a  tangle.  Laws  are  a 
Be.  Bootlegging  and  counterfeit- 
use  sinister  heads.  No  one  knows 
.demand  will  be.  f  ew  are  willing 
edict  retail  prices.  The  only  cer- 
act  today  is  that  the  liquor  busi 
won't  be  [what]  it  was  in  1918." 

pite  all  pressure  to  have  the  new 
ral  Securities  Act  modified,  [it's 
that  President  Roosevelt  intends 


operations,  have  convinced  the  Pres- 
ident, it  is  authoritatively  said,  that, 
instead  of  relaxing  restrictive  legisla- 
tion, still  further  steps  to  protect 
investors  should  be  instituted." 

50  years  ago 

(From  the  issue  of  Dec:.  1,  1943) 
"Washingtonians  do  not  claim  to 
know  more  than  you  or  I  as  to 
whether  Franklin  D.  Roosevelt  will 
reach  out  for  a  fourth  term.  Their 
attitude  is:  Phenomenally  astute 
politician,  he  w  ill  not  commit  himself 
until  the  last  moment  and  that  then 
he  will  run  if  he  should  be  reasonably 
sure  of  reelection.  If  not,  not." 


A  Polish  boy  smiles  his  thanks  for  war- 
time bread  made  from  U.S.  flour. 


"Department  stores  are  becoming 
air-minded.  Filene's  [in  Boston]  is 
considering  the  use  of  helicopters  to 
deliver  postwar  merchandise  to  the 
company's  branch  shops.  Planes  would 
take  oft  and  land  on  store  roofs." 


25 


years  ago 


(From  the  issue  of  Dec:.  1,  1968) 
"State  Farm  Fire  &  Casualty  Co., 
the  nation's  largest  homeowner  insur- 
er, is  introducing  in  Illinois  an  exper- 
imental home-insurance  policy  [in 
which  ]  coverage  will  go  up  automat- 
ically with  the  Commerce  Depart- 
ment's construction  cost  index.1'' 

"A  sheikh  sits  in  the  jail  of  an  Arabian 
king  who  years  ago  might  have  cut  his 
hands  off.  An  old  lady  in  a  retirement 
home  counts  the  hours  before  she  will 
be  thrown  out  for  being  .  .  .  behind  on 
her  room  bill.  What  have  they  in 
common?  Mutual  fund  bookkeeping." 

10  years  ago 

(From  the  issue  of  Dec;.  5,  1983) 


Mike  Milken  in  the  simple  early  1980s. 


"Considering  that  he's  neither  a  rock 
star  nor  a  negligence  lawyer,  Michael 
R.  Milken  is  doing  pretty  well  for 
himself. . . .  FORBES  figures  that 
Milken  earned  well  over  $2  million 
last  year  without  stock  options — and 
we  are  being  conservative." 

"For  14  years  the  U.S.  Department 
of  Transportation  (nor)  has  tried  to 
make  an  automobile  airbag  rule  that 
automakers  and  safety  zealots  could 
live  with.  For  14  years  no  r  has  failed. 
Now  the  department  is  ready  to  try 
again —  This  time  there  is  a  reason- 
able probability  of  success."  m 
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It's  clear  that  something 
must  be  done  about  the 
effectively  disruptive 
tactics  of  anarchistic 
handfuls  [at  political 
rallies].  Handling  the 
occasional  heckler  is  a 
storied,  valuable  art  in 
politics;  but  a  militant 
group  of  grubs  [have] 
announced  their  determi- 
nation to  rape  the  right  of 
candidates  to  be  heard  and 
of  citizens  to  hear.  Far, 
far  too  often  these  stinky 
finkies  succeeded.  .  .  . 

Free  speech  is  the  first 
requisite  of  freedom  and 
a  viable,  functioning 
democracy.  The  exercise  of 
it  cannot  be  at  the  option 
of  those  who  think  the 
right  to  dissent  includes 
the  right  to  destroy. 

-Malcolm  Forbes 


A  Text... 

For  so  it  is  the  will 
of  God,  that  with  doing 
good  ye  may  put  to 
silence  the  ignorance 
of  foolish  men. 
-I  Peter  2:15 


Sent  in  by  E.  Bower  Carty,  Otta- 
wa, Canada.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Everyone  in  daily  life 
carries  such  a  heavy,  mixed 
burden  on  his  own  conscience 
that  he  is  reluctant  to 
penalize  those  who  have 
been  caught. 
-Brooks  Atkinson 

A  quiet  conscience  sleeps 
in  thunder. 

-Thomas  Fuller 

We  are  all  exceptional  cases. 
Each  man  insists  on  being 
innocent,  even  if  it  means 
accusing  the  whole  human 
race,  and  heaven. 
-Albert  Camus 

There  is  a  sort  of  man  who 
pays  no  attention  to  his 
good  actions,  but  is 
tormented  by  his  bad  ones. 
This  is  the  type  that  most 
often  writes  about  himself. 
-Somerset  Maugham 


We  cling  to  our  bad  feelings 
and  beat  ourselves  with  the 
past  when  what  we  should  do 
is  let  go  of  it,  like  Peter 
did.  Once  you  let  go  of 
guilt,  then  you  go  out  and 
change  the  world. 
-James  Carroll 

Shame  is  the  social  side 
of  guilt. 

-John  P.  Grier 

We  have  no  choice  but  to  be 
guilty.  God  is  unthinkable 
if  we  are  innocent. 

-Archibald  MacLeish 


More  than  3,000  "Thoughts,"  have  been  collected 
in  a  hardcover  edition  bound  in  green  and  gold.  To 
order,  send  $27.50  to:  Forbes  Books,  P.O.  Box 
11234  Des  Moines,  Iowa  50340.  Add  sales  tax  on 
orders  in  New  York  State  and  other  states  where 
applicable.  For  faster  service  call  1-800-234-4553 
and  charge  to  your  credit  card. 


Our  conscience  is  not  the 
vessel  of  eternal  verities, 
It  grows  with  our  social  life, 
and  a  new  social  condition 
means  a  radical  change  in 
conscience. 
-Walter  Lippmann 

This  is  his  first  punishment, 
that  by  the  verdict  of  his 
own  heart  no  guilty  man 
is  acquitted. 

-Juvenal 

Each  of  us  when  he  appears 
before  his  fellows  is  clothed 
in  a  certain  dignity.  But 
every  man  knows  what 
unconfessable  things  pass 
within  the  secrecy  of 
his  own  heart. 
-Luigi  Pirandello 

How  unhappy  is  he  who 
cannot  forgive  himself. 

-Publilius  Syrus 

One  of  the  misfortunes  of 
our  time  is  that  in  getting 
rid  of  false  shame  we  have 
killed  off  so  much  real 
shame  as  well. 
-Louis  Kronenberger 

It  is  only  too  easy  to  compel 
a  sensitive  human  being  to 
feel  guilw  about  anything. 

-Morton  Irving  Seiden 

Those  who  feel  guilty  are 
afraid;  and  those  who 
are  afraid  somehow  feel 
guilty.  To  the  onlooker, 
too,  the  fearful  seem  guilty. 
-Eric  Hoffer 

In  many  walks  of  life, 
"a  conscience  is  a  more 
expensive  encumbrance 
than  a  wife  or  a  carriage. 

-Thomas  De  Quincey 

Man  is  the  only  animal  that 
blushes.  Or  needs  to. 

-Mark  Twain 
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Last  year  when  Financial  World  found  America's  safest  insurance 
company  in  Columbus,  Georgia,  more  than  a  few  people  were  a 
little  lost-people  in  places  like  Boston,  Hartford,  Chicago, 
Philadelphia  and  New  York.  Now,  for  the  second  year,  AFLAC  is 
the  number  one  rated  insurance  company.  And  we're  pleased 
to  be  "on  the  map"  once  again. 

Financial  World  is  the  nation's  oldest  business  magazine,  with  a  biweekly 
circulation  of  over  500,000.  ©1993  AFLAC  Incorporated  All  rights  reserved. 


Insuring  Over  38  Million 
People  Worldwide 


-A^Ivisof  Fairing  Tikis  "Tear? 


{And  wlkai;  alouitf;  for  tike  last  year,  2  years,  3  years,  4  years,  etc.  V 


Trust  Company  of 
the  West  and  the 
other  members  of 
the  TCW  group 
offer  expertise  in 
30  different  invest- 
ment areas. 

Th  is  allows  our 
clients  to  allocate 
assets  among  a 
variety  of  invest- 
ment disciplines, 
including  6  equity 
and  7  fixed  income 
alternatives,  one  of 
which  would  rank 
in  the  1st  percentile 
for  1,  3,  and  5  years 
in  the  Russell  universe  ol  over 
3,000  fixed  income  funds. 


Is  your  equity  manager  significantly 
outperforming  the  S&P  500? 
TCW's  Concentrated  Core 
strategy  is. 


Is  your  fixed  income  manager 
significantly  outperforming  the 
Salomon  Bros.  Broad  Index? 
TCW's  High  Grade  Fixed  Income 
strategy  is. 

Is  your  equity  manager  significantly 
outperforming  the  NASDAQ  Index? 
TCW's  Earnings  Momentum 
strategy  is. 

Is  your  fixed  income  manager 
significantly  outperforming  the 
Lehman  Bros.  Mortgage-Backed 
Securities  Index?  TCW's  Mortgage- 
Backed  Securities  strategy  is. 


It's  an  investment 
record  like  this 
that  has  enabled 
us  to  grow  assets 
under  management 
from  $8  million  to 
$40  billion  in  the 
last  21  years. 

To  obtain  more 
information  on 
Private  Client 
Services  for  indi- 
viduals, family 
trusts,  foundations 
and  other  eleemosy- 
nary  institutions 
with  assets  of  $5 
r  million  or  more, 


please  contact  Jeffrey  V.  Peterson, 
at  (213) 244-0500. 


TCW 


Trust  Company  of  the  West 


A  MEMBER  OF  THE  TCW  GROUP  OF  COMPANIES 


LOS  ANGELES       (213)  244-0000       NEW  YORK       (212)  297-4000 


The  last  time  you  enjoyed  so  much  luxury 
and  performance  under  one  roof,  you  were 
looking  through  opera  glasses. 


The  Infiniti  J30. 


Call  1-800-826-6500  tale  am  more  about  Infiniti  or  to  arrange  a  Guest  Drive. 

©  1QQ3  Infiniti  Division  of  Nissan  Motor  Corporation  U.S.A.  Bosc  is  a  registered  trademark  of  Bose  Corporation. 


From  ballet  to  opera,  some  of  the  grea  test 
athletic  performances  on  earth  actually  take 
place  in  a  theatre.  Proof  that  power  and  agility 
can  share  the  stage  with  beauty  and  grace.  Such 
is  the  Infiniti  J 3(7:  Advanced  engineering  in  a 
timeless  design  so  beautiful,  it  belies  its  stun- 
ning performance. 

Nestle  into  the  J's  cockpit,  and  you're  sur- 
rounded by  appointments  from  hand-selected 
leather  and  walnut  to  an  in-dash  CD  player 
linked  to  a  Bose  sound  system.  Turn  the  key, 
however,  and  the  210-horsepower  engine  lets 
you  know  it  is  prepared  to  put  on  a  show. 

From  inside,  patented  suspension  tech- 
nology and  race-bred  components  give  you  a 
feeling  of  control  and  exhilaration.  From  out- 
side, viewers  are  aware  only  of  an  alluring  form 
that  seems  to  effortlessly  flow  along  the  asphalt. 

Like  opera  or  ballet,  it's  hard  to  appreciate 

or  a  live  performance  or,  as  we  call  it,  a  Guest 
Drive,  if  all  the  world  is  indeed  a  stage,  you 
deserve  the  best  seats  you  can  get. 

Its  everything  that's  possi 
INFINITL 
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Why  Sony  is  ahead 

Seth  Lubove  and  Neil  Weinberg  collaborated  to  produce 
cover  story  on  Sony  Corp.,  each  coming  at  it  from  a  slightly  diffc 
point  of  view.  Weinberg,  33,  spent  seven  years  in  Japan  wher 
became  fluent  in  the  language.  Lubove,  32,  claims  to  know 
about  Japan  but  quite  a  bit  about  big  corporations  and  their  v 
Says  Weinberg:  "I  was  struck  by  how  un- Japanese  Sony's 
operations  are,  and  I  know  that  this  adaptability  accounts  for  a  g 
part  of  their  success  here.  As  we  visited  Sony's  U.S.  operations 
had  to  keep  reminding  ourselves  this  was  a  Japanese  compam 
Terre  Haute,  where  Sony  is  producing  nearly  half  the  world's 
ROM  disks,  there  are  three  Japanese,  all  engineers."  Lubove 
Weinberg  conclude  that  Sony  has  a  big  head  start  in  the  new  e 
interactive  and  multimedia  entertainment.  Story  starts  on  page 


Follow  the  green 


Randall  Lane 


Randall  Lane  is  a  sports  fan,  but  when  he  was 
assigned  to  supervise  this  year's  list  of  the 
highest  paid  athletes,  he  forgot  about  the  glam- 
our and  got  down  to  numbers.  "Behind  it  all," 
he  says, "are  lawyers  and  agents  concerned  with 
marketing  an  image  and  extracting  top  dollar 
from  it."  Lane,  25,  says  much  of  what  you  read 
and  hear  about  athletes'  earnings  is  hype,  the 
announced  numbers  often  front-loaded  or 
back- loaded  and  accepted  uncritically  by  the 
media.  Our  figures  are  based  on  extensive 
interviews.  "Warren  Midgett  and  I  talked  with  ^^^M 
dozens  of  agents,  celebrity  brokers,  team  offi- 
cials and  league  executives,"  Lane  reports.  "Many  tried  to  spi 
one  way  or  another,  but  when  balanced,  I  think  we  have  a  pi 
good  feel  for  the  money  flow  among  top  athletes."  Lane's  piec 
the  selling  of  Shaq  O'Neal  (p.  86)  is  an  eye-opener.  Celel 
marketers  have  learned  something  from  the  old-time  meatpack 

Don't  be  a  sucker 

Poor  Christie  Brown.  Since  her  cover  story  on  collectibles  ( Dt 
hit  the  mail,  her  telephone  has  rung  so  ceaselessly  she's  resorted 
recorded  message  telling  callers  to  write.  One  of  the  most  comi 
questions  readers  want  to  put  goes  like  this:  "I've  got  these  fabu 
Hawaiian  shirts  [comic  books,  baseball  cards,  old  chamberpots] 
I'd  like  to  cash  in.  What  do  I  do?" 

Brown's  advice:  "To  avoid  being  taken,  make  a  project  out  < 
Educate  yourself.  Get  a  good  book  on  your  field  or  one  of  the  get 
price  guides  like  Korels'  Antiques  &  Collectibles  Price  List  or 
Official  Price  Guide  to  Antiques  and  Collectiblesby  David  Lindq 
Pick  up  an  art  trade  paper:  Antiques  and  the  Arts  Weekly  and  M 
Antique  Digest  are  two  of  the  best  for  their  want  lists  and  sell 
from  collectors  and  dealers.  Take  your  stuff  to  shows  and  I 
Compare  prices,  meet  collectors,  find  out  about  clubs  and  new 
ters.  Contact  the  auction  houses — Sotheby's,  Christie's  or  any  o 
big  regional  houses.  Above  all,  don't  take  the  first  offer  you  get 
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Men's  Fragrance  by  Ralph  Lauren 


©1993  Lexus.  A  Division  Of  Toyota  Motor  Saks,  U.S.A.,  Inc.  Lexus  remind. 


TheDri 


wers 


s  Seat 


Most  luxury  cars  give  the  driver  a  driver's  seat.  It  even  offers  adjustable  lum- 
sophisticated  seat  that  adjusts  to        bar  support,  just  like  the  drivers  seat. 


the  body  for  maximum  com- 


fort and  support.  Passenger 


comfort,  however,  tends  to 


take  a  back  seat. 


Not  so  in  the  Lexus  LS400. 


Its  front  passengers  seat  is  built 


In  fact,  the  front  passengers  seat 


of  the  LS400  is  -  you  guessed  it 


Fjfl       -  just  like  the  driver's  seat. 


Except  that  its  on  the 


right-hand  side  of  the  car. 


To  accommodate  your  friends  more, 


around  the  form  of  the  human  body,  just        you'd  have  to  give  them  the  wheel.  But  you 


like  the  driver's  seat.  It  has  five  motors  to        don't  want  them  to  have  all  the  fun,  do  you? 


adjust  ten  different  ways,  just  like  the 


LEXUS 

The  Relentless  Pursuit  Of  Perfection. 


■d  lam.  fur  nmrr  information,  rail  H00-872  r>:i9H  (800-USAI.fXUS). 
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Grappling  with  the  law 

I'm  a  man  running  wild,  heading  for 
the  top/Never  slowing  down,  never  go- 
ing to  stop/ Along  the  way  you  're going 
.  to  see  a  lot  of  men  drop.  That's  from  a 
song  sung  and  recorded  by  Vince 
McMahon  Jr.,  owner  of  the  World 
Wrestling  Federation,  describing 
what  drove  him  to  transform  profes- 
sional wrestling  from  a  modest  family 
business  into  an  international  market- 
ing phenomenon  (Oct.  17,  1988). 

But  now  it's  McMahon,  47,  who  is 
riding  for  a  fall.  On  Nov.  18  the  U.S. 
Attorney  in  Brooklyn,  N.Y.  charged 
the  promoter  and  his  TitanSports, 
Inc.  with  conspiring  to  provide  wwf 
wrestlers  with  anabolic  steroids  be- 
tween 1985  and  1991  "to  enhance 
their  size  and  musculature."  McMa- 
hon, who  is  also  charged  with  posses- 
sion and  intent  to  distribute,  allegedly 
used  Titan  funds  to  buy  the  drugs.  He 
faces  up  to  five  years  in  prison  if 
convicted  of  conspiracy,  and  up  to 
three  years  if  convicted  of  possession. 

The  indictment  names  Dr.  George 
Zahorian  III  as  an  unindicted  co- 
conspirator. Zahorian  was  convicted 
in  1991  of  distributing  steroids.  At 
trial,  he  testified  that  he  sold  steroids 


TitanSports'  Vince  McMahon  with  wrestler 


Denies  illegal  steroid  use. 


to  McMahon  and  wrestlers  including 
then  WWF  superstar  Hulk  Hogan. 

Hogan  subsequently  left  pro  wres- 
tling— accelerating  a  downward  spiral 
in  ww  f  business  that  was  already  well 
under  way.  This  year  some  1 .4  million 
customers  will  pay  to  see  live  wwf 
events  in  North  America.  That's 
down  from  a  peak  of  4.3  million  in 
1988,  figures  Dave  Meltzer,  publish- 


er of  Wrestling  Observer  Newslette 
Earlier  this  year  Hogan,  weigh 
around  260  pounds — versus  perl 
315  pounds  earlier  in  his  care< 
attempted  a  comeback,  then  pu 
out.  Now  he's  rumored  to  be  a  § 
eminent  witness  against  McMahc 
In  a  statement,  McMahon  ad] 
ted  using  steroids  "four  or  five  y 
ago,"  before  possession  of  the  di 
for  personal  use  was  outlawed. 

"[The  prosecutors]  claim  th; 
shared  some  of  those  steroids  wi 
friend,  and  that  somehow  made  r 
dealer." 

Big-store  bonanza 

Foryears  Lowe's  Cos.  was  the  un 
puted  leader  of  home  fix- up 
building  supply  retailers.  But  in  1 
Home  Depot,  Inc.,  which  focusec 
amateur  fixer-uppers,  surpa 
Lowe's  in  sales;  by  the  end  of  1 
the  upstart's  market  value  was  n 
than  quadruple  that  of  Lowe's, 
problem:  Lowe's  was  trying  to  » 
two  distinct  customer  bases — pre 
sional  builders  and  do-it-y< 
sellers — at  a  time  when  the  ho 
building  business  was  in  a  slump,  I 
its  stores  were  too  small,  averaj 
less  than  one-quarter  the  size 
Home  Depot's  (Jan.  21,  1991). 

Talk  about  a  turnaround.  Loi 
stock  recently  traded  at  52,  up  frc 
split-adjusted  12  when  our  story 
In  the  nine  months  ended  Oct. 
Lowe's  earned  SI 06  million  on  s 
of  $3.4  billion— up  46%  and  1 
respectively,  from  a  year  ago. 

Fueling  the  rebound:  a  new 
phasis  on  large  stores  designee 
appeal  to  do-it-yourselfers.  S: 
1989  Lowe's  has  built  136  stores  > 
a  minimum  of  45,000  square  1 
Larger  stores  now  account  for  56' 
operating  profits,  versus  15%  tl 
years  ago.  Over  the  next  five  I 
Lowe's  will  open  50  to  60  new  sti 
annually  (minimum  size:  85, 
square  feet). 

Lowe's  Chairman  Robert  Str 
land  estimates  that  by  the  year  2' 
there  will  be  roughly  2,000  home 
up  superstores  in  the  U.S.,  run  by  I 
or  five  chains.  These  stores  she 
generate  annual  sales  of  S80  billio 
still  less  than  half  of  the  projected 
of  the  total  home  fix-up  market. 

Strickland  seriously  doubts  that 
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From  her  days 
as  an  amateur 
representing  the  U.S. 
in  the  Curtis  Cup 
and  throughout  her 
remarkable  professional 
career,  Patty  Sheehan 
has  made  a  highly 
individual  mark  on 
golf.  A  warm,  witty, 
generous  competitor, 
{respected  by  her 
peers  as  much  for  her 
jsportsmanship  and 
charitable  work  as 
[for  her  distinctive 
free -flowing  swing, 
Patty  has  stood  up 
:o  the  rigors  of  an 
pften  tortuous  game 
with  a  special  grace. 

"All  sports  are 
demanding,"  says  Sheehan, 
• '  but  none  plays  havoc 
with  your  heart  and 


"A  golf  swing  is 
more  than  just  a  way 
of  advancing  the  ball 
It's  a  signature," 

Patty  Sheehan 


mind  like  the 
game  of  golf."  At 
Oakmont,  Patty 
courageously  erased 
the  ghosts  of  three 
near  misses  to  take 
her  first  U.S.  Open 
title.  It  was  a  victory 
that  helped  propel 
her  to  the  thirty  tour 
wins  she  needed  to 
earn  a  place  in  the 
LPGA  Hall  of  Fame. 

In  a  sport  with 
many  winners  but  few 
champions  like  this 
LPGA  Rolex  Player 
of  the  Year,  Patty 
Sheehan  has  truly 
distinguished  herself. 
Not  surprisingly,  she's  chosen 
a  timepiece  as  renowned 
as  she  is  for 
withstanding 

ROLEX 


trying  conditions. 


Rolex  Oyster  Perpetual  l.ady  Datejust  Chronometer  with  lSkt  white  gold  case  and  Tridor  President  bracelet. 
Write  for  brochure  Rolex  Watch  USA.,  Inc.,  Dept.  181  ,  Rolex  Building.  665  Fifth  Avenue,  New  York,  NY  10022  5383 
Rolex,  #,  Oyster  Perpetual,  Lady  Datejust.  Tridor  and  I'resident  are  trademarks 


Our  debit 

program  considers 

everything. 

On-line.  Off-line. 
Even  bottom  line. 


You  may  find  it  heartening  that  a  program  achieving  such 


worldwide  acceptance  hasn't  forgotten  about  the  fundamentals  of 


profit.  From  the  very  outset,  Maestro*  from  MasterCard*  keeps  your 
operating  costs  low:  the  way  to  get  into  the 


program  is  with  the  networks  and  systems 


you're  already  using.  And  because  we  don't 


burden  you  with  extensive  fees,  you  can  keep  your  costs  low  as  you 


grow  with  the  program.  Call  us  at  (212)649-5099  and  we'll  provide 


more  information  about  the  $32~billion  enterprise  known  as  debit. 


Not  to  mention  an  exceedingly  lucrative  way  to  enter  it.  Maestro 


from  MasterCard.  It's  more  than  a  cash  card.  It's  smart  money!" 


Although  the  McCooey  brothers  and  their  sister 
have  always  been  reminded  of  their  striking  similarities, 
it  is  their  differences  they  have  always  insisted  on. 

it  is  no  wonder  then,  that  each  owns 
a  different  waterman  pen.  for  while  style  is  key, 
individuality  is  still  everything. 


WATERMAN  €>i 

There  are  over  100  styles  and  finishes  to  choose  from,  each  with  a  lifetime  guarantee. 


superstore  operator  can  achieve 
sistent  profits  along  the  way.  But 
Lowe's,  he  vows,  "it's  going  to  be 
attractive  seven  years." 

no  more 

ung  in  on  Wall  Street's  love  of 
-center  concept,  Sid  and  Jen- 
traig  took  their  Jenny  Craig  chain 
lie  in  October  1991,  at  $21  a 
The  Craigs  netted  $35  mil- 
-on  top  of  $108  million  they'd 
up  in  an  earlier  recapitaliza- 
I.  They  w  ere  left  with  a  59%  stake, 
larly  1992  Jenny  Craig's  stock  hit 
),  valuing  the  company  at  $930 
Ion.  Chief  Executive  Sid  Craig 
[cted  to  grow  revenues  15%  to 
a  year,  mainly  by  adding  new 
lers.    But    Forbes    figured  it 


r/i 


tint-loss  moguls  Sid  and  Jenny  Craig 
\\i  diet  centers  just  a  fad? 


lldn't  be  easy.  Dieting  techniques 
|[  a  way  of  going  out  of  fashion, 

ithe  number  of  dieters  was  leveling 
WFcb.  17,1992). 

Hot  a  bad  call.  Fierce  competition 
ng  diet  centers  has  led  to  price 
jing  amid  bad  publicity  about  the 
|ers'  weight-loss  methods  and 
ins.  In  the  first  nine  months  of  the 
It  Jenny  Craig's  earnings  dropped 
J,  to  $28  million,  while  average 
Imues  at  company-owned  centers 
fl4%.  Recent  market  value  of  Jen- 
Btraig:  around  $305  million, 
jonethcless  sanguine,  the  Craigs 

I  opened  89  new  centers  in  the  last 

II  in  the  U.S.  and  bought  back  41 
l|:hise -owned  centers. 

Jut  with  Jenny  Craig's  stock  re- 
Mly  at  11%,  an  alltime  low,  Wall 
Nwt  is  doubtful  that  diet  centers  will 
win  the  popularity  they  enjoyed  in 
l|1980s.         -Frank  Woi  ,fe  hh 
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Now  is  the  Time  to  Explore 
Tax-Free  "fields 

It's  no  secret  -  Americans  are  facing  rising  federal  taxes.  By  investing 
in  the  Franklin  High  Yield  Tax-Free  Income  Fund,  you  can  lessen  the 
effects  of  taxes  on  your  investment  income.  This  Franklin  fund  offers: 

•  High  Current  Tax-Free  Income.  Earnings  are  exempt  from 
federal  income  tax.  Reinvest  your  income  dividends,  and  tax- 
free  compounding  can  add  even  more  to  your  return.1 

•  National  Diversification.  The  fund  invests  primarily  in  a 
nationally  diversified  portfolio  of  high  yielding,  lower-  and  non- 
rated  municipal  securities  in  an  effort  to  maximize  your  yield. 

•  Professional  Management.  The  fund's  managers  monitor  the 
portfolio  daily  to  take  advantage  of  current  market  opportuni- 
ties, conditions  and  trends. 

Call  your  investment  advisor  or  Franklin  today. 

1-800-342-FUND  Ext.  146 

f  The  fund's  dividends  are  subject  to  most  state  and  local  taxes.  Investors  subject  to  federal  or 
state  alternative  minimum  tax  may  find  a  small  portion  of  their  income  distributions  subject  to 
such  tax.  Capital  gains  and  ordinary  income  distributions,  if  any,  are  generally  taxable. 


Franklin/Templeton  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Yes!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  High  Yield  Tax-Free  Income  Fund,  including  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 

□  lam  currently  a  Franklin  shareholder. 

Name  


FOB93 
146 


Address  

City  

State/Zip  

Daytime  Phone 


A  Proud  Member  of  the  $107  Billion  Franklin/Templeton  Group 


F  R  A\  Nj  K  1 1  Nj 


1-800-888-9896 


Call  FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or  Order  A  New  Subscription 
(Allow  4-6  weeks  for  Address  Change.  Please  quote  subscriber  number  on  address  label  of 
magazine.)  Or  mail  this  coupon  with  current  address  label. 


Name 


New  Address 


City 


State 


.  Zip 


Forbes 

P.O.  Box  1 0048 

Des  Moines,  IA  50340  0048 


NEW  SUBSCRIPTION 
□  1  Year  (27  issues|  $54 
In  Canada,  1  year  $95  Can. 
International,  add  $71  to  U.S.  annual  rate 


□  3  Years  (81  issues!  $108 
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Saddam  Hussein 

Making  Swiss  cheese  of  sanctions. 

Saddam's  golden  touch 

Despite  economic  sanctions  meant 
to  oust  Iraq  dictator  Saddam  Hus- 
sein, there's  still  food  in  the  shops  and 
sufficient  foreign  exchange  to  keep 
the  economy  grinding  along. 

Some  top  gold  traders  in  Zurich 
think  they  know  how  Saddam  is 
squaring  this  circle.  According  to  the 
traders,  earlier  this  year  Saddam  sent 
trucks  loaded  with  112  tons  of  gold 
bullion — including,  it  seems,  some  of 
the  gold  stolen  from  the  Kuwaiti  Na- 
tional Bank  during  the  Gulf  war — to 
Jordan's  capital,  Amman.  From  there, 
the  gold  was  flown  to  Zurich,  where  it 
was  sold  to  a  top  Swiss  bank. 

Switzerland,  as  a  country,  supports 
the  United  Nations  sanctions.  But  the 
traders  say  Saddam's  agents  coaxed 
the  bank  to  bust  the  sanctions  by 
pricing  the  gold  at  $50  an  ounce 
below  the  market  price.  The  bank,  the 
story  goes,  then  quickly  sold  the  gold 
at  the  market  price  to  the  Swiss  Na- 
tional Bank. 

U.S.  government  sanctions  moni- 
tors confirm  they've  heard  such  a  deal 
might  have  gone  down.  If  it  turns  out 
to  be  correct,  then  Saddam  gained 
around  $1.1  billion  in  cash  to  extend 
his  reign,  while  the  Swiss  bank  earned 
a  risk-free  $180  million  for  a  few 
minutes'  work.      -PETER  FUHRAIAN 


Leslie  Wexner's 
classical  act 

FIVE  OUT  OFTEN  of  the  classical  music 
albums  that  have  ever  gone  platinum 
(meaning  sold  a  million  or  more)  are 
sold  by  Victoria's  Secret,  the  sexy 
lingerie  chain  owned  by  the  Limited. 
Victoria's  Secret,  which  buys  prepro- 
grammed "foreground"  music  for  its 
stores  from  Seattle-based  aei  Music 
Network  Inc.  (Forbes,  Sept.  20, 
1989),  discovered  that  classical  music 
helps  sell  lingerie. 

About  five  years  ago  Victoria's  Se- 
cret's customers  began  asking  if  they 
could  buy  recordings  of  what  they 
heard  in  the  shops.  Ever  alert  to  an 
incremental  sale,  Victoria's  Secret 
produced  its  first  album,  Classics  by 
Request,  which  includes  selections  by 
Handel  and  Liszt.  Since  then  there 
have  been  four  more  such  albums. 
The  albums  are  sold  in  Victoria's  Se- 
cret's 580  stores  and  through  its  cata- 
logs. With  relatively  small  royalty 
costs  for  classical  music  (most  is  in  the 
public  domain  and  therefore  free), 
the  albums — $10  for  a  CD  and  $5  for  a 
cassette — are  extremely  profitable. 

Latest  move:  This  tall  Victoria's 


Victoria's  Secret  recordings 
Frillies,  Mozart  or  Liszt,  madam? 


Secret  packaged  the  five  albums  as  a 
boxed  set.  Included  on  Volume  4: 
Mozart's  "Piano  Concerto  No.  21," 
a  favorite  of  classical  music  buff  Leslie 
Wexner,  the  Limited's  chairman. 

-Amy  Feldman 


Beer  blasting 


Boston  Beer  Co.,  which  makes  Sam- 
uel Adams  Boston  Lager,  has  been 
airing  ads  on  radio  stations  around  the 
country  boasting  that  nationally  dis- 
tributed Samuel  Adams  "has  been 
voted  the  best  beer  in  America  four 


years  running."  Not  true, 
complained  more  than  60 
rival  microbrewers  in  a  re- 
cent petition.  Samuel  Ad- 
ams did  win  the  consumer 
preference  poll  at  the 
Great  American  Beer  Fes- 
tival in  1985,  1986,  1987 
and  1989— that's  hardly 
shabby.  But  the  competi- 
tors snipe  that  it's  not  four 
years  in  a  row,  nor  are  the 
victories  recent  ones.  "To 
99%  of  the  people  out 
there,  'running'  means 
the  last  four  years,"  fumes 
Steve  Dinehart,  president 
of  Chicago  Brewing  Co., 
which  makes  rival  beer 
Legacy  Lager. 

Chicago  Brewing  is  running  a 
mocking  Sam  Adams'  claim  to  be 
beer.  The  ad  likens  it  to  "the  Be 
Celtics  claiming  they're  the  v 
champions." 

-James  M.  C 

Life  after  takeover 

William  G.  (Jerry)  Pryor,  54, 1 
lengthy  takeover  battle  last  year  X, 
$3.8  billion  (sales)  Crown  Con 
Seal  Co.  acquired  Van  Dorn  Co. 
$313  million  (sales)  container  it 
he  ran.  Crown  Cork  got  Van  Do 
April  for  $175  million. 

Not     surprisingly,  Pryor 
dumped  as  chief  executive.  But  1 
the  smile  on  his  face  in  an  advei 
ment  that  recently  ran  in  the 
Street  Journal,  he  appears  to 
landed  on  his  feet.  "My  name  is  J 
My  company's  name   is  Mar 
mann,"  reads  the  ad. 

Pryor  now  runs  his  former  cor 
ny's  $95  million  (sales)  injci 
molding  machinery  business,  w 
Crown  Cork  sold  to  Germ; 
Mannesmann  Demag  AG.  The  ; 
part  of  a  campaign  by  Mannesn 
featuring  its  U.S.  executives. 

-Alexandra  Ai 


Climbing  the  wall 
for  donations 

Leadership  courses.  Ous 
Bound  for  executives.  Now  it's  I 
camp  for  fundraisers.  The  Colum 
Ohio-based  Suddcs  Group,  w 
manages  capital  campaigns  for  cli 


20 
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ging  from  chambers  of  commerce 
Catholic  dioceses,  just  ran  its  first 
ee-day  session  at  the  firm's  100- 
z  farm  in  Dublin,  Ohio, 
homas  Suddes,  44,  a  former  di- 
or  of  development  at  Notre  Dame 
versity   who   still    coaches  the 
ol's  boxing  team,  runs  the  pro- 
It  includes  hikes,  drills  on  how 
sk  for  money  and  physical  chai- 
ns, including  climbing  a  40-foot 
1.  What  does  wall  climbing  have  to 
ith  fundraising?  "I  don't  pretend 
/ill  help  you  go  out  and  raise  $1 
ion   tomorrow,"   says  Suddes. 
t  it  may  help  you  get  over  the  fear 
;etting  out  of  the  office  to  make 
onal  calls."  The  cost  is  $695  per 
ticipant.  Suddes  plans  to  offer  one 
>t  camp  a  month. 


jmebody 

tfN  Madden,  the  former  Oakland 
ders  coach  who's  now  a  pro  foot- 
commentator  for  cbs  Sports,  is 
bndary  for  his  fear  of  flying.  Mad- 
i,  56,  goes  to  the  games  he  covers 
a  specially  equipped  Greyhound 
i   dubbed  the  Madden  Cruiser. 
1 1  >Jow  Madden  can  stick  close  to  his 
(i  ne  near  San  Francisco  when  he 
o  tes  his  TV  commercials  for  diet 
pi  ce,  Ace  Hardware  stores  and  Flor- 
id im  shoes.  He  recently  completed 
nbo  Studios,  a  $750,000  produc- 
l  facility  just  5  miles  from  his 
ne.  Besides  filming  commercials, 
dden  also  uses  Jumbo  to  record  his 
t  syndicated  radio  talk  shows. 
Jumbo  was  built  for  convenience, 
profit,"  Madden  says.  But  to  de- 
the  cost,  he's  been  trying  to  find 
er  advertisers  to  use  the  studio. 

-Gram  Gemoets  hi 


pokesman  John  Madden 

hing  Jumbo  Studios  to  all  comers. 
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Raise 
your  standard 
of  giving. 


JOY 

DE  ' 

JEANPAT0U 


Neiman  Marcus 

Also  available  in  Eau  de  Parfum  and  Eau  de  Toilette. 


LEAVING  YOUR  JOB? 

DON'T  LEAVE  207.  OF  YOUR 
RETIREMENT  MONEY  BEHIND 


Free  T.  Howe  Price  kit  helps  you  protect  your  retirement 

If  you're  leaving  your  job,  choosing  what  to  do  with 
your  retirement  plan  payout  may  be  one  of  the  most 
important  decisions  you'll  make.  And  a  current  tax 
law  makes  your  choices  more  complicated — and 
more  important— than  ever.  Depending  on  your 
decision,  the  IRS  could  withhold  20%  of  your  retire- 
ment money. 

We  help  you  know  all  your  options.  Our  up-to-date  kit  can 
understand  all  your  options.  In  plain,  straightforward  language 
you  the  accurate,  detailed  facts  you  need  to  decide  what's  best 

Call  for  more  information  and  a  free  kit 
1-800-541-5862 


savings. 


help  you 
,  we  give 
for  you. 


Invest  With  Confidence 

T.RoweFHce 


■8L 


IRAR020450 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


^  ml 
Growth 
Fund 


Elizabeth  R.  Bramwell,  CFA 
President  &  Chief  Investment  Officer 
A  diversified  no-load  mutual  fund  seeking  capital 
growth  by  an  eclectic  earnings-driven  approach. 


Average  Annual  Returns  Through  9/30/93(a) 


One  Year  +17.7% 
Five  Year  +16.5% 
Life  of  Fund*  +17.0% 

'From  inception  April  10, 1987 


$1,000  Minimum  Initial  Investment 

-Ask  about  our  moolhly  automatic  investment  plan- 


IRAs 

Available 


For  a  prospectus,  please  call- 

1-800-GABELLI 

1-800-422-3554 
Gabelli  &  Company,  Inc. 

One  Corporate  Center*  Rye,  NY  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price, 
reinvested  dividends  and  capital  gains  are  net  of  expenses. 
Investment  results  and  the  principal  value  of  an  investment  will 
vary.  The  past  perlormance  noted  above  does  not  guarantee 
future  results.  When  shares  are  redeemed,  they  may  be  worth 
more  or  less  than  their  original  cost.  The  prospectus  contains 
more  complete  information,  including  fees  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money. 


THE  MUHLENKAMP  FUND 


INVESTING 

FOR  TOTAL 
RETURN 


Ron  Muhlenkamp 


Average  Annual  Returns 
Through  8/31/93 


ONE  YEAR  +28.3% 


TWO  YEAR  +21.5% 


THREE  YEAR  +24.3% 


•  100%  No  Load  •  IRA's  Available 
•  $200  min.  investment 

Call  1-800-860-3863 

for  a  free  prospectus 
and  more  information. 

Muhlenkamp  &  Company,  Inc. 

12300  Perry  Highway  •  Wexford,  PA  15090 

Please  read  the  prospectus  carefully  before  you 
invest.  This  offer  is  made  to  persons  residing 
in  jurisdictions  where  such  offer  can  legally 
be  made.  Past  performance  does  not  guarantee 
future  results.  Fund  shares  when  redeemed 
may  be  worth  more  or  less  than  original  cost. 


Help  or  hindrance? 

Sir:  Re  "Food  and  drugs  and  poli- 
tics" and  "Just  call  me  'Doc'  "  (Nov. 
22).  Your  articles  on  the  PDA  and  its 
Commissioner,  David  Kessler,  identi- 
fied areas  in  the  agency  that  need 
improvement,  but  absolutely  missed 
the  real  progress  that  has  resulted 
from  Dr.  Kessler's  leadership.  This  is 
particularly  true  relative  to  products 
developed  by  the  biotech  industry. 
-G.  Kirk  Raab 
President  &  Chief  Executive 
Genentech,  Inc. 
South  San  Francisco,  Calif. 


Food& 
Drug 
Adminis- 
tration 
head, 
Dr.  David 
Kessler 


Sir:  The  twin  assaults  by  Dr.  Kessler 
and  Representative  John  Dingell 
(D-Mich.)  on  [the  medical  device 
industry]  saw  FDA  approvals  of  the 
most  sophisticated  medical  devices  go 
from  56  in  federal  fiscal  year  1989  to 
12  in  1992.  Incredibly,  in  August 
1992,  after  browbeating  and  interro- 
gating the  FDA  over  its  medical  device 
operations  for  three  years,  Mr.  Din- 
gell penned  a  "Dingellgram"  to  Dr. 
Kessler  complaining  about  the  slow- 
down in  medical  device  approvals. 
Miraculously,  Dr.  Kessler's  "respon- 
sive'1 FDA  approved  24  such  devices 
during  the  federal  fiscal  year  ending 
Sept.  30,  1993.  Is  this  the  work  of  an 
FDA  Commissioner  being  responsive 
to  constructive  congressional  over- 
sight? Or  is  it  the  response  of  a  head- 
line-hungry, sycophantic,  ambitious 
public  servant  picking  up  the  scent  of 
a  new  congressional  direction? 

This  delay  in  approvals  has  had  a 
dramatic  effect  on  the  investment  cli- 
mate for  medical  device  startup  com- 
panies. Virtually  every  venture- 
backed  startup  of  which  I  am  aware 
has  instituted  a  "Europe"  strategy  to 
generate  clinical  data  and  commence 
commercialization  outside  the  U.S. 


while  the  FDA  decides  which  wai 
congressional  parade  is  going, 
new  cost-effective  and  lifesi 
products  are  in  jeopardy  as  Dr.  Kj 
and  his  colleagues  in  Congres 
their  handiwork. 

As  Edmund  Burke  was  purpi 
to  have  said  200  years  ago,  "The 
thing  necessary  for  the  triumph  c 
is  for  good  men  to  do  nothing.' 
-Howard  D.  Palefsky 
President  and  Chief  Executive 
Collagen  Corp. 
Palo  Alto,  Calif. 

Toilets  as  art 

Sir:  For  years,  architectural  elen 
have  been  considered  a  collectibl 
form,  not  merely  renovation  mai 
("A  gallery  of  gargoyles,"  Oct.  1 
hope  you  have  not  misled  readers 
thinking  most  architectural  de 
display  old  toilets,  sinks  and  bath 
next  to  significant  artifacts  desij 
by  architects  of  the  caliber  of  Lou 
Sullivan  and  Frank  Lloyd  Wright, 
only  toilet  I  would  display  next  tc 
of  the  artifacts  in  my  inventory  w 
have  to  be  a  Duchamp. 
-Stuart  E.  Grannen 
Architectural  Artifacts,  Inc. 
Chicago,  III. 

Doing  time 

Sir:  In  "Turning  back  the  clo< 
(Nov.  8)  Forbes  correctly  reports 
the  U.S.  medical  system  gets  pe 
out  of  the  hospital  faster  than  in  o 
countries.  In  a  recent  study  we 
formed  at  three  teaching  hospita 
the  U.S.,  Italy  and  Japan,  the  ave 
length  of  stay  for  patients  aged  4 
64  undergoing  an  open  cholecys 
tomy  for  stage  1 ,  uncomplicated, 
bladder  disease  was  4.4  days  in 
U.S.  hospital,  11.8  days  in  the  It£ 
and  27.7  days  in  the  Japanese. 

Some  of  this  difference  may  be 
to  greater  availability  of  technol 
and  the  more  resource-inten 
■structure  of  American  hospitals  as 
article  claims.  However,  differenci 
hospital  utilization  may  also  rei 
pressure  to  discharge  patients  e; 
In  a  recent  survey  by  Blendon 
colleagues  reported  in  the  New  1 
land  Journal  of  Medicine,  57%  ofl 
physicians  identified  limitations 
length  of  stay  as  a  serious  probler 
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ical  practice. 

le  assertion  that  the  Clinton 
*j  th  reform  proposal  would  lead  to 

;ascs  in  length  of"  hospital  stay  is 
^  ly  speculative  given  the  complex- 

>f  the  factors  affecting  length  of 
!?i  In  fact,  we're  more  concerned 
';'')  the  Clinton  plan  may  lead  to  even 

ter  financial  pressure  to  reduce 
f  t  th  of  stay  with  negative  impact  on 

sit  outcomes. 
'■  niel  Z.  Louis 

John  J.  Schrogie,  M.D. 
i  rson  Medical  College 

adelphia,  Pa. 

.  ve  and  kicking 

t!|  Re  "A  nervous  upturn'1  (Sept. 
"f  We  appreciate  the  reference  to 
'  4  trust  and  estates  department  as 
"fierable."  However,  we  want  to 
^fe  it  clear  that  we  have  absolutely 
•'■tntention  of  shutting  down  or  in 
•  I way  diminishing  this  highly  re- 
;  ed  practice.  It  will  remain  part  of 
•'<  backbone  of  our  firm. 
[,hncis  D.  Logan 
tier 

\  tank,  Tweed,  Hadlev  &  McCloy 
vTork,  NT. 

igh  choices 

I  Re  Fact  &  Comment  (Oct.  25). 
,|:h  of  the  money  spent  on  any 
ijuidual  is  spent  just  before  death  in 

wile  effort  to  prolong  life.  Until  we 
'•start  denying  coverage  for  proce- 
ss that  just  don't  work  or  won't 

■  e  a  difference,  health  care  costs 
^continue  to  spiral  out  of  control. 
iUE  D.  Ehri.ich 

mTork,  NT. 

iuo's  to  blame? 

!  Re  "'The  drunk  driver  and  the 
il'ur"  (Nov.  22).  Thank  you  for 
!  ng  light  on  the  professional  ser- 
i  .  liability  issues  thai  engineers  and 
Mitects  labor  under.  As  providers  of 
»ces,  we  are  all  too  often  expected 
j|  required  to  be  financially  liable 
pthers'  negligence,  product  de- 
I  ,  construction  errors  and  many 
ir  excuses  for  accountability. 

JpPHEN  L.  KeNNERI  V 

mdent 

\\ben  Kennerly,  Architects 
idclphia,  Pa. 
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REVERSO. 

Avant-garde  since  1931. 


The  legend 
lives  on  -  in  the 
Reverso  "Grande 
Taille". 

Our  master- 
watchmakers 
never  rest 
on  their  laurels. 
Neither  on  our 

160-YEAR 

tradition  of  mak- 
ing the  finest 
mechanical  move- 
ments, nor  on 
the  fame  of  the 
reverso  s  revers- 
ible case.  which 
has  now  been 
made  for  more 
than  60  years  in 
the  consistent 
purity  of  the  art 
Deco  style.  The 
larger reverso 
"Grande  Taille" 
already  possesses 
all  the  necessary 
qualities  to 
become  a  high- 
value  collectors 

WATCH. 


an  ingeniously 
simple  mechanism 
allows  the  case 
of  the  Reverso 
"Grande  Taille" 
to  be  turned  over 
and  reversed. 
When  engraved 
with  your  mono- 
GRAM, the  Reverso 

REVEALS  WITH 
EXQUISITE  STYLE 
THAT  IT  IS  THE  ONLY 
WATCH  WITH  TWO 
FACES. 


«Jaeger-leCoultrp» 


FOR  MORE  INFORMATION  ABOUT  WATCHES  FROM  JAECER-LECOULTRE.  OR  FOR  YOUR  FREE 
COPY  OF  OUR  COMPLETE  CATALOGUE.  CONTAINING  MORE  THAN  200  PAGES  WITH 
DETAILED  INFORMATION  ABOUT  JAEGER-LECOULTRES  HISTORY  AND  PRODUCTS.  CONTACT: 
JAEGER-LECOULTRE.  P.O.  BOX  I606.  WINCHESTER.  VA  22604.  TELEPHONE  (800)  JLOTlME 
DE  BOULLE.  5550  PRESTON  RD  ,  DALLAS.  TX  (214)  522-2400  •  BETTERIDGE  JEWELERS.  117  GREENWICH  AVE  , 
GREENWICH,  CT  (203)  869  01  24  •  MAYOR'S.  OMNI  MALL.  MIAMI.  FL  (305)  358-3800  •  TRADITIONAL  JEWELERS. 
FASHION  ISLAND,  NEWPORT  BEACH.  CA  (714)  721-9010  •  WEMPE  JEWELRY.  700  FIFTH  AVENUE.  NEW  YORK,  NY 
(2  I  2)  397-9000  •  PARIS  1925.  1954  UNION  ST..  SAN  FRANCISCO.  CA  (4  I  5)  567  1925  •  CARROLL  S  FINE  |EWELRY.  1427 
4TH.AVE  ,  SEATTLE,  WA  (206)622-9191  •  EDWARD  E.  AYRE.  1 050  CONNECTICUT  AVE  .  WASHINGTON,  D.C.  (202)628-3232 


|irst  Class 
just  gfot  easier  to  take. 


No  matter  wkere  you  sit  on  trie 
plane,  you  always  trave  1  first  clas 
with  Lark's®  new  Soft  Carry-On 
E-Z  Wheeler.®  Its  patented  pull- 
handle  makes  it  an  effortless  trip 
the  way  from  your  hedroom  to  tl 
overhead  kin.  And  its  smooth  ro 
wheels  make  it  tke  carry-on  you 
don't  have  to  carry.  For  more 
information  and  your  nearest  de 

call  1-800-421-LARK. 


Reserved  For  Those  Who  Have  Earned  Their  Stripes.1 
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;th  all  thy  getting  get  understanding' 


act  and  Comment 


Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


A  DEADLY  CRISIS  IS  BREWING 


ie  Korean  peninsula.  North  Korea  is  intent  on  devel- 
lg  a  nuclear  bomb.  No  blandishments  from  the  rest  of 
world — significant  aid,  trade  treaties,  nonaggression 
:s,  removal  of  the  U.S.'  tactical  nuclear  weapons  from 
th  Korea — have  deterred  Pyongyang  from  its  goal, 
laction  by  the  U.S.  would  give 
ae  regimes  like  those  of  Iran  and 
the  green  light  to  go  nuclear  with 
unity.  An  A-bomb-possessing  North 
ea  would  force  South  Korea,  Tai- 
,  Japan  and  other  Asian  states  to 
:lop  their  own  atomic  arsenals  in 
defense.  Proliferation  would  enor- 
lsly  increase  chances  of  a  regional 
lear  conflict. 

[either  North  Korean  dictator  Kim  II 
g  nor  his  heir  apparent,  psychopathic 
Kim  Jong  II,  is  a  rational  man.  Passiv- 
)r  bluster  with  no  follow- through — 

U.S.  has  been  guilty  of  this  with 
nia — may  well  tempt  North  Korea 

a  reckless  military  venture  against  the  South. 
!oth  South  Korea  and  Japan  are  in  whistling-past-the- 
'eyard  mode,  still  predicting  that  no  drastic  action  is 
lissary .  But  underneath,  both  are  extremely  fearful  of  the 


Kim  Jong  II:  Murderer,  torturer, 
womanizer.  And  soon  to  have  nukes 


What  to  do?  President  Clinton  must  publicly  state  at  a 
serious  foreign  policy  forum  that  the  U.S.  will  not  toler- 
ate North  Korea's  developing  its  own  atomic  bombs.  He 
could  back  that  tough  rhetoric  with  the  following  steps: 
■  Announce  that  scores  of  our  intercontinental  ballistic 
missiles  are  being  retargeted  to  the  North. 

■  Reintroduce  tactical  nuclear  weap- 
ons into  the  South. 

■  Continue  major  South  Korean- 
American  military  exercises. 

Other  steps:  Work  with  Japan  to  stop 
the  flow  of  remittances  (Pyongyang's 
major  source  of  hard  currency)  being 
sent  to  the  North  by  Koreans  in  Japan; 
announce  that  oil  tankers  from  Iran  will 
be  blocked;  declare  that  cruise  missile 
strikes  against  the  North's  nuclear  facili- 
ties cannot  be  ruled  out. 

Simultaneously,  through  back  chan- 
nels via  Beijing,  the  West  should  firmly 
state  that  if  the  North  drops  its  atomic 
ambitions  and  faithfully  adheres  to  the  Nuclear  Non- 
proliferation  Treaty,  juicy  economic  relations  will  be 
possible.  After  all,  communist  Vietnam  has  begun  eco- 
nomic liberalization  and  is  now  receiving  hundreds  of 


n  reaction  a  nuclear-armed  North  Korea  would  set  off.     millions  of  dollars  in  foreign  investment. 


TOXIC 

vrticularly  PERVERSE  NOTION  that  economic  growth 
id  for  bonds  is  damaging  the  values  of  fixed-income 
irities.  With  the  economy  expanding  (at  least  through 
fourth  quarter),  bond  prices  have  stumbled, 
he  idea  is  utter  hogwash.  Economic  expansion  can  go 
d-in-hand  with  low  interest  rates.  In  1981,  for  exam- 
20-year  Treasurys  were  paying  almost  16%.  By  the  eve 
ie  1990  recession — after  the  longest  peacetime  expan- 
in  history — those  same  securities  were  yielding  8.5%. 
et  many  economists  and  bond  traders  believe  there  is  a 
eoff  between  inflation  and  unemployment.  Their 
)iy :  Growth  increases  demand  for  credit;  ergo,  the  price 
•edit  goes  up.  Conversely,  a  slowdown  cuts  the  demand 
:redit;  therefore,  the  price  of  money  goes  down, 
'redit  demands  are  the  least  important  factor  deter- 
ing  the  level  of  interest  rates.  Monetary  policy, 
rowers'  creditworthiness  or  some  major  "exogenous" 


THEORY 

event  such  as  war  is  infinitely  more  important. 

With  monetary  stability,  a  national  government  should 
be  able  to  borrow  at  around  2%  to  2.5%.  Anything  above 
that  is  inflation  insurance. 

When  Britain  indexed  government  bonds  against  infla- 
tion 12  years  ago,  it  was  able  to  borrow  long-term  money 
at  a  real  rate  of  around  2.5%. 

When  the  value  of  money  is  stable — a  condition  we 
have  not  had  for  almost  40  years — the  price  of  credit  will 
vary  only  somewhat  with  demand.  Historically,  the  pa- 
rameters have  been  a  lot  lower  than  we  are  accustomed  to 
today.  In  the  frothy  1920s,  medium-credit  corporate 
bonds  might  have  reached  6%;  in  the  Forties  and  Fifties 
triple-A  credits  only  once  pierced  4%. 

If  financial  markets  could  ever  be  assured  that  the 
Federal  Reserve  would  not  enagage  in  inflationary  poli- 
cies, today's  long-term  interest  rates  would  quickly  fall  by 
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a  third,  even  if  the  economy  were  growing  three  times 
faster  than  it  did  in  the  third  quarter  of  this  year. 

Tax  cuts,  particularly  for  capital  gains,  combined  with 
Administration  assurances  that  fully  support  the  Fed's 


noninflationary  stance  would  give  President  Clin] 
politician's  ideal:  booming  economy,  booming  stoc| 
bond  markets,  plummeting  home  mortgage  rates,  sh 
ing  deficit.  And  a  world  eager  to  follow  our  examp 


THEY  DON'T  GET  IT 

Whatthi  GOOD  NEWS  is  bad  news  bond  bears  don't  ap-  the  paper  it  is  printed  on.  In  the  depressed,  inflatic 
predate  is  that  tough  times  undermine  the  balance  sheets  of  1 970s  the  actual  value  of  a  long-term  Treasury  bond  i: 
most  debtors.  Prosperity  increases  the  ability  of  borrowers  at  the  beginning  of  the  decade  had  shriveled  two-thir 
to  service  their  debts.  Moreover,  if  the  economy  is  not  the  end  of  the  decade.  Even  in  the  early  1930s,  long- 
producing  real  resources,  government  money  is  not  worth    Treasury  rates  went  down  hardly  at  all,  despite  deflati 


BIG  APPLE'S  1993  ALL-STAR  EATERIES 

This  year's  winners  come  from  the  digested  wisdom  of  brothers  Bob,  Kip 
and  Tim,  and  Wo  other  Forbks  gourmet  gurus,  Jeff  Cunningham  and  Tom  Jones. 


Aureole 

Bouley 

Chanterelle 

The  Four  Seasons 


La  Grenouille 
Le  Bernardin 
Le  Cirque 
Les  Celebrites 


Lutece 
March 

Parioli  Romanissimo 


Rarely  have  there  been  so  many  new  lights  in  the  Four 
Star  firmament.  Parioli  Romanissimo,  the  Big  Apple's 
best  Italian  eatery,  is  glamorously  expensive  and  worth 
it.  March  boasts  some  of  the  most  sublime  food  found 


anywhere.  Les  Celebrites  deserves  to  survive  the  A 
ministration's  assault  on  expense  accounts — food  ; 
ways  beautifully  presented  and  delicious.  Aureoh 
Salvador  Dah-esque  desserts  alone  make  it  a  standou 


Aquavit 
Arcadia 
Colors 

Edwardian  Room 

(at  The  Plaza) 
Harry  Cipriani 


II  Cantinori 
II  Mulino 
La  Caravelle 
La  Cote  Basque 
La  Reserve 
Le  Regence 


Lespinasse 

Montrachet 

Nippon 

Oceana 

Petrossian 

Primavera 


Restaurant  Daniel 

San  Domenico 

The  Sign  of  the  Dove 

Sparks  Steak  House 

"21"  Club 

Union  Square  Cafe 

Vong 


La  Cote  Basque,  last  year  a  Four  Star,  will  fade 
altogether  unless  it  pays  attention  to  service.  Colors  is 
a  very  tasty  version  of  what  Los  Angeles  food  should  be 
and  usually  isn't.  Harry  Cipriani  is  still  a  "happen- 
ing" place.  Union  Square  Cafe  continues  to  advance 
impressively.  Sparks  is  Manhattan's  best  steak  house. 
The  Sign  of  the  Dove's  food  has  become  a  match  for 


its  glittering  theatrics.  Aquavit  still  proves  there  a 
innumerable  ways  of  doing  herring  and  salmon.  U 
less  it  stumbles,  Lespinasse  is  well  on  its  way  to  Fo 
Stardom  in  '94.  Another  rapidly  rising  star  is  Restai 
rant  Daniel.  Edwardian  Room  food  is  now  as  spe 
tacular  as  the  setting.  La  Reserve  perennially  prepar 
a  lovelv  lunch. 


Special 


Al  Bustan  (superb  Middle  Eastern  food),  Banana 
Cafe  (mecca  for  models),  Cafe  Crocodile  (fantastic 
fare  in  funky  setting),  Cafe  Luxembourg  (mashed 
potatoes  alone  are  worth  a  trip),  Chin  Chin,  Goth- 
am Bar  &  Grill,  Hard  Rock  Cafe,  Jewel  of  In- 
dia, Le  Steak,  Lola  (festive,  surrealistic  experience), 
Luma  (vegetarian  heaven),  Mesa  Grill  (most  imagi- 
native Southwestern-inspired  food  in  town),  Morti- 
mer's, Oyster  Bar  at  Grand  Central,  Periyali, 


Peter  Luger  Steak  House  ("good  grub"  at  a  cor 
mon  table),  Planet  Hollywood,  The  Rainbo 
Room,  Rosa  Mexicano  (outstandingly  authent 
Mexican  food),  The  Royal  Canadian  Pancal 
House,  Second  Avenue  Kosher  Deli  (best  of  i 
kind ),  Serendipity  3,  Tribeca  Grill  ( excellent  eatin 
even  more  excellent  people-watching),  Turkij 
Kitchen  (makes  one  ready  to  sample  Turkey  itseli 
Zarela,  Zip  City  Brewing  Company. 
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Maybe  The  Best  Way  To  Handle  Risk 
Is  To  Avoid  It  Altogether. 


That's  why  Minolta  created  the  No-Risk  Guaran- 
se.  it  takes  you  out  of  harm's  way  by  letting  you 
decide  whether  you're  happy  with  the 
copier's  performance. 
Even  better,  it  covers  our  EP  9760  Pro  Series 
:opier,  which  was  recently  voted  first  overall  in 
Productivity  in  the  high-volume  class.* 

Here's  how  it  works:  If  you're  not  completely 
iatlsf led  with  our  copier  within  the  first  three  years  of 
ormal  operation,  we  will  replace  it  with  an  identical  or 
omparably  equipped  model,  free  of  charge.  In  other 

re  an  authorized  Minolta  copier  dealer  tor  complete  details. 


words,  it  works  or  it  walks.  An  award-winning  copier 
combined  with  an  iron-clad  guarantee?  The  only  risk 
involved  is  passing  this  opportunity  up. 

For  more  information,  call  1-800-9-MINOLTA. 

•Source:  Thomas  A  Mlnneila.  author  The  Copter 
Productivity  Primer 


NO-RISK  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


NOW  THE 
NORTHSTAR 
GUIDES  AN 
ENTIRELY 
NEW 

CLASS  OF 
AUTOMOTIVE 
T RAVEL . 

The  all-new  DeVille  Concours 
by  Cadillac  is  designed  to 
stand  the  test  of  time  while 
providing  unparalleled  comfort. 
With  a  V8  Northstar  System 
that  allows  you  to  travel 
100,000  miles  before  your  first 
scheduled  tune-up.  A  Road- 
Sensing  Suspension  that  reads 
the  road  one  inch  at  a  time  at 


100,000  miles-four  trips 
around  the  world -before  you/ 
first  scheduled  tune-up. 


Northstar  System:  32-Valve,  270-HP  VH  •  Roa 


60  miles  per  hour,  calibrated  for 
response  and  control.  An 
interior  that  accommodates  six 
passengers  in  an  oasis  of 
comfort  and  serenity.  Perforated 


leather  seating  areas.  H 
polished  Zebrano  wooc 
the  Airbank  System,  pr 
supplemental  protectio 
three  front-seat  passenj 


Cadi  l  l  a  c 
DeVille  Concours 

Creating  A  Higher  Standard 


Other  Comments 


Small  Talk 

Six  score  and  ten  years  ago,  Abraham 
Lincoln  first  recited  the  Gettysburg 
Address.  But  as  [the]  unruly  argu- 
ment between  Ross  Perot  and  Al  Gore 
demonstrated,  there's  reason  to  think 
that  oratory  of  [Lincoln's]  kind  has  all 
but  perished  from  the  earth.  "The 
problem  is  not  so  much  with  the  ora- 
tory as  with  the  orators,"  says  Ronald 
Reagan's  highly  regarded  speech  writ- 
er Peggy  Noonan.  "Lincoln  grew  up 
reading  the  Bible  and  Shakespeare 
and  thinking  inescapably  in  big 
themes.  Modern  politicians  have  to 
give  their  intellectual  energy  to  argu- 
ing about  the  arcana  of  Nafta.  If  that  is 
what  you  give  your  energy  to,  you  lose 
sightofthe  bigflow  and  the  bigriver." 
-Thom  Geier, 
U.S.News  &  World  Report 

Portrait  of  a  tcLeader" 

"We  know  Kim  II  Sung,"  says  one 
Seoul -based  North  Korea  analyst. 
"We  know  he's  not  crazy.  But  his  son 
is  something  else.  How  would  you 
feel  if  he  were  25  miles  up  the  road 
with  a  million  men  with  guns?" 

Kim  Jong  II  can  be  ruthless  in  his 
personal  life.  According  to  Katsumi 
Sato,  a  Japanese  Korea  watcher  and 
editor  of  Gendai  Korea  magazine, 
when  an  actress  rejected  Kim  Jong 


IPs  advances  he  accused  her  of  com- 
mitting an  antirevolutionary  act — 
then  rounded  up  the  nation's  most 
famous  actors  and  actresses  to  wit- 
ness her  execution. 
-Tom  Masland,  Newsweek 


He  who  cannot  give  anything 
away  cannot  feel  anything 
either. 

-Friedrich  Wilhelm  Nietzsche, 
in  The  Chambers  Book  of  Business 
Quotations,  by  Martin  H.  Manser 

Path  to  Peace 

Political  progress  alone  is  not 
enough  [to  ensure  peace].  Islamic 
fundamentalists  find  their  support 
among  the  poor — not  the  affluent. 
Poverty  and  the  radicalism  it  breeds 
are  the  greatest  enemies  of  peace. 

Multilateral  negotiations  are  ad- 
dressing the  potentials  for  regional 
cooperation  and  economic  growth. 
Five  groups  are  addressing  economic 
development,  water  resources,  envi- 
ronment, refugees,  arms  control  and 
security.  Israel  and  12  Arab  countries 
are  taking  part,  as  well  as  delegations 
from  the  EC,  Canada,  Japan,  China, 
the  U.S.,  Russia  and  the  U.N. 

In  an  age  of  weapons  of  mass  de- 


"Just  how  do  you  propose  to  pay  for  this  giveaway?" 


struction,  there  are  no  military 
tions  to  military  threats.  Only  po 
solutions  can  bring  security  and 
perity.  Shall  Israel  be  a  people  wh 
our  intellectual  power  and  crea 
to  shape  an  expanding  economy 
noble  society,  or  shall  we  be  a  pi 
who  erode  our  human  energi 
perpetual  conflict?  The  Arab 
confronts  the  same  choice. 
-Gad  Yaacobi,  Israeli  ambassad 
the  United  Nations 

If  You  Have  No  Shame 

[When  dining  alone],  pretend  y< 
a  food  critic.  Ask  questions  like, 
the  swordfish  line-caught  or 
pooned?  Discreetly  write  notes 
little  pad.  Talk  into  your  lapel.  C 
one  too  many  dishes  and  take  j 
bite.  Ask  them  to  decant  the  wine 
an  older  red.  The  management 
hedge  its  bets  and  treat  you  extra 
-John  Mariani,  Esquire 

Rx  for  Disaster 

The  Blackwell  Corp.  of  Arling 
Va.  offered  some  figures  of  its  ow 
average  waiting  times  for  treatr 
under  the  Canadian  health  sys 
Internal  medicine:  6.4  weeks.  Ne 
surgery:  9.0  weeks.  Urology: 
weeks.  Gynecology:  13.7  w< 
Plastic  surgery:  17.8  weeks.  Orth 
dies:  21.9  weeks.  So  take  two  as| 
and  call  me  in  23.9  weeks. 
-National  Review 

Holiday  Greed-ings 

To  the  editor:  Your  article  on  tip 
for  the  holidays  brought  back  me 
ties  of  my  own  experience  parking 
garage  where  names  of  customers 
how  much  they  tipped  were  pre 
nently  displayed.  About  a  month 
fore  Christmas,  I  received  a  card  ir 
.mail  wishing  me  a  merry  Christ] 
signed  "The  boys  at  the  Garage 
failed  to  reply  promptly.  A  week 
fore  Christmas,  I  received  ano 
card.  Below  the  handwritten  " 
boys  at  the  Garage"  were  the  rub 
stamped  words  "Second  Notice. 
-George  Levine,  letter  to  the 
New  York  Times 
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es,  There  Really  Is  A  Santa  Claus. 

All  it  takes  is  a  single  delectable  morsel  of  any  one  of  our  enchanting  holiday  indulgences 
to  restore  one's  faith  in  the  true  magic  of  Christmas.  Stop  in  or  call  1-800-643-1579. 


GODIVA 

Chocolatier 


V 


[ 


•  MORE  MISSION  FLEXIBILITY. 

Taking  off  from  a  high-altitude  airport  on 
a  hot  day,  the  Citation  VII  delivers  up  to 
87 percent  more  range  than  the  Citation  III. 
Takeoff s  and  landings  on  short  runways 
are  no  problem  for  the  VII,  either. 


n. 


MORE  STANDING  ROOM  &  MORE  AMEN 

No  other  midsize  business  jet  offers  more  stand-up  height  tha 
the  Citation  VII.  And  the  executive  cabin  stretches  IS  feet  in 
from  the  hardwood-trimmed  galley  to  the  spacious  lavatory 
compartment.  Every  detail  is  custom-tailored  to  your  specific 
Rich  leathers  and  burled  hardwood  veneers.  Options  like  vii 
monitors  and  CD  players.  You'll  even  determine  the  degree  c 
firmness  in  the  seats  and  backs  of  the  executive  reciiners. 


l.  HIGHER  PERFORMANCE. 

Routinely  cruisingat  up  to  548  mph,  the  Citation  VII  is  fash 
any  other  midsize  jet  in  the  sky.  It  climbs  direct  to  43,000 fet 
is  certified  up  to  51, 000 feet  -  nearly  a  mile  above  its  neares 
competitor.  And  the  VII  offers  up  to  2,600  miles  of  range  -  et 
to  make  practically  every  trip  non-stop. 


VII  ways  to  identify  the 
world's  best  midsize  jet. 

The  midsize  Citation  VII  isn't  just  a  step  up.  It's  a  leap  forward. 
More  powerful,  more  comfortable,  more  versatile,  more  reliable  and 
more  advanced  than  even  its  best-selling  predecessor,  the  Citation  III. 

The  Citation  VII  is  more  than  just  the  finest  midsize  business  jet 
Cessna  has  ever  built.  It's  the  finest  midsize  jet  anybody  has  ever  built. 
For  more  details,  call  Gary  W  Hay,  Senior  Vice  President  of  Marketing, 
at  1-800-4-CESSNA. 


T\T  MORE  ADVANCED 
IV.  TECHNOLOGY 

The  Citation  VII  flight  deck  is  one  of  the  most 
advanced  ever  offered  on  any  business  jet. 
There's  a  digital  flight  control  system  with  a 
unique  duplex  autopilot.  Four  5x6"EFIS  screens. 
And  electrically  heated  glass-on-glass  windshield 


FAR  MORE  LUGGAGE  SPACE. 

The  Citation  VITs  total  baggage 
capacity  is  61  cubic  feet  -  about  two 
station-wagon  loads.  Far  more  than 
any  competitive  midsize  jet.  And  the 
VH's  heated  baggage  compartment  is 
separate  from  the  passenger  cabin, 
with  its  own  external  door. 
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l.  LOWER  MAINTENANCE  COSTS. 

Because  the  Citation  VU  engines  operate  cooler,  they 
last  longer.  They  also  require  less  maintenance.  MPI 
intervals  are  set  at  2, 1 00  hours,  and  the  engines  carry 
an  extended  warranty  of  five  years  or  1,800  hours. 
The  Citation  MI  airframe  warranty  is  five  full  years. 


VII. 


UNMATCHED 
CUSTOMER  SUPPORT. 

Citations  are  backed  by  the 
largest  dedicated  support 
organization  in  the  industry. 
With  company-owned  Citation 
Service  Centers  in  cities  across 
the  U.S.,  plus  a  network  of  highly 
qualified  Authorized  Service 
Centers  around  the  world 


Citation W  WA 

Cessna 


A  Textron  Company 


commentary 

I  events  at  home  and  abroad 

[Caspar  W.  Weinberger,  Chairman 


STUDYING  THE  PAST  TO  HELP  US  GUESS  THE  FUTURE 


APPROACH  the  year's  end,  most  of  us  are  thinking 
d  to  1994.  But  an  assessment  of  1993  is  essential  to 
a  basis  for  our  hopes  and  fears  for  the  new  year, 
le  look  back  is  confusing,  beginning  with  the  Presi- 
's  first  message.  Well  delivered,  it  was  a  strong  call  for 
gs  that  many  wanted — deep  cuts  in  our  "unaccept- 
'  increases  in  government  spending,  and  additional 
estment"  so  we  could  "grow  our  economy. "  All  of 
was  to  be  managed  with  only  a  small  increase  in  taxes, 
it  no  details  accompanied  the  President's  address, 
n  specifics  came  later,  reality  emerged  from  political 
oric.  The  "cuts"  were  an  illusion;  all  that  was  cut  was 
•ate  of  increase.  The  only  real  cuts  were  in  defense;  if 
inued,  they  will  render  us  unable  to  win  one  regional 
let  alone  the  two  simultaneous  ones  for  which  the 
linistration  says  its  budget  is  designed, 
ith  the  proposed  "modest  investment  increase" 

I  higher  taxes)  we  will  embark  on  a  very  dangerous 
omic  experiment,  as  pointed  out  by  the  American 
rprise  Institute:  "What  will  happen  to  an  economy 
is  growing  at  about  2%  annually  if  20%  is  added  to  the 
ill  of  the  1%  of .  .  .  Americans  who  pay  about  a  third 
e  income  taxes?"  Moreover,  by  excluding  all  Repub- 

participation  in  his  budget  package,  the  President 
ed  the  unanimous  opposition  of  Republicans  in  Con- 
to  his  tax  increases, 
le  same  approach  was  apparent  in  the  huge  health 
program  presented  in  rough  outline  in  September — 
e  goals  and  appealing  rhetoric  accompanied  by  no 
:ost  data  or  details.  The  Administration's  comment, 
had  no  idea  they  would  be  interested  in  the  details," 
i  lot  about  its  perception  of  the  public.  The  costs  of 
»lan  will  be  immense,  and  adding  to  these  are  the 
mous  new  government  bureaucracies  that  will  be 
ed,  the  National  Health  Board  and  the  regional 
h  alliances. 

le  budget  package  and  the  health  plan  alarmingly 
nbled  the  old  Democratic  tax-and-spend  policies. 

Fits  and  Starts 

II  other  patterns  emerged  from  the  Administration's 
hesitant  efforts  to  fill  major  government  posts, 
liberal  supporters  of  big  government  fai'ed  after 

cally  embarrassing  false  starts, 
foreign  affairs  we  lurched  toward  abandoning  our 


leadership  role.  We  often  seem  to  prefer  "multilateral- 
ism," which  means  waiting  for  others  to  lead  and  rather 
hoping  they  won't.  This  is  a  prescription  for  encouraging 
aggression,  as  we  have  seen  in  Bosnia  and  Somalia.  The  less 
said  about  our  humiliating  experience  in  Haiti,  the  better. 

As  the  year  neared  its  end,  the  Nafta  fight  at  least 
demonstrated  some  belated  but  welcome  presidential 
leadership  and,  for  the  first  time,  a  willingness  to  take 
and  stay  with  a  position  that  offended  some  powerful 
lobbies.  The  strongly  partisan  nature  of  this  Administra- 
tion, however,  was  shown  by  an  exuberant  President 
who  forgot  to  acknowledge  that  it  was  overwhelming 
Republican  support  for  this  treaty  that  enabled  it  to  pass. 

What  Patterns  Are  Discernible  from  This? 

First:  There  will  always  be  a  heavy  political  campaign- 
ing cast  to  all  Clinton  Administration  actions. 

Second:  The  first  presentation  of  any  plan  will  have 
little  resemblance  to  the  actual  plan.  We  have  already  been 
told  that  in  health  care  virtually  all  changes  are  acceptable 
as  long  as  the  President  can  ultimately  claim  victory. 

Third:  Presidential  hopes  of  many  bipartisan  majorities 
supporting  his  plans  seem  optimistic.  Nafta  was  a  bill 
most  Republicans  supported  long  before  there  was  a 
President  Clinton. 

Fourth:  U.S.  foreign  policy  positions  will  remain  un- 
predictable and,  hence,  weak.  We  worry  about  pleasing 
the  unpleasable  North  Koreans,  so  we  consider  canceling 
a  valuable  joint  military  exercise  with  the  South,  despite 
the  North's  obvious  development  of  nuclear  weapons. 

We  are  more  concerned  with  profits  than  security  when 
we  let  China  have  the  Cray  supercomputer  "to  help  with 
weather  predictions."  The  Cray,  of  course,  can  also  be  used 
to  design  nuclear  and  ballistic  missiles.  And  the  nuclear 
power  plant  components  we  are  now  going  to  sell  China 
also  have  military  potential,  as  would  satellites  we  may  soon 
sell.  We  obtained  no  concessions  from  China,  so  it  is  free  to 
continue  its  illegal  export  of  M  l  1  missiles  and  its  repres- 
sion of  civil  rights.  China  said  it  may  be  "willing  to  study 
entering  into"  consultations.  One  would  have  hoped  for  a 
bit  more  in  return  for  such  valuable  military  assistance. 

Advice  to  Americans  for  1994:  Don't  believe  the  first 
speeches,  count  the  costs  carefully  when  the  details 
emerge,  and  pray  for  good  luck — and  goodwill — from  all 
foreign  countries.  M 
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Pre  sentind  an  even  TlTlTlOTCG  13T 

to  give  your  com  par 

Fat-cat  magnates.  Poker-playing  tycoons.  It  wight  have  worked  before.  But  it  doesn 
today.  So  consider  Chevy  Astro  Cargo  Van  instead.  You  see,  Astro  provides  unpreced 
power.  Like  a  standard  165  HP  4.3L  V6  engine,  more  powerful  than  any  compact  c 
van.  Plus  000  pounds  more  maximum  towing  capacity  than  Ford  Aerostar  Van.  As\ 
trounces  Aerostar  in  cargo  room.  And  while  Astro  has  4-wheel  anti-lock  brakes  as  stc 
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ir  only  has  A.BS  on  the  rear  wheels.  So 
country  's  largest  Fleet  Sales  and 
organization  at  1-800-353-3867. 
'-'11  show  you  the  real  meaning  of 


Chevy  A-sl 


.TO 


Retirement  planning  has  strikingly 
long-range  effects.  The  risks  you  choose  to 
take  —  or  not  take  —  can  touch  you  ten, 
twenty,  even  thirty  years  from  now. 

It  doesn't  matter  whether  you're 
planning  your  own  retirement  or  doing  the 
planning  for  your  whole  company.  The  risk 
is  just  the  same. 

Some  risk  is  of  a  familiar  species: 
market  risk,  inflation  risk.  But  most  is  more 
exotic:  longevity/mortality  risk,  early  retire- 


ment risk,  investment  allocation  risk. 

Risk,  both  garden  variety  and  exotic, 
is  what  Bankers  Trust  knows  most  about. 
Today,  we've  marshaled  all  our  risk  manage- 
ment skills  to  help  you  deal  with  that  most 
difficult  of  creatures,  the  retirement  plan. 

To  learn  more  about  our  Retirement 
Services,  call  Rich  Marin,  (212)  454-1613. 

Manage  risk  wrong,  and  it'll  reach 
out  and  punish  you.  Manage  it  right,  and  it 
will  bring  you  nothing  but  rewards. 


D  Bankers  Trust  Retirement  Services 


EDITED  BY  HOWARD  BANKS 


Good  news  (relatively)  for  defense  suppliers 


The  downturn  in  defense  spending  on  such 
things  as  planes,  tanks  and  ships  will  hit  bottom 
in  1994,  at  $45  billion  (all  figures  are  in  con- 
stant 1994  dollars).  But  after  that,  reports  the 
Electronic  Industries  Association's  authorita- 
tive annual  defense  spending  forecast,  what's 
called  procurement  will  stabilize  at  $47  billion 
to  $50  billion  for  the  next  ten  years. 

In  addition,  the  El  A  forecasts  $37  billion  in 
spending  next  year  on  defense  research  and  de- 
velopment (a  sum  that  will  decline  to  around 
$30  billion  a  year  over  the  coming 
decade). 

Defense  suppliers  have  borne  a  dispropor- 
tionate share  of  defense  spending  cuts.  Overall 
defense  spending  is  down  by  about  a  third  in 
real  terms  since  its  peak  in  1987.  But  new  bud- 
get authority  is  down  by  two-thirds. 


Employment  in  the  defense  industry  is  now 
around  2xh  million,  down  from  a  peak  of  3V2 
million  in  1987.  Over  the  next  three  or  four 
years  defense  supply  jobs  will  level  off  at  around 
2  million,  estimates  the  eia. 

So  the  good  news  for  defense  suppliers  is 
that  an  end  to  the  cutbacks  is  in  sight.  More- 
over, says  Robert  Hansen,  director  of  mar- 
ket development  for  Rockwell  International 
and  chairman  of  the  eia  forecast  committee, 
"with  total  defense  sales  [equipment  plus 
R&d]  of  $77  billion  or  more  a  year,  the  de- 
fense industrial  base  is  not  going  to  go  out  of 
business." 

One  caveat:  The  eia  forecast  is  based  on 
present  budget  plans.  Congress,  however,  is 
running  out  of  budget-cutting  targets  and 
may  try  to  whack  defense. 


Down  to  the  hot  spots  in  ships 


Electronics'  total  share  of  defense  spend- 
ing, $38  billion,  or  49%  next  year,  will  continue 
at  that  general  level  for  the  next  decade,  says 
the  eia.  But  the  market  is  changing. 

Up  to  now,  the  military  has  been  prepared  to 
pay  almost  any  price  to  get  improved  technology, 
improved  capability.  Now,  the  likes  of  preci- 
sion-guided weapons  or  unmanned  reconnais- 
sance planes  also  have  to  be  affordable.  That 
will  mean  buying  more  items  commercially. 

This  is  already  happening  with  personal 
computers.  It  probably  soon  will  happen  in 
global  positioning  navigation  systems.  (Trim- 
ble Navigation  Ltd.'s  off-the-shelf  GPS  equip- 
ment worked  just  fine  in  the  Gulf  war.)  So 
while  the  prospects  for  existing  defense  elec- 
tronics suppliers  such  as  Harris,  Loral  and 

Some  nagging  problems 

The  biggest  problem  now  facing  both  the 
services  and  industry  is  how  to  cope  with  very 
low  production  rates.  One  of  the  ways  the 
services  plan  to  maintain  most  of  their  pro- 
grams— including  such  high-cost  items  as  the 
C-17  cargo  plane,  the  ¥-22  fighter  and  new 
antiballistic  missile  defense  systems — is  to 
stretch  them  out  over  longer  time  periods. 

This  makes  the  annual  cost  affordable  in 
budget  terms,  though  at  the  same  time  each 
plane,  each  missile  will  cost  more  to  make. 

The  Defense  Department  also  plans  to  use 
more  computer  simulation  in  the  early  stages  of 
equipment  design.  It  turns  out  that  this  is  the 
most  efficient  place  to  cut  costs — by  working 
out  all  of  the  bugs  and  errors  before  actually 
building  hardware.  Detroit  learned  this  lesson; 
now  it's  the  Pentagon's  turn. 


E-Systems  look  good,  there  will  also  be  in- 
creased opportunities  for  predominantly  com- 
mercial electronics  firms  such  as  Motorola  and 
Texas  Instruments. 

Defense  cuts  also  mean  that  in  future  the 
U.S.  will  project  its  power  around  the  world 
from  its  ships,  rather  than  from  fixed  bases. 
Even  forward  stores  will  be  based  on  ships. 

Plans  include  another  aircraft  carrier  (good 
news  for  Newport  News),  and  the  Arleigh  Burke 
class  of  destroyers  is  the  second-largest  item  in 
the  1994  defense  spending  request  from  the 
Department  of  Defense.  The  Navy  will  build 
at  least  2 1  of  these  $900  million  destroyers  at  a 
rate  of  3  a  year — sharing  the  work  between 
Litton's  Ingles  shipbuilding  division  and  Bath 
Iron  Works. 


Another  potential  conflict  is  emerging  over 
R&D  spending.  Government  laboratories  and 
the  universities  traditionally  carry  out  two- 
thirds  of  basic  research  and  engineering.  To 
preserve  their  jobs,  the  bureaucrats  and  aca- 
demics are  now  trying  to  grab  even  the  one- 
third  ($1  billion)  that  goes  to  private  industry. 
But  if  the  private  sector  doesn't  get  that  money, 
points  out  Geoffrey  K.  Bentley,  business  re- 
search manager  of  Textron  Defense  Systems,  it 
is  going  to  be  hard  for  companies  to  justify 
investing  in  defense  research.  Already  some 
firms  are  said  to  be  contracting  with  govern- 
ment laboratories  and  buying  their  research. 

Sounds  efficient?  Maybe  so,  but  Defense 
Department  brass  know  that  procurement  his- 
tory shows  that  industry  is  far  more  innovative 
and  efficient  than  are  government  labs.  BH 
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BY  ROBERT  ROSENSTEIN 


Current           244. 5*t 
Previous          242. 8t 
Percent  change  0.7% 

245 
235 
225 
215 
205 
195 
185 
175 
165 
155 
145 

79         81        '83        '85        '87        '89  '91 


'Preliminary  tRevised 


Commercial  real  estate  still  suffers  from  overcapacity 
residential  real  estate  is  picking  up  smartly.  N 
125,000  single-  and  multifamily  homes  were  start 
October— 1 1 .5%  more  than  in  October  1992.  This  r 
the  seventh  consecutive  monthly  gain  in  the  trailinj 
month  total  of  new  housing  starts.  The  used-ho 
market  is  also  rebounding:  In  October  sales  of  exi 
homes  hit  their  highest  level  in  14  years.  Over  the  ne> 
months  a  lot  of  these  recent  home  buyers  will  ah 
purchasing  home  furnishings  and  appliances. 


'93 


Other  key  rates 

Source  St 

Prime  rate 

Chase  Manhattan  Bank 

Auto  sales  year  to  date  vs  1992' 

Ward's  Automotive 

Index  of  leading  indicators  Sept  vs  Aug 

Dept  of  Commerce 

Trade  balance  12  months  ended  Sept  1993 

Dept  of  Commerce  -$ 

All-commodity  producer  price  index  Oct  vs  Sept1 

Dept  of  Labor 

GDP  3rd  quarter  vs  2nd — annualized  growth 

Dept  of  Commerce 

M2  (3-month  change) — annualized  growth3 

Federal  Reserve 

1  U.S.-based  manufacturers,  excludes  imports,  as  of  1 1/20/93. 2  Wholesale  goods. 3  Includes  M 
(public  currency  and  checking  deposits)  plus  savings  accounts  and  money  market  funds. 

Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  The 
cost  of  services  relative  to  all  consumer  prices,  the  level 
of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  total  industrial  production, 
new  housing  starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail  sales,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Industrial  production  index  (1987=100) 
seasonally  adjusted  (Federal  Reserve) 
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New  unemployment  claims  average  for  month 
(thousands),  seasonally  adjusted  (Dept  of  Labor) 


Services    *   Total  index 
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Consumer  price  indexes  (1982-84  average=100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


140 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept  of  Commerce) 


185 


175 


165 


155  ■ 

Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 


Inventories    •   New  orders 


270 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (Dept  of  Commerce) 


3300 


3100 


2700 


11 
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Personal  income  (Sbillions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Dept  of  Commerce: 

■MM 


775 


Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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The  Split-Second  Chronograph 
from  IWC. 

Two  stopwatches  in  one. 


18  kt.  yellow  gold  $  17,500 
stainless  steel  $  8,995 
Suggested  retail  prices 

Anyone  planning  to  surpass  the  Pilot's 
Chronograph  from  IWC  is  going  to  have  to 
set  their  sights  pretty  high. 

In  the  end,  we  decided  no  one  was  better 
qualified  to  accomplish  the  job  than  IWC  . 

Now,  after  three  years  of  intensive 
development  and  testing,  the  Split-Second 
Chronograph  -  or  the  «Doppelchronograph» 
to  use  its  proper  name  -  is  ready  to  step  in 
when  a  stopwatch  with  a  single  function  isn't 
enough. 

The  Split-Second  Chronograph  has  two 
'stop'  buttons  at  the  2  and  4  o'clock  positions 
to  measure  lap  times  or  unit  distances 
accurately,  independent  of  the  main  hand. 
With  its  sophisticated  split-second  feature, 
the  chronograph  is  one  of  watchmaking's 
greatest  achievements. 

Advanced  mechanical  chronographs  like 
this,  of  course,  are  extraordinary.  But  you 
can  always  console  yourself  with  the  thought 
that  you're  getting  twice  as  much  stopwatch 
for  your  money. 


125 

YEARS 

IWC 

S&u*  YS6S 


For  complete  catalog  please  call  (800)  432-9330 


With  Milton  Petrie  and  his  "girls"  fading  from  the  scene, 

Allan  Laufgraben  faces  a  tough  task  restoring  the  chain's  lost  magic. 


End  of  an  era 


By  Zina  Moukheiber 

In  July  91-year-old  Milton  Petrie 
finally  accepted  the  inevitable:  He 
wasn't  going  to  live  forever.  The 
founder,  chairman  and  60%  owner  of 
Petrie  Stores  named  a  succession 
team,  headed  by  Allan  Laufgraben, 
54,  an  eight-year  veteran,  as  chief 
executive,  with  Chief  Financial  Offi- 
cer Peter  Left,  43,  in  the  new  post  of 
chief  operating  officer. 


Petrie  had  acted  not  a  moment  too 
soon,  for  in  October  he  was  stricken 
with  pneumonia.  Now  out  of  the 
hospital,  he  is  wheelchair-bound  and 
rarely  comes  to  the  office. 

Also  fading  from  the  scene  are  his 
longtime  sidekicks,  Vice  Chairman 
Hilda  Gerstein,  82,  and  Executive 
Vice  President  Dorothy  Stern,  74. 
Stern  has  retired  completely,  while 


Chairman  Milton  Petrie 

He  stuck  too  long  to  his  old  merchandising  ways. 


Gerstein  is  sidetracked  as  head  o 
real  estate  division. 

Along  with  Petrie,  Gerstein 
Stern,  whom  Petrie  calls  "the  gi 
were  vital  to  the  success  of  the  coi 
ny.  Gerstein  started  as  a  stock  cle 
16  in  1927  when  Petrie  open 
hosien1  store  in  Cleveland.  Like 
stein,  Stern — and  another 
Jean  Roberts — toiled  for  more 
half  a  century  to  build  P 
Stores  from  that  single 
into  a  1,747-store,  $1.4  bi 
retailing  giant  selling  mode 
ly  priced  clothes,  mosrF 
teenagers. 

But  Petrie  and  his  girls  st 
on  too  long.  Over  the  past 
years  Petrie  has  stumblec 
earnings  dropping  by  n 
60%,  to  S15  million,  in  I 
1993.  For  the  fiscal  year  en 
Jan.  31,  it  is  expected  to  p 
loss  of  around  $23  million- 
cents  a  share.  In  the  se< 
quarter  it  took  a  charge  of 
million  to  cover  closing 
stores  over  the  next  few  ye; 

Over  the  next  three  y 
more  than  a  third  of  the  si 
will  be  up  for  lease  renew; 
mercilessly  tough  negoti 
Petrie  was  famous  for  sig 
prime  locations  at  minir 
rentals.  Even  in  the  curren 
pressed  realty  market,  Lau: 
ben  will  be  hard  pressed  tc 
similarly  favorable  terms 
renewal. 

Petrie's  vast  network  c 
ates  under  the  names  Pec 
Marianne,  M.J.  Carroll,  Stu 
Hartfield's,  Jean  Nicole,  J 
Plus,  Winkelman's  and  G&( 
newer  competitors  such  a; 
Limited  and  Chan 
Shoppes  made  inroads  int 
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Ford  is  about  to  mount  the  first  serious  challenge 
to  Chrysler's  hugely  successful  minivans. 


irkets,  Petrie  fell  behind.  "Buyers 
>uld  go  to  Gerstein  with  ideas;  she 
>uld  snap  at  them:  'You're  not  go- 
5  to  teach  me;  we've  been  in  this 
jsiness  for  over  40  years,'  "  recalls 
je  supplier. 

jvVhen  competitors  invented  more 
[icient  ways  of  doing  business,  Pe- 
\i  stuck  to  its  old  ways.  Petrie  would 
ler  blouses,  for  instance,  and  place 
i:m  in  250  stores.  If  a  blouse  became 
lot  item,  Petrie  would  double  the 
mber  of  stores  earning  it.  The 
nited,  though,  tests  an  item,  say,  in 
stores,  and  if  it  becomes  a  good 
er,  orders  it  for  the  entire  chain. 
With  Petrie  ill  and  Gerstein  and 
f  rn  out  of  the  way,  new  Chief  Exec- 
ve  Laufgraben,  unlike  previous  po- 
tial  successors,  has  a  free  hand  to 
xute  a  new  merchandising  strate- 
'  Perhaps  sensibly,  Laufgraben  de- 
fied to  talk  to  Forbes.  He  said  he 
fuld  prefer  to  talk  in  six  months, 
Sen  he  had  something  to  show  for 
i  efforts.  "We  have  nothing  to  brag 
put  at  this  point,"  he  confessed, 
j^aufgraben,  little  known  in  the  re- 
|  industry,  started  working  at  Petrie 
1 1986,  when  the  company  he'd 
|:n  working  for,  Miller- Wo  hi  Co.,  a 
derately  priced  women's  specialty 
jailer,  was  acquired  by  Petrie.  Lauf 
jben  had  been  responsible  for  the 
f$e-sizes  division  at  Miller-Wohl.  At 
jrie,  he  helped  establish  Plus  stores, 
size  14  and  up,  now  the  company's 
1st  profitable  division. 
Laufgraben  has  already  shaken  up 
dusty  organization.  He  is  remod- 
tg  stores,  retraining  buyers  and 
luiring  new  technology  to  track 
lentory.  He's  also  jazzing  up  mer- 
Indise  displays. 

•'etrie  Stores  formerly  changed 
:rchandise  colors  only  twice  a  year, 
jw  it  will  be  doing  so  four  times  a 
'r,  like  the  rest  of  the  industry. 
!Tie  number  of  vendors  is  being  cut 
J'vn,  which  will  help  Petrie  become 
ire  focused  and  consistent.  Lauf- 
iDen  is  also  building  up  the  stores' 
I'ate-label  business,  which  will  help 
jrie  differentiate  itself  from  com- 
r.tors  and  reap  higher  margins, 
jn  a  sense,  Laufgraben  has  nowhere 
!$o  but  up.  The  market  is  putting  a 
|ie  of  zero  on  this  once  proud  com- 
fy. Its  shares  recent!}'  traded  at  29, 
|  its  14%  ownership  in  Toys  "R"  Us 
fie  is  worth  $35  a  share. 


A  van 
for  all 
seasons 

By  Jerry  Flint 

A  year  AGO  the  question  was  whether 
Detroit  was  big  enough  for  two  first- 
rate  sport  utility  vehicles,  Ford's  Ex- 
plorer and  Chrysler's  then-new  Jeep 
Grand  Cherokee.  It's  an  important 
question  because  the  carmakers 
gross  $5,000  apiece,  sometimes 
more,  on  these  vehicles. 

It  turned  out  the  town  and  the 
country  were  big  enough.  Chrysler  is 
selling  200,000  Grand  Cherokees  in 
its  first  full  year,  but  Ford  is  selling 
nearly  300,000  Explorers  this  year, 
about  as  many  as  Ford  sold  in  1992. 

Now  the  question  is  coming  up 
again,  but  in  minivans.  This  time,  it's 
Ford  challenging  Chrysler. 

Chrysler  built  500,000  of  its  Voy- 
ager and  Caravan  van  models  last 
year.  This  year  the  total  will  be  closer 
to  550,000;  a  third  shift  is  being 
added  at  a  Canadian  plant. 

Chrysler's  success  has  been  built 
on  a  van  for  all  seasons:  a  carlike  van 
with  front-wheel  drive  that  is  easy  to 
enter,  easy  to  handle.  Women  like  it 
as  much  as  men.  Yet  although  Chrys- 
ler's minivan  is  now  ten  years  old, 
with  4  million  sold,  most  of  the 
competing  vans  are  still  built  on 
truck  chassis,  with  rear-wheel-drive. 
They  are  better  for  towing  but  are 
also  more  trucklike,  and  haven't  de- 
lighted the  public  as  Chrysler's  have. 

"We  gave  them  three  years  and 
they  still  couldn't  get  it  right,"  Lee 
Iacocca  used  to  say  about  his  van 
competitors  when  he  headed  Chrys- 
ler. Now  it's  been  ten  years. 

It  was  these  minivans  that  kept 
Chrysler  afloat  in  the  bad  years  and 


Windstar  (top)  and  Chrysler's  minivan 
The  town  may  be  big  enough  for  both. 


provided  the  money  to  rebuild  the 
entire  line.  Around  Chrysler,  mini- 
vans  are  called  "the  family  jewels,"  to 
be  protected  at  all  costs. 

Now  Ford  is  readying  its  first 
front-wheel-drive  minivan.  Called 
Windstar,  it  will  be  built  in  Canada 
and  will  go  on  sale  this  spring.  Com- 
pany officials  talk  about  building 
325,000  Windstars  a  year,  about 
100,000  more  than  the  old  rear- 
wheel -drive  Aerostars  Ford  has  been 
selling  in  the  passenger  van  market 
since  1984.  Ford  will  keep  building 
its  Aerostar  next  year,  while  it  ramps 
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Electronics  retailing  giants  Circuit  City  and  Best  Bu 
have  murdered  the  weaker  competition.  Now  they'i 
going  after  each  other,  and  it's  unclear  who  will  win 

High  noon 


up  Windstar  production. 

For  Ford,  the  issue  is  more  than 
just  another  van.  The  company's 
products  sell  well,  but  profits  are  low. 
Marketing  costs — rebates,  sweet 
lease  deals  and  the  like — account  for 
11%  of  Ford's  North  American  vehi- 
cle revenues,  an  estimated  $65  bil- 
lion this  year.  The  trick  is  to  make  its 
cars  and  trucks  so  desirable  that  peo- 
ple will  pay  close  to  list  price  and 
lower  the  marketing  costs.  Ford  may 
do  just  this  with  cars  like  the  new 
Mustang  and  the  compact  Ford 
Contour/Mercury  Mystique,  a  car 
coming  next  year.  The  European  ver- 
sion, the  Mondeo,  just  won  a  presti- 
gious car  of  the  year  award. 

Moving  300,000  Windstars  with- 
out giveaway  deals  is  part  of  Ford's 
plan,  but  Chrysler  won't  make  it 
easy.  There's  talk  of  an  "Iacocca 
salute,"  a  preemptive  strike — a  big 
dollars-off  sale — favored  by  the  now 
retired  Lee  Iacocca,  that  mops  up 
customers  before  the  Windstar  ar- 
rives. An  all-new  Chrysler  minivan 
will  be  ready  in  1995,  a  year  after 
Windstar.  Reporters  are  being  shown 
prototypes  just  to  keep  them  from 
getting  too  excited  about  Ford's 
Windstar  (sec  photo,  p.  43). 

If  anyone  gets  hurt  in  the  Ford- 
Chrysler  passenger  van  shootout,  it 
may  be  General  Motors.  GM  sells  a 
long-nosed,  plastic- bodied  front- 
wheel-drive  minivan,  the  Chew  Lu- 
mina,  Pontiac  Trans  Sport  and  Olds- 
mobile  Silhouette.  GM  sells  about 
90,000  of  these  vans  a  year,  but  they 
never  really  caught  on,  and  they 
could  have  a  tougher  time  with  the 
new  competition. 

Some  critics  blamed  GM's  Dust- 
buster  look.  But  more  important, 
Chrysler  offered  both  a  short,  low- 
priced  minivan,  and  a  longer,  more 
expensive  version.  GM  just  had  a  long 
van,  and  took  years  to  correct  the 
problems,  such  as  styling  and  the 
engine  transmission  combinations. 
The  Tarrytown,  N.Y.  plant  where  GM 
builds  its  plastic-bodied  vans  will  be 
closed  after  a  new  GM  steel- bodied 
minivan  comes  out,  which  should  be 
some  time  in  1996. 

Will  Ford's  Windstar  dent  Chrys- 
ler's minivan  sales?  Maybe  not.  As 
with  the  Explorer/Grand  Cherokee 
battle,  the  market  could  expand  to 
make  room  for  both  models.  M 


By  Marcia  Berss 

Gross  profit  margins  in  consumer 
electronics  are  tailing,  and  there's  lit- 
tle new  electronic  wizardry  to  entice 
shoppers  to  buy.  So  the  last  thing 
retailers  need  this  Christmas — the 
biggest  selling  period  of  the  year — is  a 
price  war.  But  that's  what  they're 
getting. 

The  nation's  two  leading  consumer 
electronics  and  major  applicance  retail- 
ers are  invading  each  odier's  turf.  They 
are  Virginia- based  Circuit  City  (sales, 
$3.6  billion  from  297  stores)  and  Min- 
nesota-based Best  Buy  (sales,  $2.1  bil- 
lion from  147  stores).  Circuit  City,  big 
on  die  east  and  west  coasts  but  weak  in 
the  Midwest,  recently  opened  1 8  stores 
in  Chicago,  Best  Buy's  largest  market. 
Best  Buy,  which  dominates  the  central 


U.S.,  is  expanding  to  the  coasts,  ( 
ing  11  stores  in  Circuit  City  sti 
holds  Adanta  and  Phoenix. 

This  all  but  guarantees  a  ba 
Christmas  for  shoppers  in  the  t 
where  the  two  are  head-to-hea 
Sony  camcorder  that  usually  sel 
$750  at  Circuit  City  in  Atlanta 
goes  for  S500,  thanks  to  Best  1 
entry.  In  Chicago,  Circuit  City  5 
Sony  Walkman  for  $33.97,  Besi 
for  $33,  both  well  below  their  w 
sale  price  of  about  S42. 

There's  bound  to  be  more, 
year  Circuit  City  plans  to  expanc 
Minneapolis  and  Kansas  City, 
key  Best  Buy  markets.  In  the  sp 
Best  Buy  will  open  a  distribution 
ter  in  the  Southeast,  undoub 


Circuit  City  store  in  Chicago 

Next  stop:  Best  Buy's  home  market  of  Minneapolis. 
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ing  Florida,  one  of  Circuit  City's 
st  profitable  markets, 
rhis  clash  of  the  superpowers 
nes  on  the  heels  of  substantial  vic- 
ies.  In  many  places  their  rivals  have 
lapsed.  This  year  alone,  Highland 
>erstores,  once  number  two  in  the 
iness,  announced  its  liquidation. 
),  a  unit  of  Britain's  Dixons  Group 
.,  closed  nearly  20%  of  its  stores, 
1  in  September,  after  hefty  losses, 
i  sold  to  Fretter  Inc.  And  McDuff, 
t  of  big  Tandy  Corp.,  shuttered 
)  (over  25%)  of  its  stores. 
Circuit  City  and  Best  Buy  have 
vailed  through  very  different  strat- 
us. The  much  larger  Circuit  City 
ps  its  costs  down  using  an  efficient 
intory-  tracking  and  distribution 
:em,  but  it  staffs  its  stores  lavishly 
I  provides  lots  of  hand-holding  to 
tomers.  "If you  spend  $1,200  on  a 
icorder,  you  want  someone  to  ex- 
n  differences  in  zoom  features," 
>  Richard  Sharp,  Circuit  City  chief 
cutive. 

>est  Buy  doesn't  think  customers 
it  their  hands  held.  Its  manage- 
rs philosophy  is  that  too  many 
speople  importuning  them  dis- 
nfits  customers.  So  it  employs  rela- 
ly  fewer,  but  salaried,  sales  staff 


(Forbes,  Apr.  27,  1992).  Lower  costs 
enable  Best  Buy — as  its  name  im- 
plies— to  compete  on  price.  Best 
Buy's  overhead- to-sales  ratio  is 
15.3%,  versus  22.8%  for  Circuit  City. 

As  a  consequence,  Best  Buy  no 
longer  does  much  business  in  high- 
margin  items  like  extended-service 
plans,  a  big  moneymaker  for  Circuit 
City,  because  these  require  salespeo- 
ple to  pressure  the  buyer. 

How  these  contrasting  strategies 
play  out  as  the  two  companies  increas- 
ingly go  eyeball  to  eyeball  remains  to 
be  seen.  "Circuit  City  is  going  to  the 
level  of  competition  Best  Buy  has 
established,"  says  Gary  Bennett,  vice 
president  of  sales  for  Hitachi  Home 
Electronics. 

Circuit  City  is  in  stronger  financial 
shape.  Last  year  it  posted  net  profits  of 
$110.2  million  (a  margin  of  3.4%), 
versus  Best  Buy's  $19.9  million  ( 1 .2%). 
Moreover,  Circuit  City  has  virtually  no 
debt,  having  financed  its  expansion  in- 
ternally. Best  Buy,  having  raised  an 
additional  $234  million  this  year  in  two 
tranches,  is  heavily  leveraged,  with  a 
43%  debt/capital  ratio. 

Best  Buy's  stock  has  been  volatile, 
rising  from  32  in  late  August  to  62  by 
early  November  and  sliding  back  to  a 


recent  52V2  (39  times  earnings).  Cir- 
cuit City's  stock  has,  in  the  meantime, 
declined  from  a  peak  of  337/s  in  the 
summer  to  a  recent  25%  (20  times 
earnings). 

Whichever  prevails,  or  if  both  flour- 
ish, electronics  manufacturers  are  not 
happy  about  the  concentration  of 
power  in  two  such  tough  retailers. 
They  anticipate  the  retailers  will  press 
steadily  for  lower  wholesale  prices.  "It 
inevitably  has  to  happen,"  says  Jack 
Osborn,  head  of  consumer  electronics 
at  Mitsubishi  Electronics.  That's  why, 
in  May,  Mitsubishi  ended  a  22 -year 
relationship  with  Circuit  City,  its  big- 
gest customer,  and  pulled  its  big- 
screen  TVs  from  the  store,  saying  Cir- 
cuit City  no  longer  provided  sufficient 
sales  support.  (To  save  face,  Circuit 
City  said  it  was  the  one  that  did  the 
dropping,  as  Mitsubishi  was  uncom- 
petitive in  price  and  technology.) 

Best  Buy  has  been  hit,  too.  Hitachi 
has  pulled  its  consumer  electronics 
from  Best  Buy,  and  GE  no  longer  sells 
major  appliances  through  the  chain. 
But  this  isn't  likely  to  cause  either  of 
the  big  combatants  to  run  short  of 
ammunition  in  the  developing  clash 
between  two  giant  retailers  with  con- 
trasting strategies.  Hi 


Best  Buy  store 

Started  in  the  central  U.S.,  now  moving  to  Circuit  City  strongholds  on  the  coasts. 
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Japan's  carmakers  now  build  2  million 
vehicles  in  their  North  American  plants. 
Why  don't  they  make  money? 

The  trouble 
with  transplants 


By  Jerry  Flint 

Ford  makes  money  manufacturing, 
Chrysler  makes  money  manufactur- 
ing. "Why  can't  we?"  moaned  Hiro- 
shi  Okuda,  executive  vice  president 
and  director  of  the  Toyota  Motor 
Corp.  of  Japan. 

Okuda  was  talking  in  New  York  last 
month  about  Toyota's  car  plants  in 
Kentucky.  According  to  Okuda,  who 
oversees  Toyota's  finances,  supplier 
relations  and  Japanese  sales,  not  one 
of  the  eight  Japanese  carmakers  with 
plants  in  North  America  makes  mon- 
ey on  these  U.S.  manufacturing 
operations. 

All  told,  the  Japanese  are  building 
about  2.2  million  cars  and  trucks  in 
the  U.S.  and  Canada  this  year,  al- 
though some  cam'  the  nameplates  of 
U.S.  makes.  It's  been  clear  that  some 
plants  have  been  in  trouble  for  a 
while.  Subaru's  half  of  a  joint  venture 
plant  with  Isuzu  in  Lafayette,  Ind.  has 
built  fewer  than  50,000  cars  to  date 
this  year.  The  Diamond-Star  in  Nor- 


mal, 111.,  owned  by  Mitsubishi, 
opened  in  1988  and  has  built  fewer 
than  125,000  cars.  A  typically  profit- 
able American  plant  turns  out  about 
200,000  cars  a  year. 

But  volume  isn't  the  only  problem. 
Recently,  General  Motors  Corp.'s 
chief  financial  officer  revealed  that  GM 
had  merely  broken  even  at  Nummi, 
the  GM-Toyota  joint  venture  making 
the  Geo  Prizm,  the  Toyota  Corolla 
and  light  trucks  in  Fremont,  Calif., 
through  nine  months  this  year  after 
running  in  the  red  for  the  nine 
months  last  year.  Nummi  (for  New 
United  Motor  Manufacturing  Inc.) 
built  245,000  cars  and  trucks  in  the 
first  nine  months;  about  a  fourth  of 
the  output  was  for  GM.  Merely  break- 
ing even  on  that  much  production  is 
less  than  impressive.  Nummi  began 
production  in  1985,  and  Okuda  said 
it  has  been  profitable  in  only  two  or 
three  of  its  seven  full  operating  years. 

The  transplants'  problems  are  the 


more  perplexing  when  one  rer 
hers  that  most  received  substanti 
breaks  from  the  states  where  the 
situated.  Their  labor  forces  are  y 
ger,  saving  huge  sums  on  pensioi 
medical  care  costs.  And  as  a  ruh 
transplants  have  softer  labor 
tracts,  meaning  few  job  class: fica 
and  fewer  other  costly  work  rule 
What,  then,  ails  the  Japanese  t 
plants? 

In  Subaru's  case  its  U.S. -built 
acy  just  isn't  selling  very  well.  In  i 
cases  the  plants  built  sporty  co 
which  faded  after  a  good  year  or 
That  seems  true  at  the  Diamonc 
plant  (which  was  once  a  joint  ve 
with  Chrysler,  until  Chrysler  sol 
in  1 99 1 .  It  has  also  been  a  probh 
the  Mazda-Ford  plant  in  Flat  1 
Mich.,  which  was  a  Mazda  plan 
Ford  bought  into  in  1992, 
Mazda  got  into  financial  difficul 

In  all  cases,  the  Japanese  are  si 
ing  because  they  dedicated 
transplants  to  building  their  k 
priced  products.  The  thinking 
that  these  cars  would  be  simpl 
build,  so  there  was  less  risk  on  qu 
But  cheaper  cars  are  also  hard 
make  money  on. 

"Mosdy  it  is  the  type  of  cars 
make,"  says  Alex  Trotman,  Ford 
tor  Co.'s  new  chief  executive  oi 
"If  you're  making  Lexus,  it's  eas 
make  a  nickel." 

And  since  the  vehicles  are  still  I 
Japanese -made  parts  and  the  ye 
climbed  against  the  dollar,  the 
nese  are  in  the  worst-of-all-pos 
worlds  position  of  importing 
priced  parts  for  low-priced  cars 


Struggling  transplants 

Company/location 

U.S.  production 

Canadian  production 

Total 

-1992  

 1992- 

production 

cars 

trucks 

cars 

trucks 

(1993  over  1992) 

Toyota/Kentucky;  Ontario 

240,382 

68,092 

0% 

Honda/Ohio;  Ontario 

458,251 

104,123 

-12 

Nissan/Tennessee 

171,404 

128,924 

35 

Nummi/GM  &  Toyota— California 

180,909 

75,271 

29 

Ford  &  Mazda/Michigan 

168,859 

37 

GM  &  Suzuki/Ontario 

94,404 

49,000 

9 

Mitsubishi/Illinois 

139,783 

-8 

Hyundai/Quebec 

15,186 

0 

Subaru  &  isuzu/lndiana 

57,623 

66,397 

-2 

Volvo/Nova  Scotia 

6,255 

-14 

Tax  breaks,  la 
er  pension  an 
medical  costs 
softer  contrat 
all  this  and  th 
still  don't  mal 
money. 
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)duct  development  still  is  largely  in 
>an,  another  big  yen  cost. 
rWc  are  studying  this,  because  the 
lation  [lack  of  manufacturing  prof- 
is  unacceptable,"  says  Toyota's 
;uda.  Major  emphasis  is  being  put 
involving  more  American  suppli- 
,  he  adds.  That's  not  to  do  the 
liticians  any  balance-of-payments 
U.S.  jobs  favors;  it's  to  save  Toyo- 
5  hide. 

Using  more  U.S.  parts  and  build- 
;  more,  and  more  expensive,  vehi- 
s  are  probably  what  the  Japanese 
1  be  doing  to  turn  around  their 
)fitless  U.S.  factories.  Honda  is  al- 
dy  moving  in  this  direction. 
>nda  says  it  will  stop  importing 
pally  all  of  its  Accord  cars  from 
>an  in  another  year  and  get  them  all 
m  its  factories  here, 
[suzu,  meanwhile,  is  increasing 
)duction  volumes  on  its  line  in  the 
fayette  plant  by  building  utility  ve- 
les  for  Honda  next  year.  Mitsubi- 
and  Mazda  have  recently  intro- 
ced  four-door  sedans  alongside  the 
>rt  coupes  in  their  plants.  Next  year 
yota  will  begin  building  a  new, 
jer  car  called  Avalon  at  its  plant  in 
ntucky  ;  Forbes  guesses  the  car  will 
|  for  around  $30,000. 
rhe  Japanese  aren't  the  first  foreign 
makers  to  have  transplant  troubles. 
1978  Volkswagen  became  the  first 
eign  company  in  the  modern  era  to 
lid  cars  here,  vw's  plant  in  West- 
•reland,  Pa.  was  closed  in  1988. 
rea's  Hyundai  has  a  plant  in  Cana- 
that  built  only  1 5,000  cars  this  year 
1  last,  a  disaster.  The  plant  has  been 
sed  for  retooling  for  a  new  model. 
3ut  the  problems  don't  stop  car- 
kers  from  coming  here.  Right  now 
w  and  Mercedes  are  building 
nts  in  South  Carolina  and  Ala- 
na,  respectively. 

rhere's  some  consolation  for  the 
anese  in  this:  They  probably  would 
much  worse  off  if  they  hadn't 
sned  their  U.S.  plants.  At  the  cur- 
t  yen/dollar  rates,  overall  produc- 
ts costs  here  probably  are  lower 
n  in  Japan. 

n  other  words,  the  Japanese  car- 
kers  would  be  losing  more  money 
ing  to  hold  on  to  their  U.S.  market 
re  were  they  not  building  some  of 
ir  cars  in  the  U.S.  The  transplants 
y  be  losing  money,  but  they're  here 
stay.  KM 


Price  competition  for  big  electric  utilities  is  on  its  way, 
putting  Gene  McGrath  in  a  race  against  time 
to  slash  costs  at  New  York's  Consolidated  Edison. 

A  beleaguered 
tax  collector 


By  James  R.  Norman 


Leonard  Mellusi  is  ready  to  blow  a 
fuse.  As  director  of  engineering  for 
New  York's  1,300-bed  Montefiore 
Medical  Center,  Mellusi  pays  about 
$4  million  a  year  in  Consolidated 
Edison  Co.  electric  bills.  At  12  cents  a 
kilowatt- hour,  Con  Ed's  juice  costs 
over  twice  the  national  average.  And  a 
rate  hike  is  expected  in  1995.  "It's 
getting  out  of  hand,"  gripes  Mellusi. 

Lots  of  businesses  have  fled  New 
York's  onerous  taxes  and  other  high 
costs  of  doing  business.  Montefiore 
can't  flee,  but  it  isn't  sitting  passively 
by  as  its  electric  bill  climbs.  It  is 
building  a  $15  million  fuel  oil  or  gas- 
fired  cogeneration  plant  to  make  its 
own  steam  and  electricity.  Mellusi 
hopes  to  cut  his  Con  Ed  bill  by  two- 
thirds  when  the  cogeneration  plant  is 
finished  in  a  few  weeks. 

For  Con  Ed,  there  is  a  real  possibili- 
ty that  scores  of  its  best  commercial 


Con  Ed  workmen  in  New  York  City 

Over  one-quarter  of  Con  Ed's  revenues 

are  really  taxes  it  collects  for  politicans. 


customers  will  copy  Montefiore  and 
find  ways  to  opt  off  the  utility's  grid — 
much  as  companies  are  learning  to 
bypass  the  local  telephone  company 
monopolies  as  deregulation  comes  to 
telecommunications.  Electric  utility 
executives  fear  that  within  a  few  years 
many  low-cost  power  producers  will 
be  able  to  "wheel"  electricity  hun- 
dreds of  miles  across  transmission 
lines  to  commercial  and  retail  custom- 
ers. This  isn't  science  fiction.  The 
New  York  State  Power  Authority  al- 
ready wheels  cut-rate  power  from  up- 
state New  York  to  municipal  offices  in 
New  York  City,  displacing  power  pre- 
viously supplied  by  Con  Ed. 

As  such  competition  grows,  Con 
Ed  and  other  high-cost  utilities  will  be 
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forced  to  cut  rates.  But  how?  If  Con 
Ed  had  cut  prices,  say,  by  50%  on  a 
third  of  its  commercial  load  last  year, 
to  meet  competition,  the  cuts  would 
have  wiped  out  more  than  half  of  its 
S880  million  operating  profit.  But 
competition  cannot  be  put  off  indefi- 
nitely. Warns  Peter  Bradford,  chair- 
man of  the  New  York  Public  Service 
Commission:  "Electric  utilities  need 
to  behave  as  if  retail  wheeling  is  going 
to  happen."  Standard  &  Poor's  has 
decided  mounting  business  risk  gives 
Con  Ed  a  "negative"  outlook. 


ee  work  force  he  inherited  three  years 
ago.  Forbes  has  learned  he  plans  to 
slash  the  payroll  by  another  5,000 
jobs  within  the  next  few  years.  But 
even  that  drastic  action  would  just 
bring  Con  Ed  down  to  the  industry's 
current  average  of  workers  per  kilo- 
watt generated — and  other  utilities 
are  still  cutting. 

One  way  Con  Ed  may  lighten  its 
costs  would  be  by  shedding  its  aging 
oil-  and  gas-fired  plants  that  ring  the 
Manhattan  waterfront  like  Pearl  Har- 
bor-era battleships.  Most  of  Con  Ed's 


Con  Ed  Chairman  and  Chief  Executive  Eugene  R.  McGrath 
"It's  obvious.  We  must  control  our  costs." 


Coping  with  these  difficult  prob- 
lems is  falling  to  Con  Ed  Chairman 
Eugene  R.  McGrath.  A  burly  former 
plant  manager,  McGrath  joined  Con 
Ed  right  out  of  Manhattan  College  in 
1963,  as  a  cadet  engineer  and  worked 
his  way  to  chairman  and  chief  execu- 
tive of  the  S6  billion  (revenues)  utilitv 
in  1990  at  age  48. 

McGrath  knows  what  he  must  do. 
"It's  obvious,"  he  says.  "We  must 
control  our  costs." 

McGrath  has  already  shed  about 
3,000  jobs  from  the  20,000-employ- 


cost  structure  is  in  its  transmission  and 
distribution  system;  the  net  asset  val- 
ue of  Con  Ed's  entire  9,000  mega- 
watts of  generating  capacity  has 
shrunk  to  about  S2  billion,  one-fifth 
of  Con  Ed's  total  electric  assets.  It 
hasn't  built  a  plant  in  20  years,  and 
doesn't  plan  to. 

McGrath  admits  that  one-fourth  of 
Con  Ed's  city- generating  plants  are 
probably  uneconomic  and  confirms 
he's  thinking  about  selling  or  spin- 
ning them  off.  Indeed,  Con  Ed  could 
probably  spin  off  all  of  its  generating 


plants  and  buy  back  power  fron 
new  owners  or  other  utilities, 
strategy  would  cut  about  20%  of 
Ed's  work  force. 

The  Utility  Workers  Union 
ready  objecting  to  the  idea  of  a 
off.  But  as  Irwin  Stelzer,  an  el< 
utilities  analyst  at  the  Amcricar 
terprise  Institute,  notes:  "There 
reason  an  urban  utility  has  to  gen 
its  own  power."  Besides,  the  c; 
markets  are  getting  restless.  Dt 
Con  Ed's  rising  earnings,  worrie 
vestors  in  recent  weeks  have  d 
the  company's  stock  down  even  : 
than  the  Dow  utility  average  ha: 
en,  to  barely  S30,  from  more 
$37  in  September.  At  current  p 
the  stock  yields  6.2%. 

Faced  with  a  possible  shrinkinj 
base  and  declining  reve 
McGrath  might  try  to  acquire  n 
boring  Central  Hudson  Gas  & 
trie  Corp.,  or  even  high-cost  ] 
Island  Lighting  Co.,  to  spark  i 
rate  base  growth.  Admits  McG 
"We  are  always  looking  for  syner 
opportunities." 

But  much  of  what  ails  Con 
beyond  Gene  McGrath's  cor 
For  example,  the  city  won't  let 
Ed  burn  cheap  coal.  Instead,  Cc 
must  burn  costly  natural  gas,  or 
sulfur  fuel  oil  that's  already 
dened  with  a  separate  city  tax 
suit:  It  costs  Con  Ed  more  th 
cents  to  generate  a  kilowatt-1 
Compare  that  with  the  5  cents  i 
pay  independent  power  proc 
Sithe  Energies  Inc.  for  power 
Sithe's    1 ,000-megawatt  gas- 
plant  under  construction  up 
in  Oswego. 

If  any  special  interest  g 
should  be  worried  about  Con 
health,  it's  New  York  City's  p 
cians.  Over  the  years  the  pols 
made  Con  Ed  a  collection  arm 
raft  of  hidden  taxes.  Over  25 
Con  Ed's  revenues  are  actually 
eminent  levies — from  property 
income  taxes  that  fund  schools 
welfare  programs,  to  surcharge 
the  New  York  subways.  That's  t 
the  tax  burden  in  the  billing 
Detroit  Edison,  number  two  ii 
country  for  hidden  tax  collect 
The  politicians  have  gotten  goo< 
out  of  Con  Ed.  But  the  last  thing 
high-cost  utility  needs  right  nc 
to  be  a  tax  collector,  too. 
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Global  Performance 

w 


Privatizations 


Completed  more 


privatization  transactions  in 


1992  and  1993  than  any  other 


investment  bank 


Source:  Securities  Data  Company 


CS  CS  First  Boston 


One  Firm    One  Name    One  Mission 


The  FDA  flamboyantly  announced  stiffer  rules 
for  drug  testing  after  five  hepatitis  victims  died. 
In  its  zeal  for  favorable  publicity, 
the  FDA  may  be  doing  more' harm  than  good. 

When  shunning 
risk  costs  lives 


By  Leslie  Spencer 

Food  &  Drug  Administration 
Commissioner  Dr.  David  Kessler's 
bearded  face  was  still  glow  ering  from 
newsstand  copies  of  Forbes  last 
month  (cover  story,  Nov.  22)  when  he 
made  more  headlines  with  a  proposal 
for  further  stiffening  the  rules  for  new 
drug  testing. 

The  occasion:  deaths  of 
5  out  of  1 5  participants  in  a 
National  Institutes  of 
Health  clinical  trial  of  fia- 
luridine,  a  new  drug  treat- 
ment for  hepatitis- B.  The 
FDA  announced  stiffer  rules 
on  all  new  drug  testing  on 
humans  because  these 
deaths  may  have  been  a  re- 
sult of  toxic  reaction. 

It  was  vintage  Kessler: 
When  faced  with  criticism, 
counter  by  grabbing  some 
favorable  headlines. 
"Kessler  is  a  very  politically  minded 
person,"  says  Kenneth  Kaitin  of  the 
Center  for  the  Study  of  Drug  Devel- 
opment at  Tufts  University.  "He  had 
to  respond  in  some  way." 

What's  the  story  here?  Hepatitis-B 
is  a  serious  problem.  The  15  partici- 
pants, all  volunteers,  were  chronic 
cases.  This  is  a  virus  so  deadly  that  up 
to  25%  of  chronic  cases  die  from  the 
liver  disease  it  can  cause.  In  fact,  the 
liver  failure  symptoms  the  FDA  says 
were  telltale  signs  of  trouble  mim- 
icked the  characteristic  results  of  hep- 
atitis-B.  Over  half  the  patients  had 
failed  to  respond  to  the  only  other 
known  treatment. 

Virtually  all  chronic  hepatitis- B 
cases  who  survive  will  remain  conta- 


gious carriers  as  long  as  they  live.  They 
can  pass  the  disease  on  to  sexual  part- 
ners, family  members,  health  care 
workers  and — for  women  of  child- 
bearing  age — their  babies. 

Like  aids,  hepatitis-B  is  frequently 
spread  through  sexual  contact  and 


I 


L 


FDA  Commissioner 
Dr.  David  Kessler 
Prefers 
avoiding  risks 
to  saving  lives? 


drug  use.  In  fact,  fialuridine  was  first 
tested  on  hiv  patients.  But  hepatitis- 
B,  which  strikes  about  300,000 
Americans  every  year,  can  be,  in  some 
circumstances,  100  times  more  com- 
municable than  aids. 

Ten  per  cent  of  those  infected — 
30,000  people — go  on  to  become 
chronic  carriers.  There  are  thought  to 
be  a  million  such  carriers  rn  the  U.S. 

Stopping  hepatitis-B  is  clearly  an 
important  objective.  Does  Kessler's 
latest  action  advance  or  retard  pro- 
gress? "We  don't  believe  [the  new- 
rules]  will  cost  a  lot  more  or  require  a 
lot  more  paperwork,"  says  FDA 
spokesperson  June  Wyman.  That's 
the  official  line,  but  fine  print  in  the 
fda's  proposals  reveals  recommended 


changes  that  would  double  th 
porting  requirements  of  clinical 
What  is  even  more  alarming  i 
the  kda  proposals  would  requ 
pharmaceutical  company  to  pre 
that  a  volunteer's  death  or  se 
symptom  is  caused  by  the  new 
even  where  the  odds  are  tha 
deaths  or  symptoms  would  hav 
curred  anyhow. 

The  inevitable  result:  further  c 
in  new  drug  development.  Tufts 
tin,  an  expert  on  regulation  c 
drug  market,  points  out  that  bu 
crats  at  the  FDA  cannot  possibly  r 
tor  unforeseen  side  effects  of 
drugs  as  well  as  the  scientists  con 
ing  the  tests. 

Kaitin  recognizes  the  reality  o 
drug     development  ignored 
Kessler:  Of  course  testing  dn 
risky.  There  will  be  tragedies  as 
as  there  are  new  drugs.  And 
drugs  are,  after  all,  tested  oi 
tients   with   serious  diseases 
which  there  are  no  cures.  In  d 
as  in  everything  else, 
can  be  no  gains  wit 
taking  some  risks. 

The  hepatitis-B  ep 
illustrates  the  Foo 
Drug  Administration' 
damental  problem  a: 
scribed  in  our  cover  stc 
regulatory  bureaucrac 
always  tend  to  place  a 
ing  risk  above  the  taki 
risks — even  if  this  n 
slowing  or  even  preve 
medical  breakthro 
Lives  saved  just  don' 
the  same  attention  ii 
media  as  lives  lost. 

"FDA  regulations  are  already  1 
the  most  stringent  of  any  ir 
world,"  says  Sam  Kazman  o 
Washington,  D.C.- based  Con 
tive  Enterprise  Institute.  "It's 
that  the  fda's  existing  regulatioi 
clinical  testing  of  drugs  are  disas 
from  a  public  health  standpoint, 
[Kessler's  headline-grabbing  pn 
als]  is  bound  to  make  it  worse." 

Tuberculosis  was  the  U.S.'  nu 
one  killer  in  1905,  claiming  15( 
victims.  The  estimated  half-m 
Americans  the  disease  would 
killed  this  year  are  lucky  that  th 
wasn't  "protecting"  them  and 
David  Kessler  wasn't  around  wit 
incessant  thirst  for  publicity. 
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It  wouldn't  be  the  holidays 
without  a  glass  of  Black. 


Ultimately  theres  Black* 


Send  a  gift  of  Johnnie  Walker®  Black  Label®  anywhere  in  the  U.S.A.  Call  1-800-238-4373.  Void  where  prohibited. 

©  1992  SCHIEFFELIN  &  SOMERSET  CO,,  NY,  NY  JOHNNIE  WALKER"1'  BLACK  LABEL*  BLENDED  SCOTCH  WHISKY  40%  Alc/Vol  (80*), 


SrnithKline  Beecham  top  management  doesn't  fear 
nealth  care  reform— it  is  ready  for  it. 

Heads  we  win, 
tails  we  win 


By  Rita  Koselka 

Its  bestsf.lling  drug  is  going  off 
patent.  Health  care  reform  is  likely  to 
limit  future  price  rises.  It's  had  set- 
backs on  new  drug  approvals. 

With  such  a  host  of  negatives, 
you'd  think  the  executives  at  Smith- 
Kline  Beecham,  the  $9.5  billion  (esti- 
mated 1993  sales)  Anglo-American 
drug  company,  would  be  looking 
dour.  Instead,  they've  got  opportuni- 
ty written  all  over  their  faces.  Says  an 
envious  senior  executive  with  a  com- 
peting drug  company:  "SrnithKline  is 
probably  the  least-known,  best-posi- 
tioned company  in  the  industry." 

SB's  top  management  team,  led  by 
Chief  Executive  Robert  Bauman,  62, 


and  Pharmaceuticals  Division  Chair- 
man Jan  Leschly,  53,  is  attacking  SB's 
problems  one  by  one.  Anticipating 
the  prospect  of  its  top-selling  drug, 
Tagamet  (over  $1  billion  in  1992 
sales),  going  off  patent  in  the  U.S. 
next  May,  SB  has  just  introduced  a 
radical  new  marketing  approach  for 
prescription  drugs — rebates  to  con- 
sumers. Patients  using  Tagamet 
(which  competes  with  Glaxo's  Zantac 
as  an  ulcer  treatment)  will  get  $10 
back  for  each  month's  dosage — typi- 
cally $80.  "SrnithKline  is  trying  to 
build  market  share  and  name  recogni- 
tion before  the  patent  expires,"  says 
Arvind  Desai  of  Mehta  &  Isalv,  an 


investment  advisor)'  firm  special 
in  health  care  companies.  "It's  a 
innovative  answer." 

The  company  is  also  trying  to 
lower- dosage  version  approved 
over-the-counter  remedy  for  h 
burn.  The  o-t-c  Tagamet  did 
receive  Food  &  Drug  Administr 
approval  last  summer,  but  si',  hop 
secure  clearance  in  the  next  year 

SB  has  several  new  drugs  ir 
pipeline  or  in  the  market,  v 
should  help  pick  up  the  slack.  An 
the  most  promising  that  are  all 
FDA-approved  and  selling  well: 
fen,  an  arthritis  treatment,  and  1 
an  antidepressant.  SB  is  awaiting 
approval  on  Kytril,  an  antinausea 
that  has  been  used  successful 
chemotherapy  treatments  ovei 
Famvir,  a  herpes  treatment,  and 
rix,  a  hepatitis-A  vaccine.  Sal< 
these  new  drugs  climbed  from  $  1 
million  for  the  first  nine  montl 
1992  to  $481.5  million  this  vcai 

Tagamet  represents  12%  of  SB 
tal  1992  sales  of  $9  billion,  but  al 
22%  of  the  company's  nearly 
lion  pretax  profit.  Inevitably,  dt 
the  new  drugs,  SB  will  see  some 
ings  erosion  when  Tagamet  com 
patent.  But  the  stock  market  seei 
have  overdiscounted  for  the  ero 


SrnithKline  Beecham  Chief  Executive  Robert  Bauman  Pharmaceuticals  Chairman  Jan  Leschly 

An  innovative  corporate  architect  for  a  lean  merged  company.      He  has  his  own  twist  for  developing  information  on  patien 
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Products  Designed  By  F.  A.  Porsche  Are 
Available  at  the  following 
Porsche  Design  Boutiques 

.     CORPORATE;  331  South  Rio  Grande  Street -Salt  Lake  City,  Utah  84101  -  Telephone  800.521.5152 
ERLY  HILLS;  236  North  Rodeo  Drive  -  Beverly  Hills,  California  9021 0  -  Telephone  3 1 0.205.0095  NEWPORT  BEACH:  South  Coast  Plaza  -  3333  Bristol 
st  -  Costa  Mesa,  California  92626  -  Telephone  714.662.2992  LAS  VEGAS;  The  Forum  Shops  at  Caesar's  -  3500  Las  Vegas  Boulevard  South 
s  Vegas,  Nevada  89109  -  Telephone  702.369.0410  ASPEN;  402  South  Galena  Street  -  Aspen,  Colorado  81611  -  Telephone  303.920.2889 

And  other  fine  stores  nationwide 
!  For  the  name  of  the  dealer  nearest  you  call  toll  free  800.521 .5152 
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A  car's  past  speaks 
volumes  about  its  future. 
The  more  impressive  its 
credentials,  the  better  the 
likelihood  it  will  perform 
its  appointed  tasks. 

Consider,  then,  the 
credentials  of  the  Toyota 
Camry. 

It's  ranked  in  the  Top 
Ten  models  in  J.D.  Power 
and  Associates'  Initial 
Quality  Study  for  the  last 
four  years,  and  in  the  most 
recent  study,  was  ranked 
best  model  in  initial  quality 
in  its  price  class? 

Automobile  Magazine** 
has  called  the  Camry  XLE  V6  "the  best  car 
built  in  America!' r 

In  other  words,  to  borrow  from  the  lan- 
guage of  resumes, 
it  comes  highly 
recommended. 

It  also  works 
well  with  others. 
The  Camry  not  only  has  room  for  five  adults, 
its  interior  amenities  offer  a  level  of  comfort 
and  luxury  normally  reserved  for  far  more 
expensive  cars.  It's  whisper  quiet,  largely 
due  to  such  technological  refinements  as 


a3t 


Built  In  America ' 


If  You  Could  1 
What  Would  Its 


liquid-filled  engine  mounts  to  lessen  noi 
and  vibration,  front  and  rear  sub-frame 
enhance  body  rigidity,  and  the  liberal  i 
vibration-dampening 
materials 
throughout. 

Of  course 
safety  on  the  job  is 
paramount.  Which 
is  why  a  passenger- 
side  air  bagtT  has  been 
added  for  1994.  So  now 
both  driver  and  passenger 

Rave  Reviews 


Buckle  Up!  Do  11  (or  those  who  low  you.  *J  D  Power  and  Associates  1990, 1991, 1992  and  1993  Initial  Quality  Studies1"  Price  class  claim  b«sed  on  $  17,001  to  $22,000  average  median  trans* 

J  D  Power  and  Associates  1993  Initial  Quality  Study*  Based  on  33,691  consumer  responses  indicating  owner-reported  problems  during  the  first  90  days  of  ownership 


/iew^bur  Car, 
ime  Look  Like? 


of  highway  driving. 
Or,  should  you  choose, 
simply  leave  it  all 
behind  you. 

And  while  the 
Camry  is  willing  to 
relocate,  no  matter 
where  it  ends  up,  it's  not 
far  from  where  it  started. 
The  majority  of  Camrys 
are  built 
here  in  the 
United  States, 


incorporating 
parts  from 
some  174 

Suppliers  in   Best  In  Its  Price  Class 

32  states,  at  Toyota  Motor 
Manufacturing  in  Georgetown,  Kentucky.  A 


Award-North  America  from  J.D. 
Power  and  Associates  for  two  of 


»y  that  peace  of  mind.  Naturally, 
edentials  like  steel  side-door  impact  plant  that's  received  the  Gold  Plant  Quality 
re  built  into 
imry  and 

the  past  four  years.m 

If  qualities  like  these  appeal 
to  you,  may  we  suggest  you  pencil 
in  a  test  drive  soon?  Call  1-800- GO- 


Dual  Air  Bags1 


Anti-lock 
rovide 
d  control 
)me  of  the  most 
ing  conditions, 
lew,  more  powerful  V6  engine  is 
\  for  '94,  with  188  horsepower, 

you  to  effortlessly 
ough  the  demands 


<®  TOYOTA  Camry 

"I  love  what  you  do  for  me" 


TOYOTA  for  a  brochure  and  location  of  your 
nearest  dealer. 

Because  outstanding  though  the  Camrys 
resume  may  be,  where  it 
truly  shines  is  one-on-one. 


fagazme,  September  1992  tMosl  Camrys  are  built  in  the  US  ttAlways  use  your  sealbelt  Driver-  and  passenger-side  air  bags  are  a  Supplemental  Restraint  System  (SRS)  TttJ  D  Power  and  Associates 
1993  Initial  Quality  Studies'"  1993  study  based  on  45410  consumer  responses  indicating  owner-reported  problems  during  the  first  90  days  of  ownership  ©1993  Toyota  Motor  Sales,  US  A.,  Inc. 


BREITLING 


1884 


CALLISTINO 
Woman's  watch  design  in  exclusive  production. 
Made  in  18K  gold,  with  full  gemstone  setting 
Genuine,  natural-hued  mother-of-pearl  dial. 
Glareproofed  sapphire  crystal.  Screw-locked 
crown.  Water-resistant  to  100  m 


AUTHORIZED  BREITLING  AGENT: 


TRADITIONAL  JEWELERS 

Fashion  Island 
Newport  Beach,  California  92660 
Tel:  (714)  760-8035  •  1-800-766-8035 


SmithKline  Beecham 

According  to  analyst  Desai,  SB  h; 
filth  largest  market  share  work 
among  pharmaceutical  compan 
1992,  but  ranked  only  tenth  in 
ket  value  at  the  end  of  Octobx 
$16.6  billion,  SB  has  half  the  rr 
capitalization  of  Roche,  althou 
had  20%  higher  ethical  drug  sa 
well  as  an  attractive  selection  of 
products. 

SmithKline  Beecham  was  fa 
in  1989  by  the  merger  of  the  Lor 
based  Beecham  with  Philadel 
based  SmithKline  Beckman.  R 
Bauman,  an  American  who  had 
most  of  his  career  at  General  1 
Corp.  and  moved  to  London  in 
to  run  Beecham,  understood 


We've  had  a  perceptk 
of  crisis  here.  But  it's 
good  thing.  It  makes 
people  think  about  hi 
to  do  things  differenl 


Beecham's  days  as  an  indepei 
company  were  numbered.  A 
while,  in  Philadelphia,  Smith 
Beckman's  chief  executive,  I 
Wendt,  was  looking  for  better  v, 
wide  distribution  and  a  cons 
business  that  would  help  offse 
cyclicality  of  ethical  drugs.  Bai 
recalls  the  logic  of  the  merger: 
could  both  see  that  we  didn't  ha^ 
critical  mass  or  research  budg< 
compete  long  term." 

Bauman  and  Wendt  disc 
merger  for  over  a  year.  But  onct 
decided  to  do  it,  there  was  no  dil 
lying.  Wendt,  60,  became  chail 
and  Bauman  was  named  chief  e 
tive.  They  split  the  companies 
350  teams  of  employees;  each 
was  given  six  months  to  submit « 
for  its  respective  business — wht 
headquarter  it,  what  facilities  it  v 
use,  what  jobs  it  required. 

"We  wanted  to  create  a  totalh 
company  and  get  the  employe 
buy  into  it  quickly,"  says  Bau 
"To  do  that,  they  had  to  feel  tha 
were  part  of  the  decision  proces 

The  plans  were  all  finalized  b> 
uary  1990.  By  consensus,  the 
work  force  was  reduced  14%, 
63,000  to  54,000,  over  the  nex 
years.  Among  the  new  exect 
Bauman  and  Wendt  hired  wa 
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Why  your  mother  would  prefer 
you  to  fly  Qantas. 


Bless  her  heart,  she  only 
wants  you  to  have  the  best. 

Oh,  and  of  cours"e^to  use 
some  of  the  thousands  of 
frequent  flyer  miles  that  you 
can  earn  on  Qantas  to  come 
home  and  visit  her  once  in  a 
while.  (On  Qantas,  you  can  earn 
miles  with  Alaska,  Canadian 
or  American  Airlines®,  or  with 
our  own  program.) 

It  makes  her  happy  to  know 
that  we'll  spoil  you  the  way  she 
used  to  do.  Our  outstanding 
reputation  for  both  safety  and 
maintenance  doesn't  do  any 
harm,  either. 

We've  been  around  since 
she  was  a  little  girl.  Yet  our  fleet 
is  one  of  the  youngest  in  the  air. 
And  we  have  more  flights  to 
Australia  and  the  South  Pacific 
from  North  America  than  any 
other  airline. 

After  all  that  she's  done 
for  you,  is  this  really  too 
much  to  ask? 

Call  your  travel  agent  or 
Qantas  at  1 -800-227-4500. 
And  give  your  mother  a  call 
sometime,  too;  she'd  like  that. 

THE  AUSTRALIAN  AIRLINE 


Qirie  Beecham 


Lcschly,  a  Dane  who  ranked  tenth  in 
world  tennis  in  1968.  As  former  presi- 
dent of  Squibb  Corp.,  Leschly  was 
well  versed  in  the  challenges  that  lay 
ahead  for  the  newly  merged  Smith 
Kline  Beecham:  Squibb  merged  with 
Bristol-Myers  in  1989. 

"We've  had  a  perception  of  crisis 
here  [at  SB],  because  of  the  merger 
and  then  of  Tagamet,'"  says  Leschly, 
who  will  take  over  from  Bauman  as 
chief  executive  in  April  1994.  "[But] 
it's  a  good  thing;  it  makes  people 
think  about  how  to  do  things  differ- 
ently, which  is  absolutely  necessary 
w  ith  health  care  reform." 


countries. 

A  building  block  for  SB's  future  is  its 
$1  billion  (revenues)  clinical  lab 
group,  the  largest  in  the  U.S.,  with 
about  5.5%  of  the  $20  billion  market 
for  testing  in  the  U.S.  Vickery 
Stoughton,  head  of  SB's  labs,  notes 
that  the  clinical  testing  industry  is 
currently  in  the  throes  of  consolida- 
tion and  under  intense  price  pressure. 
But  he  makes  a  good  case  that  its 
long-term  prospects  are  bright. 

"With  more  people  insured  and  a 
focus  on  cost  containment  and  pre- 
ventive care,  there  will  be  more  peo- 
ple being  tested  more  often,  so  dis- 


Henry  Wendt,  chairman  of  SmithKline  Beecham 
He  spent  a  year  talking  through  a  merger. 


Leschly  describes  SB  as  "a  total 
health  care  company."  What  he 
means  is  that  it  has  strategically  spread 
its  bets  across  the  board.  In  addition 
to  proprietary  pharmaceuticals,  SB  has 
a  large  consumer  and  over-the- 
counter  business,  with  products  such 
as  Turns  and  Contac  cold  medicine.  It 
also  has  the  world's  largest  market 
share  in  vaccines .  with  $517  million  in 
sales.  Vaccine  sales  should  increase 
with  universal  health  coverage  in  the 
U.S.  and  growing  international  de- 
mand,  particularly   in  developing 


eases  can  be  caught  and  treated  ear- 
ly," says  Stoughton.  "And  more  test- 
based  monitoring  of  patients,  which 
won't  require  doctor  visits." 

With  increasing  economies  of  scale, 
Stoughton  thinks  he'll  be  able  to 
wring  out  costs  and  increase  the  labs' 
current  10%  operating  margins. 

For  Leschly,  the  clinical  labs  busi- 
ness is  a  cornerstone  in  SB's  future 
strategy.  The  idea  is  to  use  the  testing 
business  to  create  a  massive  informa- 
tion base.  Testing  data  can,  for  exam- 
ple, identify  areas  on  which  to  focus 


research  to  develop  new  drugs, 
haps  even  more  important,  it 
create  databases  on  patient  outcd 
using  various  treatments  to  help 
products  to  managed  care  prov 
and  insurers. 

This  latter  field  is  dubbed  " 
comes  analysis."  The  whole  hi 
care  industry  is  talking  about  ho 
get  and  systematize  informatio: 
the  most  cost-effective  treatment 
different  patient  profiles. 

And  with  good  reason.  While  \ 
maceutical  makers  are  taking  a  1 
heat  from  the  Clinton  Admini 
tion,  drugs  account  for  only  7 
health  care  spending  in  the  U.S.  ^ 
to  doctors  and  hospitals  make  up 
two-thirds  of  spending,  accordir 
Robert  Easton  of  The  Wilkc 
Croup,  a  health  care  consulting 
SB  believes  that  pharmaceutical 
testing  products  will  be  increas 
understood  as  the  cheapest  wi 
treat  patients,  or  prevent  them 
getting  sick.  It  is  trying  to  pos 
itself  accordingly. 

"We  have  to  serve  the  custon 
says  Leschly.  "The  only  w  ay  to  dc 
is  to  have  the  information  to  : 
them  that  using  this  drug  is  the 
cost-effective  way  of  treating  thi 
tient."  Leschly  is  already  woi 
closely  with  major  prov  iders  liki 
country's  largest  HMO,  Kaiser 
manente  of  California,  and  c 
managed  care  vendors.  It  wan 
develop  profiles  of  patients' 
treatments. 

If  all  this  sounds  somewhat  fi 
iar,  that's  because  Merck  8c  C 
paying  $6.3  billion  for  Medco  < 
tainment  Services,  the  mail-c 
drug  house,  to  get  access  to  its  d 
bution  system  and  information 
Unlike  Merck,  SB's  Bauman 
Leschly  don't  need  to  buy  anc 
distribution  channel.  Instead, 
are  using  SB's  sales  force  more  e 
tively.  The  SB  team  also  displays 
interest  in  paying  a  premium  to  1 
generic  drug  manufacturer,  as  M; 
Merrell  Dow  recently  did  with  ] 
by,  and  Hoechst  did  with  Q 
Pharmaceutical.  Leschly:  "I  im£ 
manufacturing  will  become  a  sn 
component  of  SB  over  time." 

Prognosis:  Here's  a  health 
company  that  seems  positione 
win  no  matter  what  form  health 
reforms  take. 
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What's  The  Difference  Between  Buying 
Mutual  Funds  through  A  Full-Commission 
Broker  And  Charles  Schwab? 


LOOK  HERE 


The  difference  is  Charles  Schwab's 
utual  Fund  OneSource™  service— where 
ery  dollar  you  invest  goes  to  work  for  you. 

Now,  with  just  one  phone  call  you  can 
oose  from  over  200  no-load  mutual  funds 
>m  well-known  fund  companies  like  INVESCO, 
lentieth.  Century  and  Janus— and  pay  no  loads 
transaction  fees. 

That  means  that  every  penny  of  every  in- 
stment  dollar  goes  to  work  for  you  from  the  start 
id,  no  matter  how  many  funds  you  own,  you'll 


receive  a  single  easy-to-understand  statement. 

And  to  help  select  and  track  your  invest- 
ments, Schwab's  Mutual  Funds  Performance 
Guide®  is  yours  free  when  you  open  an  account. 

To  put  all  your  money  to  work  for  you, 
stop  by  one  of  our  190  local  Schwab  offices  or 
call  us  today  at  1-800-2  NO-LOAD,  ext.  86. 

Charles  Schwab 

Helping  Investors  Help  Themselves™ 


will  provide  you  with  a  free  prospectus  for  any  fund  available  through  Schwab.  Please  review  the  prospectus  carefully  before  investing. 

e  funds  may  charge  12b- 1  fees  in  excess  of  0  25%.  Mutual  funds  have  management  fees  Available  funds  may  change  Fees  may  be  reinstated,  and  other  restrictions  may  apply 
vab  reserves  the  right  to  change  the  funds  available  with  no  transaction  fees  (NTF)  and  reinstate  the  fees  on  any  funds  NTF  shares  purchased  may  always  be  sold  without  trans- 
in  fees.  However,  if  you  paid  a  fee  to  purchase  a  fund,  you  will  be  charged  Schwab's  normal  transaction  fee  to  sell  it  as  well  If  you  make  ">  or  more  short-term  redemptions  of 
funds  (shares  held  6  months  or  less),  in  a  12-month  period,  you  will  be  charged  fees  on  your  future  mutual  fund  trades  Charles  Schwab  &  Co ,  lnc  ©  1993  Member  S1PC/NYSE 


MHHHHHnHHMHI 


If  you've  a  fishing  story  or  adventure  to  tell  about,  drop  us  a  line. 


WATCH  OUT  FOR  THESE  MEN.  They've  caught  big 
Faced  meaner  foes.  Handled  tougher  situations  than  most. 

They're  Tennessee  whiskeymen,  trading  stories  in 
Jack  Daniel's  old  office  here  at  the  distillery.  That's  Bull 
Waggoner  on  the  right,  going  on  about  the  trophy 
bass  he  caught  last  spring.  (We're  still  trying  to  account 
for  its  existence.)  Some  tall  tales  will  fill  this  room  before 
everyone's  through.  But  when  these  men  talk  of  how 
faithful  we  are  to  Jack  Daniel's  whiskeymaking  ways, 
there's  no  exaggeration. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 

Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361).  Tennessee  37352 

Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government 


esident  Clinton  can  have  his  budget  cuts  without 
stroying  Radio  Free  Europe/Radio  Liberty.  Here's  how. 


rhe  Prague 
iption 


r  MICHAEL  NOVAK 


iael  Novak  holds  the 

ge  Frederick  Jewett  chair  in  religion  and 

ic  policy  at  the  American  Enterprise 

:ute  in  Washington,  D.C.  His  book  The  Spirit 

imocratic  Capitalism  has  been  widely 

Jated  around  the  world. 


midnight,  just  as  Nov.  17  began, 
le  Americans  from  Radio  Free  Eu- 
e/Radio  Liberty  stood  beneath 

high  walls  of  Hradcany  Castle 
king  out  over  the  quiet  roofs  of 
gue.  In  the  floodlights  playing  on 

castle  walls  a  light  snow  whirled; 
1  the  moist  wind  was  awesomely 
i — exactly  the  way  it  had  been, 
le  remembered,  the  night  before 
Velvet  Revolution  had  begun  ex- 
y  four  years  earlier. 
"his  fourth  anniversary  night  the 
gue  that  lay  before  our  eyes  was 
:.  Over  the  castle,  the  traditional 
iner  snapped  against  the  night  sky, 
lifying  that  President  Vaclav  Havel 

in  residence — not  some  commu- 
:  boss,  but  a  freely  elected  leader, 
[  one  of  the  most  eloquent  voices 
he  West  on  such  subjects  as  liberty 
1  truth. 

mere  being  so  little  traffic  at  mid- 
tit,  our  driver  tried  to  take  a 
big-way  shortcut  down  a  one-way 
et;  a  police  car  stopped  us,  but  this 
i  not  the  Prague  of  the  communist 
t.  The  police  were  softspoken  and 
ite  as  they  wrote  out  the  ticket,  no 


one  was  afraid,  no  intimidation  lay  in 
the  air. 

In  Prague  much  credit  for  this 
transformation  is  given  to  Radio  Free 
Europe.  There  is  even  a  museum  in 
town  with  rooms  dedicated  to  its 
honor.  Many  leaders  in  the  Czech 
government  today  will  tell  you  that 
they  began  to  learn  the  ideas,  habits, 
and  practicalities  of  liberty  from  rfe. 
People  volunteer  that  they  still  de- 
pend on  it,  especially  for  cross-report- 
ing from  other  countries  in  Eastern 
Europe.  They  like  its  independence 
from  partisan  entanglements.  "Radio 
Free  Europe  is  the  best  brand  name  in 
Eastern  Europe,'1''  one  Czech  told  me. 

Our  group  of  Americans  was  in 
Prague  to  study  what  should  be  done 
with  the  Radios,  a  precious  asset  capa- 
ble of  reaching  over  350  million  peo- 
ple in  the  region  probably  most  deci- 
sive for  the  shape  of  the  21st  century. 
If  this  vast  region — stretching  from 
the  Baltic  Sea  to  the  farthest  reaches  of 
Siberia — becomes  free  and  prosper- 
ous, the  next  century  will  be  a  golden 
age;  and  if  it  descends  into  misery  and 
warfare,  that  century  may  be  bloodier 
than  the  20th. 

The  Clinton  Administration  has 
scheduled  these  Radios  for  drastic 
budget  cuts  (from  about  $210  mil- 
lion today  to  $75  million  by  Septem- 
ber 1995).  The  cuts,  although  (in  my 
judgment)  unwise,  are  doable.  They 
are  doable  if  the  headquarters  can  be 
moved  out  of  forbiddingly  expensive 
Munich  and  the  overall  budget  cut  by 
two-thirds. 

One  fresh  alternative:  Reconstitute 
the  Radios  in  Prague.  In  Vaclav  Havel 
as  president  and  Vaclav  Klaus  as  prime 
minister,  the  Czechs  may  have  the 
two  most  intellectually  distinguished 
leaders  of  any  nation  in  the  world— 
and  they  want  the  Radios. 


"Since  1989,"  our  delegation  is 
told  by  Deputy  Foreign  Minister  Pa- 
vel Bratinka,  "the  West  has  given  the 
formerly  communist  nations  a  torrent 
of  words.  The  European  Community 
has  put  up  tariffs  against  our  goods. 
NATO  is  holding  us  away.  The  com- 
munist parties  tell  voters  that  the  West 
does  not  really  want  the  East,  that 
only  the  communists  know  how  to 
control  ethnic  tensions,  and  that  the 
people  of  Eastern  Europe  have  again 
been  abandoned,  as  at  Yalta.  When 
will  we  see  deeds  from  the  West? 
When  will  one  of  your  leaders  cross 
the  Rubicon,  the  one  that  separates 
the  Land  of  Words  from  the  Land  of 
Deeds?" 

If  the  Czechs,  the  Poles  and  the 
others  are  not  to  get  membership  in 
NATO  or  the  European  Community, 
we  can  at  least  recognize  their  real 
achievements  by  putting  the  new  ver- 
sion of  Radio  Liberty  and  Radio  Free 
Europe  in  their  midst. 

In  Prague  the  government  has  of- 
fered, virtually  rent-free,  the  single 
best  piece  of  real  estate  in  the  city, 
tucked  between  the  National  Opera 
and  the  National  Museum  at  the  head 
of  Wenceslas  Square.  Already  inter- 
nally computerized,  courtesy  of  a  gift 
from  the  U.S.  Congress,  that  building 
is  ideal  for  the  Radios. 

Maybe  President  Clinton  will  be 
the  leader  who  crosses  the  Rubicon 
and  does  the  deed.  I  can  see  him 
standing  with  President  Havel  and 
Prime  Minister  Klaus  above  Wences- 
las Square,  announcing  that  the  torch 
of  liberty  is  being  passed  eastward  by  a 
new  generation  of  leaders,  committed 
to  not  making  the  same  old  mistakes 
of  the  past  but  beginning  anew — 
while  mentally  thinking  to  himself 
that  the  whole  thing  can  be  a  budget- 
cutter,  tOO.  9M 
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Japan  Inc.  is  up  to  some  of  its  old  industrial  planning 
tricks,  this  time  in  medical  equipment. 

They  say  change, 
hut . . . 


By  Gale  Eisenstodt 

JAPAN'S  NEW  GOVERNMENT  talks  up  a 
storm  about  opening  domestic  mar- 
kets to  foreign  competition.  You'd 
never  know  it  from  the  medical  equip- 
ment sector.  Here  Japan  Inc.  contin- 
ues its  old  tricks  of  helping  domestic 
companies  withstand  the  harsh  winds 
of  international  competition. 

Medical  equipment  is  on  the  priori- 
ty list  of  bureaucrats  in  Tokyo.  This  is 
a  market  where  the  U.S.  is  eating 
Japan's  noodles:  U.S.  companies  have 
a  52%  share  worldwide,  versus  7%  for 
Japan's  makers  (outside  Japan). 

Just  look  at  what's  happening  in 
pacemakers.  Medtronic  of  Minne- 
apolis is  a  world  leader  in  this  technol- 
ogy and  has  a  40%  share  of  Japan's 


pacemaker  market.  It  is  trying  to  be  a 
good  citizen  in  Japan:  It  produces  half 
of  the  pacemakers  it  sells  in  Japan  at  its 
Hokkaido  plant  and  does  a  lot  of 
research  in  Japan.  "We  want  to  do 
R&D  as  close  to  the  customer  as  pos- 
sible," explains  Lowell  Jacobsen, 
chairman  of  Medtronic  Japan. 

All  that,  however,  is  not  good 
enough.  The  Japanese  government  is 
determined  to  have  a  native  Japanese 
pacemaker.  So  last  year  the  govern- 
ment put  up  about  70%  of  the  capital 
for  a  $20  million  research  project  to 
develop  a  Japanese  pacemaker.  Pri- 
vate investors  include  Terumo,  a 
medical  equipment  maker,  Yuasa  Bat- 
ten' and  NTT  Electronics. 


This  bit  of  industrial  policy  has 
to  come  up  with  a  product. 

Then  there  is  magnetic  source 
aging  (MSI).  Pioneered  in  the  r 
1980s  by  tiny  Biomagnetic  Tech 
ogies  Inc.,  of  San  Diego,  MSI  meas 
electric  signals  generated  by  the  bi 
enabling  doctors  to  observe  funct. 
al  disorders  and  so  reduce  surf 
risks.  Biomagnetic,  the  only  comr. 
so  far  with  FDA  approv  al  for  MSI, 
installed  three  of  its  latest  S2.5  mil 
systems  in  the  U.S.  It  has  also  sold 
of  these  machines  in  Japan. 

This  renewed  example  of  U.S.  1< 
ership  was  more  than  the  Japai 
bureaucrats  could  stomach.  1 
have  organized  a  consortium  to 
velop  the  underlying  technologies 
a  rival  MSI.  The  consortium  inch 
such  heavyweights  as  Toshiba,  P 
chi  and  Shimadzu.  Jeffery  Sturg 
Biomagnetic  director,  figures 
consortium  is  spending  about  S 
million.  (Its  official  budget  is 
million.)  Biomagnetic,  which  i 
getting  any  U.S.  government  aid, 
have  total  revenues  this  year  of  jus 
million  to  S8  million.  The  Amer 
startup,  which  is  quoted  on  Nasi 
has  yet  to  turn  a  profit. 

Biomagnetic  is  headed  for  its 
showdown  with  participants  in 
Japanese  government  project.  Ir 


Production  of 
computerized 
tomography  ma- 
chines at  GE's  7! 
owned  venture  v\ 
Yokogawa  Electr 
A  success  in 
Japan  despite 
the  bureaucrat 
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Yoni  have  to  promise 
you'll  bring  it  back. 


THE         JAGUAR          DREAM  LEASE 

5T9*a  month/24  months 

2950    DOWN    PAYMENT/$3529    CASH    DUE    AT  SIGNING 


THANKS  TO  THE  NEW  Jaguar  Dream  Lease,  the  only  risk 
you'll  find  in  leasing  a  new  Jaguar  is  that  you  may  never 
want  to  give  it  back. 

If  you  think  you  can  handle  that,  the  rest  is  easy. 

In  fact,  the  Dream  Lease  is  the  most  risk  free  lease 
available  today.  It  lasts  only  24  months,  so  there's  no 
long-term  commitment  on  your  part.  And  the  price  is 
just  $579  a  month*  and  comes  with  no  hidden  costs  and 
no  hidden  fees. 

Best  of  all,  it  also  comes  with  the  Dream  Guarantee- 


a  30-day  grace  period  in  which  you  can  return  your  new 
Jaguar  for  a  full  refund  of  your  money  if  you're  not 
completely  satisfied.** 

What's  more,  for  the  entire  length  of  the  lease,  you'll 
drive  with  the  confidence  of  our  bumper-to-bumper 
warranty  coverage  (up  to  50,000  miles)  and  the  peace 
of  mind  from  our  24-hour  roadside  assistance. t 

See  a  Jaguar  dealer  for  more  details  or 
call  1-800-4-JAGUAR.  You'll  be  glad 
vou  did.  We  promise.  JAGUAIT 


ENJOY  TOMORROW.  BUCKLE  UP  TODAY 


r  qualified  lessees  through  Jaguar  Credit.  Take  remit  delivery  from  dealer  stock  by  December  31,  1993.  1994  Jaguar  XJ6  example  based  on  $52,330  MSRP.  including  transportation,  excluding 
rising,  registration  and  taxes.  24  monthly  payments  of  $578. 74  totaling  $13,889. 76.  Assumes  capitalized  cost  of 84.36%  of  MSRP.  No  security  deposit  required.  Option  to  purchase  at  lease  end 
'redetermined  residual  value.  Closed-end  lease.  Lessee  is  responsible  for  excess  wear  and  tear  ami  $.15  per  mile  for  miles  in  excess  of 30,000.  See  your  dealer  for  details.  Subject  to  credit  approval 
i  insurability  as  determined  by  Jaguar  Credit.  Prices  vary  in  California  and  Hawaii.  **See  your  dealer  for  complete  details  on  the  Dream  Guarantee,  limit  one  return  per  customer  per  vehicle. 

^See  your  dealer  for  a  copy  of  this  limited  warranty,  inclutling  roadside  assistance. 
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s  industrial  policy 


lier  government  contract  for  an 
MSI,  the  specifications  were  interpret- 
ed to  favor  Osaka  Gas,  a  Japanese  firm 
that  is  working  with  a  Canadian  com- 
pany. Osaka  Gas  has  begun  to  apply  to 
Japan's  Ministry  of  Health  for  ap- 
proval for  a  system.  Sturgis  has  seen 
one  Osaka  Gas  system  that  is  striking- 
ly similar — including  early  design 
flaws— to  one  Osaka  Gas  purchased 
In  >m  Biomagnetic  in  1989.  "I  don't 
want  to  sound  like  a  whining  Ameri- 
can, "  says  Sturgis.  "But  a  lot  of  what  I 
see  doesn't  seem  kosher." 

U.S.  companies  also  dominate  in 
heart  valves  and  artificial  joints.  Ja- 
pan's Ministry  of  Health  is  going  after 
this  U.S.  beachhead — only  this  time  it 
wants  to  use  price  controls.  John  Pier- 
son,  president  of  Stryker  Japan,  which 
sells  hips  and  knees,  says  that  the 
proposed  pricing  system  "might 
make  it  unprofitable  to  bring  new 
technologies  into  Japan." 

In  short,  the  bureaucrats  seem  fran- 
tic to  do  something  about  U.S.  supe- 
riority in  health  care  technology. 

Japan's  population  is  aging  fast,  so 
health  care  is  becoming  a  big  busi- 


ness. Increased  demand  is  good  for 
U.S.  firms  already  in  Japan,  firms  that 
the  government  leaves  alone. 

Baxter  International,  for  example. 
It  has  an  80%  share  of  Japan's  home 
dialysis  business,  a  market  that  is 
growing  15%  a  year.  Bright  blue-and- 
white  vans  bearing  the  company's 
name  regularly  wind  through  Tokyo's 
narrow  streets  to  make  door-to-door 
deliveries  to  patients.  Baxter's  reve- 
nues in  Japan:  $500  million. 

Ciba  Corning  has  a  60%  share  of  the 
blood  gas  analyzer  market. 

GE's  75%-owned  venture  with  Yo- 
kogawa  Electric  maintains  a  30%  to 
40%  share  of  Japan's  CT  scanner  mar- 
ket, behind  Toshiba  but  ahead  of 
Hitachi.  Last  year  revenues  for  GE's 
Japan  operations  were  $600  million. 
"We  [American  firms]  are  accus- 
tomed to  serving  very  demanding 
customers — U.S.  doctors,"  says 
Goran  Malm,  president  of  GE  Medical 
Systems  Asia. 

A  few  Japanese  firms,  such  as  Olym- 
pus Optical,  are  world  class  in  medical 
equipment  and  have  achieved  this 
without  government  help  (see  box). 


But  with  only  rare  exceptions,  Jap 
industrial  policy  has  achieved  litt 
health  care.  Earlier  this  year  the  J* 
istry  of  Health  was  forced  to  withe 
a  combined  vaccine  against  mui 
rubella  and  measles  that  it  had 
couraged  three  Japanese  firms  tc 
velop  jointly,  though  Merck  aln 
offered  a  safe  product.  The  Japa 
vaccine  caused  severe  illness  in  1. 
children. 

Japanese  bureaucrats  have  pror 
ed  industrial  policy  to  build  a  1 
health  care  technology  industry 
government  money  and  with  gov 
ment  hurdles  strewn  in  the  pat 
U.S.  competitors.  But  so  far  this 
been  self-defeating.  Price  con 
eliminate  the  incentive  for  ex| 
mentation.  All  physicians  and  all 
pitals,  good  or  bad,  receive  the  s 
fee  for  a  procedure.  Sam  Nalb 
former  head  of  the  American  Cf 
ber  of  Commerce  in  Japan's  mei 
equipment  committee,  expl 
"The  way  to  get  ahead  in  a  bureai 
cy  [such  as  Japan's]  is  to  avoid 
takes,  while  in  the  open  market 
way  to  succeed  is  to  innovate." 


A  successful 
exception 

Olympus  Optical  is  best 
known  in  the  U.S.  for  its 
cameras,  but  the  camera 
business  is  lousy.  Never 
mind.  Olympus  has  its 
medical  equipment  busi- 
ness. Olympus  is  one  of 
the  few  Japanese  medical 
equipment  companies 
that  compete  successfully 
with  U.S.  rivals  in  inter- 
national markets. 

Olympus  has  80%  of 
the  global  market  for  flexi- 
ble endoscopes,  delicate 
precision  instruments  used 
to  peer  inside  the  body. 
Endoscope  sales  last  year 
were  around  $1.2  billion, 
over  60%  of  which  were 
sold  abroad.  Medical 
equipment  now  accounts 
for  55%  of  sales,  up  from 
38%  a  decade  ago.  Operat- 
ing profits  for  this  divi- 


sion are  17%. 

Today  the  hot  new 
growth  area  is  in  rigid  en- 
doscopes (rigidscopes) 
used  to  perform  surgery 
through  a  series  of  small 
incisions  in  the  patient, 
rather  than  an  open  cut. 
This  less  invasive  technique 
has  become  popular  for 
gall  bladder  surgery  and  is 
expanding  to  appendec- 
tomies and  other  areas. 

Olympus,  however, 
has  only  20%  of  this  market, 
and  a  much  smaller  share 
when  the  peripherals  are 
added  in.  To  improve  its 
standing,  Olympus  formed 
aii  alliance  with  Johnson 
&  Johnson  last  year  to  do 
joint  development  and 
marketing  worldwide. 

The  personable  Masa- 
toshi  Kishimoto,  58,  who 
became  president  of 
Olympus  in  June,  isn't 
spending  a  lot  of  time 
begging  his  government 


Masatoshi  Kishimoto, 
president  of  Olympus  Optical 
Looking  for  a  new  niche. 


for  help.  But  he  also 
doesn't  want  the  company 
to  become  too  depen- 
dent on  endoscopes. 

Kishimoto  talks  about 
diversification.  He  is  partic- 


ularly interested  in  the 
image  processing  area, 
centrating  on  niche  an 
where  Japan's  big  eleci 
ics  companies  aren't  lil 
ly  to  go.  -G.E 
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Reduce  your  salt  intake. 


here's  one  thing  that  can  help  lower 
ir  blood  pressure  this  year,  it's  a  new 
nge  Rover. 

Because  within  every  1994  ( lounty 
J  County  LWB  lie  the  kinds  of  tea- 
ls that  will  make  you  feel  comfortable 
winter  long. 

Like  an  electronic  traction  control 
tern  which,  along  with  advanced 
i-lock  brakes,  offers  better  traction 
n  any  other  4x4. 


A  revolutionary  electronic  air  suspen- 
sion. Formidable  V-8  engine.  A  tastefully 
opulent  interior.  And  a  permanent  four- 
wheel  drive  system  that  will  help  you 


RANGE  ROVER 


guide  snowplows  safely  along  their 
designated  routes. 

So  why  not  call  l-800-FINE  4WD  for 
your  nearest  dealer? 

Granted,  with  a  starting  price  of 
around  $47,000*  the  County  and  even 
more  evolved  County  LWB  are  hardly 
inexpensive. 

But  then  again,  nothing  else  on  the 
road  is  better  equipped  to  help  j  u 
pass  the  salt. 


■ 


Swraj  Paul  believes  there's  no  such  thing  as  bad  businesses, 
just  poorly  run  ones.  In  his  Midwest  metal-bending 
operations,  he's  showing  what  he  means. 

"There  are  a  lot 
of  opportunities" 


By  Amy  Feldman 

Swraj  Paul  visits  his  U.S.  companies 
only  a  few  times  each  year,  but  the 
London -based,  India-born  business- 
man keeps  in  close  touch  with  them. 
As  he  did  in  Britain,  the  62-year-old 
Paul  has  taken  over  marginal  metal- 
fabricating  businesses  and  whipped 
them  into  shape. 

Take  Chesterfield,  Mo. -based  Bull 
Moose  Tube  Co.  Bull  Moose  was  an 
$86  million  (1989  sales)  division  of 
National  Intergroup,  turning  steel 
coils  into  tubes  and  pipes  for  products 
like  exercise  machines,  lawn  mowers 
and  patio  furniture.  It  was  profitable 
but  seemed  to  be  going  nowhere. 

In  1988  National  followed  other 
integrated  steel  producers  in  putting 
its  tubing  division  on  the  block.  Paul, 
already  looking  for  a  way  to  expand 
his  interests  to  the  U.S.,  jumped  at  the 
chance,  paying  $43  million.  "For  Na- 
tional it  was  a  small  business,  but  for 
us  it's  a  big  business,"  says  the  avun- 
cular-looking Paul.  His  privately  held 
Caparo  Group  Ltd.  owns  a  maze  of 
companies,  mostly  in  Britain,  that 
chum  out  more  than  800,000  tons  of 
mundane  metal  products,  like  steel 
tubing,  wire  and  merchant  bar 
(Forbes,  June  4,  1984). 

Paul  traveled  to  London  in  1966  to 
get  treatment  for  a  young  daughter, 
who  w  as  then  dying  of  leukemia.  His 
daughter  died  the  following  year,  but 
Paul  decided  to  stay.  He  got  a  bank 
loan  and  bought  a  small  tubing  fac- 
tor}', Natural  Gas  Tubes.  Over  the 
next  two  decades,  Paul  built  this 
group  to  $600  million  in  sales  and 
more  than  $40  million  in  profits. 
Forbes  estimates  that  the  Paul  family 
is  worth  (through  trusts)  around 


ABOVE: 

$500  million.  Making  tube  in 

When  he  bought  Bull  Moose,  Paul  South  Wales 
was  not  entirely  a  stranger  to  the  U.S.  RIGHT: 
He  was  trained  as  a  mechanical  engi-  Caparo  Group's 
neer  at  the  Massachusetts  Institute  of  Swraj  Paul 
Technology.  And  Bull  Moose  w  as  By  cutting  costs 
right  up  Paul's  alley.  Nobody  knows  and  upgrading 
more  about  metal  fabrication  than  he  technology,  he's 
does,  and  few  people  have  more  expe-  created 
rience  wringing  excess  costs  out  of  old  opportunities 
factories.  Paul's  few  failures,  such  as  that  others 
his  takeover  of  a  British  consumer  missed  in  metal- 
electronics  concern  that  had  falsified  bashing, 
its  books,  came  from  not  knowing  the 
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business. 

In  some  ways  Paul  resembles  Tai- 
wanese petrochemical  billionaire  Y.C. 
Wang  (Forbes,  July  15,  1985),  who 
has  built  a  huge  U.S.  business  on 
petrochemical  products  others  have 
discarded.  Swraj  Paul  has  done  simi- 
larly but  in  a  different  business. 

Since  he  took  it  over  in  1988,  Bull 
Moose's  sales  have  risen  by  103%,  to 
$175  million.  Operating  profits  have 
also  doubled,  to  $15  million.  In 
1989,  only  ten  months  after  buying 
Bull  Moose,  Paul  began  talking  with 
Bull  Moose  President  Charles  Em- 
menegger  about  acquisitions.  Their 
first  choice:  Elkhart,  Ind. -based  Bock 
Industries,  a  $40  million  (sales)  struc- 
tural tubing  maker  that  had  been 
shaken  by  its  president's  death  in  a  car 
accident.  Paul  won  it  with  a  bid  of  $40 
million. 

Bock's  structural  tubes  are  used  in 
buildings,  agricultural  equipment 
and  sprinkler  systems.  They  meshed 
well  with  Paul's  U.K.  company,  Natu- 
ral Gas  Tubes.  With  the  new  prod- 
ucts, Paul  pushed  Bull  Moose  to  ex- 
port some  10%  of  its  products. 
Among  its  specialties:  premium  prod- 
ucts, like  4- by-  16-inch  rectangular 
tubes,  which  sell  for  over  $700  per 
ton,  versus  around  $500  per  ton  for 
structural  tubes  on  average. 

At  the  same  time,  Paul  expanded 
incentive -based  pay  throughout  the 
company.  Top  managers  receive 
phantom  stock  that  pays  dividends 
but  cannot  be  sold.  Hourly  workers 
get  incentive  pay,  calculated  daily, 
based  on  specific  performance  bench- 
marks for  each  product.  The  unions 
agreed  to  take  a  cut  in  base  pay  in 
conjunction  with  the  incentives.  But 
productivity  increased,  and  so  did  the 
workers'  income. 

Paul  wasted  little  time  in  demon- 
strating that  he  is  more  than  just 
another  cost-cutter.  He  knew  that  to 
differentiate  itself  from  competitors 
like  UNR-Leavitt,  Welded  Tube  Co.  or 
Copperweld,  Bull  Moose  had  to  get 
rid  of  the  bottlenecks  that  crop  up 
during  the  fabrication.  The  problems 
arise  because  the  same  mill,  for  exam- 
ple, is  used  to  make  a  multitude  of 
different  tubes,  so  tooling  must  be 
manually  changed  for  each  specifica- 
tion— a  process  that  can  take  up  to 
seven  hours  in  a  large,  structural  mill. 

To  speed  up  service  without  keep- 
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Your  equity  offering  is  20  minutes  old  and  the  bears  think  they  smell  breal 


You  knew  this  wouldn't  be  easy. 

The  markets  been  turbulent.  This  mornings  news 
from  Europe  sent  interest  rates  up,  the  dollar  down  and 
the  futures  markets  to  discounts.  So  trading  has  been 
slack  from  the  opening  bell,  and  now  the  bargain  hunters 
are  trying  to  cut  your  price. 


This  is  a  crucial  moment  for  you  —  and  your 
ment  bank.  Its  why  you  were  so  careful  in  selecting  t 

They  did  their  homework  and  won  your  buf 
Then  they  sat  with  you  and  built  a  strategy.  Struck  t 
nght  balance  for  your  issues  size  and  price.  Searche 
world  markets  for  the  right  core  investors  —  pinpoi 


Chicago  Frankfurt  Hong  Kong  London  Los  Angeles  Luxembourg  Madrid  Melbourne  Milan 


Dnes  who'd  make  long-term  commitments. 

They  set  up  satellite  presentations  to  analysts, 
it  on  the  road  with  you.  Put  all  their  firms  resources 
disciplines  to  work  for  you.  And  came  up  with  useful 
s  all  along  the  way. 

But  right  now,  none  of  that  counts. 


It's  what  they  do  in  the  next  five  to  ten  minutes  that 
will  tell  the  story. 

You  know  they'll  stand  firm.  You  chose  these 
people  because  of  their  reputation  —  not  just  for  having 
certain  intellectual  and  financial  capacities  —  but  for 
knowing  when  and  how  to  use  them. 


MORGAN  STANLEY 


San  Francisco  Seoul  Singapore  Taipei  Tokyo  Toronto  Zurich 


Learn  Why 
Investors  Just  Like  You 
Diversify  Overseas 

The  answers  may  surprise  you,  especially  if  you've  always  thought 
international  investing  was  too  complex  or  speculative  to  be  a 
part  of  your  portfolio.  Now.  Fidelity  Investments  has  a  valuable 
new  guide  to  help  you  explore  today  s  overseas  opportunities. 

Call  For  A  Free  Guide  About 
How  International  Investing 
Can  Work  For  You 

In  a  recent  study,  many  investors  felt  that,  on 
average,  nearly  one-fourth  of  their  invest- 
ments should  be  overseas.  And  their  number 
one  reason  was  diversification.1 

Of  course,  there  are 
other  reasons  for  look- 
ing overseas,  but  special 
risks  to  consider  as 
well.'  That's  why  Fidelity 
has  developed  a  com- 
prehensive, easy-to- 
understand  guide  to 
investment  opportunities 
outside  the  U.S.,  avail- 
able to  you  as  a  booklet 
or  interactive  diskette.' 

Call  for  your  free  booklet  or  interactive 
diskette  to  learn  how  overseas  investing  can  help 
you  meet  your  long-term  goals. 


What  You'll  Find  Inside  Fidelity's 
Free  Common  Sense  Guide: 

*  How  can  I  expand  grov/th  opportunities 
while  reducing  my  overall  portfolio  risk? 

^  What  impact  do  foreign  currencies  and 
political  and  economic  factors  have  on 
international  investments? 

How  can  I  determine  which  type  of 
international  fund  may  be  best  for  me? 


Investing  h» 
International 
Stock  Funtb 


w^l^,  r  Visit  a  Fidelity  Investor  Center 

or  Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments 

Common  sense,  incommon  results. 


4r 

Quantitative  research  study  conducted  by  an  independent  research  firm  on  behalf  of  Fidelity  Investments.  Interviews 
were  conducted  with  404  Fidelity  current  or  prospective  international  investors.  There  are  greater  risks  associated  with 
international  investing  when  compared  to  L  .S.  markets.  'Available  for  DOS  or  Macintosh  personal  computers  with  color 
or  gray  scale  monitors.  For  more  complete  information,  including  charges  and  expenses,  on  any  Fidelity  international 
fund,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation. 


Ready-to-ship  tubes  from  Bull  Moose's 
Trenton,  Ga.  plant 
Basic  welded  steel  tubes, 
delivered  efficiently. 


ing  tons  of  inventory,  Paul  in 
around  S3  million  a  year  on  ca 
improvements  such  as  accumula 
machines  that  allow  one  steel  cc 
be  welded  to  the  next  without  s 
ping  production,  and  automatic  p 
aging  equipment.  Thus  Bull  M 
has  cut  its  order-to-delivery  i 
from  four  weeks  to  two,  and  its  in 
tory  levels  from  60  days  to  30. 

Steel  tubing  has  been  a  tough  I 
ness  to  be  in  the  past  few  years.  " 
declining  market  with  a  lot  of  cot 
tition,"  says  Douglass  Preston  Ya 
a  Tulsa- based  pipe  and  tube  coi 
tant  who  publishes  the  Preston 
Report.  Such  trends  drive  mosl 
corporations  out  of  the  busines; 
create  just  the  sort  of  situation 
relishes.  He  plans  to  add  a  West  C 
plant  and  acquire  or  add  capacit 
larger  sizes  (4  inches  to  16  inche 
round  pipe.  He  would  like  som 
to  build  from  the  ground  up  a 
steel  mill  that  would  copy  Nu 
thin-slab  casting  technology. 

"There  are  a  lot  of  opportunit 
says  Paul,  "even  in  industries  ths 
saturated,  for  people  who  are  wi 
to  upgrade  their  technologies  an 
their  costs."  His  own  U.S.  opera 
are  living,  breathing  proof. 
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ranee  has  never  been 
so  close  to  home. 


rom  the  moment  you  stepinto  a  Hotel  Sofitel, 
you  notice  something  different.  There's  some- 
thing more  inviting.  More  charming.  More 
French.  It  could  be  the  overstuffed  chairs. 
Maybe  it's  the  truffle  you  find  on  your  pillow. 
Perhaps  it's  the  aroma  of  freshly  baked 
baguettes.  Although  you  can't  pinpoint  it,  you 
welcome  it  wholeheartedly.  As  we  do  you  with 
a  "bonjour."  You  have  found  a  new  way  to  do 
business  traveling.  And  from  now  on,  you  have 
found  a  new  home  when  you  are  away 
from  yours.  Just  ask  your 

call  d^K^E^^^K/Jr 

l-800-SOFITEL. 


Hotel  Sofitel  ^4CCOR 


L'esprit 


/OVVVGIUS       •  MIAMI 


MINNEAPOLIS 


North  America 

san  francisco  bay 


WASHINCTON-D.C. 


When  you  were  a  kid  you  made  y 
Maybe  this  is  the  year  you 


i 

k 


:  a  promise, 
good  on  it. 


So  you  never  hit  one  out  of  Yankee  Stadium,  or  headlined  at  the 
Garden  like  you  planned.  You  can  still  drive  a  Corvette.  And  it's 
even  more  fun  than  you  imagined  it  as  a  kid. 

Because  today's  'Vettes  have  40  years'  worth  of  Chevy  engineering 
breakthroughs:  The  LT1  engine,  one  of  the  world's  most  advanced 
small-block  production  V8s.  Dual  air  bags.  The  union  of  Bosch 
ABS  brakes  and  ASR  traction  control.  And  no  other  Corvette  has  a 
cockpit  quite  as  refined  as  this  year's. 

So,  even  though  you've  wanted  a  Corvette  for  as  long  as  you  could 
reach  the  accelerator,  it's  probably  a  good  thing  you  waited  until 
now.  Because  the  1994  Corvette  is  the  best  one  yet. 


Chevrolet  Corvette 


IMAIHU  IY1HI  ICtlD 

EDITED  BY  LAURA  SAUNDERS 


Thinking  of  writing  a  letter'to  your  congressman 
next  year?  Be  careful  you  don't  write  it 
on  a  tax-deductible  word  processor. 

Headaches 


for  eve 


Feeling  ticked  off  about  how  some 
law  or  regulation  affects  your  firm? 
Thinking  of  venting  your  feelings  by 
firing  off  a  letter  on  company  statio- 
nery to  your  congressman  or  Presi- 
dent Clinton? 

Think  again,  or  at  least  do  your 
venting  before  January.  That's 
the  effective  date  of  a  strin- 
gent new  law  denying  de- 
ductions for  lobbying.  In  a 
fit  of  rectitude,  brought  on 
by  voter  outrage  over  con- 
gressional abuses  of  power, 
Congress  put  the  changes 
into  Clinton's  August  tax 
boost. 

The  anti-lobby  tax  won't 
do  much  to  shrink  the  fed- 
eral deficit  or  to  keep  Congress  hon- 
est, but  it  will  create  a  lot  of  work  for 
lawyers  and  accountants.  Once  again 
Congress  has  indulged  one  of  its  nas- 
tier habits:  writing  a  vague  law  to 
impress  the  media  and  voters  and  then 
letting  others  clean  up  the  mess. 

Consider:  Come  January,  if  you 
write  a  letter  to  Treasury  Secretary 
Lloyd  Bentsen  complaining  about  a 
tax  rule,  the  cost  of  preparing  the 
letter  is  not  tax  deductible.  That 
means  that  you  have  to  figure  out  how 
much  of  your  time,  and  your  typist's, 
went  to  the  project,  and  refrain  from 
deducting  that  much  of  the  salaries.  If 
you're  a  highly  paid  executive,  it 
could  be  an  expensive  letter. 

But  that's  not  all.  In  theory  at  least, 
you  might  also  have  to  disallow  a 
portion  of  the  depreciation  for  the 
word  processor  used  to  produce  the 
letter,  as  well  as  part  of  the  rent  and 
light  bill.  "It's  a  real  mess,  with 
recordkeeping  headaches  for  every- 
body," complains  former  Treasury 
official  William  Paul,  now  with  Cov- 


ington &  Burling. 

To  confuse  matters  further,  if  you 
send  the  letter  instead  to  the  commis- 
sioner of  the  Internal  Revenue  Ser- 
vice, you  would  still  get  a  full  tax 
deduction  for  your  efforts.  Which 
raises  bizarre  questions:  If  you  send 
the  letter  to  Bentsen  and  carbon  the 
IRS,  what  is  disallowed — half  the  cost 
of  preparation?  All  but  the  5  cents  to 
run  the  copier  machine? 

Such  questions  can't  yet  be  an- 
swered because  Treasury  hasn't  fin- 
ished writing  regulations  for  the  law. 
But  businesses  have  to  start  comply- 
ing come  January  or  risk  the  IRS' 
wrath.  Here  are  some  things  to  watch 
out  for: 

The  law  defines  lobbying  as  an 
attempt  to  influence  a  federal  or  state 
official  or  staff  member  on  a  legislative 
matter.  (Local  officials  are  generally 
excluded.)  It  also  includes  attempts  to 
influence  administrative  action,  such 
as  an  IRS  rule  or  Food  &  Drug  Admin- 
istration regulation.  Here  the  list  of 
those  you  can't  lobby  with  pretax 


dollars  is  narrower.  It  includes  c 
the  President,  Cabinet  memb 
deputy  secretaries  and  "Cabinet- 
el"  officials,  such  as  environme 
protector  Carol  Browner. 

The  costs  of  lobbying  these  offi< 
are  clearly  nondeductible,  bul 
won't  be  easy  to  figure  out  just 
those  costs  are.  Say,  in  the  cours 
preparing  a  letter  to  a  congressi 
about  fda  legislation,  a  lobbyist  in 
Washington  office  of  a  di 
maker  chats  with  a  scientist  c 
where  in  the  comp; 
Should  a  portion  of 
scientist's  salary  be  d 
lowed?  In  theory,  yes. 
don't  be  surprised  if ; 
of  exasperated  tax 
countants  simply  igr 
such  fine  points. 

What   about  me 
monitoring  legislat 
not  influencing  it? 
ductible.  But  a  fillip  in 
law  says  that  if,  ha^ 
watched  an  issue,  a  I 
then  tries  to  influence  leg 
tion  concerning  it,  then 
company  must  "look  back"  a! 
as  January  1994  and  disallov 
the  deductions  for  monitoring  th 
took  after  that. 

The  law  also  makes  life  far  n 
complicated  for  trade  associati 
They  have  to  estimate  what  their 
bying  costs  will  be  at  the  beginnin 
each  year,  and  then  tell  member 
disallow  a  corresponding  portioi 
their  dues,  all  before  the  lobbying 
taken  place.  Either  that,  or  mem 
deduct  their  dues  in  full  and  the  a 
ciation  pays  a  flat  tax  at  the  hig 
corporate  rate  (35%)  on  all  lobb 
expenses. 

The  best  that  business  people 
hope  for,  says  Covington  &  Burli 
Paul,  is  that  Treasury  will  get 
regulations  out  soon,  and  that  j 
will  provide  some  sensible  rules 
reduce  recordkeeping  probk 
Mindful  of  the  fiasco  caused  by 
rules  on  automobile  logs  in  1984 
Treasury  officials  have  recently  g 
speeches  calling  for  company  sug 
tions  on  simplifying  the  rules. 

Any  comments?  Send  them 
Treasury  Secretary  Lloyd  Bent 
No,  if  you  want  a  deduction  yc 
better  send  them  around  the  corn< 
the  IRS.  -L.S. 
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ARDIS  is  two-way,  wireless  data  communication.  The  freedom  to  communicate 
nationwide,  from  anywhere  at  anytime.  The  ability  to  communicate  with  computers 
and  people,  instantly.  The  power  to  communicate  efficiently,  to  be  more  productive. 
The  wireless  data  network  from  ARDIS.  The  only  thing  missing  is  the  wire. 


ARDIS.  What's  Missing  is  The  Wire. 


] 


ARDIS 

Real-time  information  solutions  for 
real-life  business  problems!" 


1-800-662-5328       Ext.  430 


The  Asian  recorded-music  market  is  booming  just  as 
the  U.S.  and  Europe  are  reaching  saturation. 

Sweet  Chinese 
siren 


By  Andrew  Tanzer 

There  is  sweet  music  coming  out  of 
Asia  for  U.S.  and  European  record 
companies.  Jacky  Cheung  is  the  top 
pop  star  of  the  Chinese  world.  The 
Hong  Kong  performer's  latest  Man- 
darin language  album,  Kiss  and 
Goodbye,  has  sold  more  than  3  million 
copies  in  Hong  Kong,  Taiwan,  China 
and  Southeast  Asia. 

These  are  fantastic  sales.  In  the  rich 
U.S.  market  so  far  this  year,  only  two 
new  releases  have  achieved  3  million 
copies  sold. 

And  that's  legitimate  sales:  Add  in 
pirated  copies  in  China,  and  sales  of 
the  album  easily  top  10  million. 

Asians  are  getting  rich  and  spend- 
ing their  money  much  as  Americans 
spend    theirs.    In    October  Jackv 
Cheung  drew  sellout  crowds  for 
concerts  on  25  consecutive  nights 
in  Hong  Kong's  12,000-seat  Coli- 
seum. In  November  this  king  of 
Cantonese  pop,  who  also  records 
in  Mandarin,  gave  concerts  in 
Beijing;  in  December  or  January 
he'll  sing  in  Shanghai,  and  next 
February  Cheung  will  give  two 
more  concerts,  in  Singapore. 
Ticket  prices:  up  to  $190. 

This  is  music  to  the  ears  of 
Philips  Group's  publicly  traded  Poly- 
Gram  Group,  Cheung's  recording 
company.  PolyGram  is  the  leading 
international  record  company  in  the 
Asian  market  outside  Japan.  Warner 
Music  isn't  far  behind.  Warner's  Andy 
Lau,  another  of  Hong  Kong's  Canto- 
pop  stars,  sold  2  million  albums — 
before  pirating — with  his  last  Manda- 
rin release.  The  baby-faced  Lau,  who 
appears  in  Pepsi  ads  in  Asia,  also  gave 
20  SRO  performances  in  Hong  Kong's 
Coliseum  earlier  in  the  year. 

The  market  is  surging  in  other  lan- 


guages. India's  music  industry  has 
been  boosted  by  the  advent  of  MTV 
Asia,  which  began  beaming  across  the 
continent  in  late  1991.  The  Korean, 
Thai,  Malaysian  and  Indonesian  mar- 
kets are  expanding  rapidly,  too.  One 
reason  for  the  surge  in  sales  in  these 
markets  is  that  governments  have 


Cantonese  pop  star  Jacky  Cheung 
An  idol  from  Beijing  to  Singapore. 


cracked  down  on  music  piracy  under 
threat  of  trade  sanctions  by  the  U.S. 
government.  Sales  of  high-margin 
compact  discs,  which  typically  sell 
for  three  times  the  price  of  cassettes, 
are  growing  rapidlv  in  richer  Asian 
markets. 

In  the  ten  main  Asian  markets 
outside  Japan,  sales  of  recorded  mu- 


sic jumped  over  40%  last  year,  to  $ 
billion,  according  to  the  Internati 
al  federation  of  the  Phonograj 
Industry. 

But  this  is  clearly  just  the  bej 
ning.  Last  year's  revenues  for  al 
Asia  outside  Japan  only  equaled 
size  of  the  French  market.  | 
Giouw,  niTs  regional  director 
Asia,  thinks  the  Asian  market 
expand  20%  to  25%  a  year  for  the  r 
five  years.  At  that — conservative - 
timate,  it  would  top  $5  billion  a  \ 
by  1998. 

Tower  Records  began  opening 
ord  shops  in  Taiwan  last  year  am 
Hong  Kong  and  Singapore  this  y 
Chinese  pop  is  the  only  Asian  m 
that  crosses  borders  easily  in  Asi; 
hit  in  Hong  Kong  or  Taiwan 
almost  surely  be  a  hit  in  China 
among  overseas  Chinese  in  Singap 
and  Malaysia. 

All  five  of  the  major  internatk 
record  companies — PolyGram, 
Music,  Warner,  Sony  Music  and  I 
telsmann  Music  Group — r 
rushed  to  beef  up  their  op 
dons  across  Asia.  They  have  d 
this,  market  by  market,  by  cr 
ing  local  subsidiaries,  or  by 
quiring  stakes  in  their  local  lic< 
ees  or  other  local  record  con 
nies.  And  thev  have  been  bi 
buying  local  talent. 

Western  musicians,  such  as 
chael  Jackson,  Elton  John,  Kenn; 
Bon  Jovi,  Eric  Clapton  and  Bi 
Adams  (who  each  gave  a  series 
concerts  around  the  region  this  ye 
do  well  enough  in  Southeast  Asia, 
even  bestselling  Western  albums 
outsold  up  to  10-to-l  by  local  s 
and  local  pop  tunes  in  Asian  co 
tries.  Local  music  accounts  for  at  1 
70%  of  most  markets. 

"There  isn't  any  point  in  bi 
here  unless  you  develop  a  dome 
repertoire,"  says  Peter  Jamie; 
BMG's  senior  vice  president  for  A 
Pacific. 

A  major  reason  is  that  the  n 
popular  music  is  distinctly  diffej 
from  current  Western  pop.  Cant 
ese  and  Mandarin  pop  is  sweet 
melodic.  The  Chinese  never  seen 
tire  of  sentimental  love  ballads.  M 
of  the  songs  are  based  on  Westen 
Japanese  tunes — from  the  likes  of 
Carpenters,  or  the  Bee  Gees — but 
to  Chinese  lvrics.  "It's  decaffein; 
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iEMY  MARTIN  FINE  CHAMPAGNE  COGNAC.  EXCLUSIVELY  FROM  GRAPES  OF  THE  COGNAC  REGION'S  TWO  BEST  AREAS. 


TsBSffl 


ople  live  better  lives  with  home 
s.  and  help  them  plan  for  the  future 
with  annuities,  mutual  funds  and  retirement 
produc  ts.  We  provide  the  security  of  life 

insurance  to  millions  of 
individuals  and  families. 

Transamerica  Wr?  1Va7T" 'u'lu  T 

people  in  the  ryramid. 
We  concentrate  on  the  financial  services  we 
know  best,  so  that  you  can  count  on  getting 
the  right  product  for  your  needs,  at  the  right 
price.  To  us,  being  different  is  more  than  a 
matter  of  appearance. 


jcause  Business  Issues  Are 
ever  Strictly  Black  &  White 




Asian  pop  music 
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Strictly  Business  offers  you 
something  you're  not  going  to  get 
anywhere  else.  A  look  at  all  sides 
of  the- business  week.  The  good. 
The  bad.  Even  the  ugly. 

With  a  lively  roundtable  discussion 
of  how  the  week's  business  news 
affects  you.  Expert  commentary  with 
diverse  opinions.  In-depth  analysis. 

Strictly  Business.  Because 
anyone  can  report  the  news. 
But  it  takes  a  real  business  channel 
to  give  you  the  real  business  story. 

Strictly  Business 

Saturday  and  Sunday 
9:00  am  and  6:00  pm  cet> 
only  on  CNBC 

And  stay  tuned 

Saturday  and  Sunday  evening  for: 

Business  Weekly 
6:30  pm  (ET) 

Fortune  Week 
7:00  pm  (ET) 

Getting  Down 
to  Business 

7:30  pm  (ET) 


TurnToA5-Star 
Junk  Bond  Fund  From  Fidelity 


Spartan  High 
Income  Fund 


7.84°° 

30-day  Yield  (11/16/93) 


16.61°° 

1-Yr  Total  Return' 
(9/30/92-9/30/93) 


22,61° 

Life  of  Fund 
Avg.  Annual  Return' 
(8/29/90-9/30/93) 


If  you  are  comfortable  with  the  greater  risks  of  low 
quality  bonds,  including  share  price  volatility,  then 
consider  investing  in  Fidelity's  Spartan®  High 
Income  Fund. 

•  This  fund  has  been  awarded  *****,  the 
highest  risk-adjusted  rating  from  Morningstar.2 

•  Fidelity's  experts  are  on  your  side  to  uncover  po- 
tential value  in  the  lower  quality  securities  market. 

Visit  a  Fidelity  Investor  Center 
or  Call  24  Hours 

1-800-544-3925 


Fidelity 


Investments" 


Minimum  investment:  $  10.000.  For  more  complete  information,  including  charges  and  expenses,  call  or  write 
for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  There  is  a  1%  redemption  fee  on  shares 
held  less  than  2~0  days.  'Total  returns  are  historical  and  include  change  in  share  price,  reinvestment  of  dividends 
and  capital  gains,  if  any.  and  the  effect  of  the  SS  closeout  fee.  Share  price,  yield  and  return  van  and  you  may  have 
again  or  a  loss  when  you  sell  your  shares  'Morningstar  proprietary  ratings  reflect  historical  risk  adjusted  perfor- 
mance as  of  10/31/93.  The  ratings  are  subject  to  cliange  every  month.  Past  performance  is  no  guarantee  of  future 
results.  Morningstar  ratings  are  calculated  from  the  fund's  three-,  five-,  and  ten-year  average  annual  returns  and  a 
risk  factor  that  reflects  fund  performance  relative  to  three-month  Treasury  bill  monthly  returns.  Ten  percent  of  the 
lunds  in  an  asset  class  receive  five  stars.  Fidelity  Distributors  Corporation. 


Western  pop,"  says  Darren  Chffl 
head  of  music  programming  at  M 
Asia  in  Hong  Kong. 

Chinese  songs  are  also  heavily 
fluenced  by  karaoke,  developed 
Japan  but  now  all  the  rage  in  bars  a 
households  in  Chinese  communiti 
With  karaoke  players  using  cassct 
or  laser  discs,  amateur  singers  sub; 
tute  their  voices  for  those  of  pop  st 
on  the  tracks  of  their  favorite  tun 
Karaoke  includes  a  music  video 
screen,  usually  including  subtitles  g 
ing  the  words.  This  calls  for  sic 
simple  melodies.  "If  you  can't  sinj 
in  karaoke,  it  won't  be  a  hit,"  s 
Lachlan  Rutherford,  Asia  regio 


The  most  popular 
music  is  distinctly 
different  from  current 
Western  pop.  The  Chi- 
nese never  seem  to  tire 
of  sentimental  love 
ballads.  "It's 
decaffeinated  Western 
pop,"  says  Darren  Chih 
of  MTV  Asia. 


managing  director  of  EMI  Music. . 
ready  karaoke  accounts  for  about  3 
of  all  music  sales  in  Hong  Kong 
such  companies  as  PolyGram  2 
Warner. 

Pop  stars  in  Asia  seem  a  throwb; 
to  a  simpler  time  in  the  West.  Instt 
of  grungy,  weird-looking  peo 
screaming  about  killing  cops  c 
about  fornication,  current  Chin 
stars  are  invariably  clean-cut,  \\ 
young,  pretty  faces;  the  men  of 
wear  sports  jackets.  "Any  music  t 
works  here  appeals  to  11  -year- 
girls  and  to  their  80-year-old  grai 
mothers,"  says  Don  Atyeo,  the  ger 
al  manager  of  MTV  Asia. 

The  best  thing  for  the  record  cc 
parries  is  that  these  stars  also  behav< 
an  old-fashioned  way:  They  w 
hard  and  go  easy  on  temperamc 
Where  an  American  rock  star  thi 
making  an  album  every  two  or  th 
years  is  hard  work,  a  Hong  Kong 
Taiwanese  star  will  cut  up  to  f< 
albums  a  year,  two  in  Mandarin  « 
two  in  Cantonese.  Chinese  stars, ; 
the  record  companies,  are  trying 
make  as  much  money  as  possi 
while  die  going  is  good. 
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I  Our  training  for  flight 
attendants  is  extremely 

rigorous.  Maybe  that's  why 
our  flights  are  so  relaxing. 


Simply  to  qualify  for  the  Korean  Air  train- 
g  program  is  an  accomplishment.  Of  every 
ousand  who  apply,  only  a  few  possess  just  the 
y\\t  blend  of  grace  and  poise. 

Then,  nine  hours  a  day,  six  days  a  week  for  a 

y      y  KOREAN  AIR 

onth  or  even  more,  their  natural  abilities  are  Fly  the  spirit  of  dedication." 

fined.  They  study  world-class  service.  And  hos- 
tality  And  a  number  of  different  languages. 

By  the  time  our  flight  attendants  graduate, 
ey're  skilled  in  all  the  arts  of  comfort.  Which 
ives  our  passengers  nothing  to  do  but  relax. 


HOW  AN 
INNOVATIVE 
COMMUNICATIONS 
MANUFACTURER 
GOT  WIRED 
FOR  EVEN  GREATER 
SUCCESS. 


In  a  competitive  world,  two  highly  innovative 
companies  form  a  global  alliance  to  become  one 
of  the  world's  leading  manufacturers  of  fiber  optic 
equipment.  So  where  does  this  company,  Siecor,  turn 
when  they  want  innovative  staffing  solutions? 
Olsten  Staffing  Services.  Olsten  has  helped  Siecor 
manage  its  astounding  growth  by  supplying 
supplemental  employees  from  assemblers  and 
operators  to  clerical  and  accounting  personnel. 
If  you  would  like  to  get  connected  for  greater  productivity 
call  Olsten  at  1  -800-225-8367  or  contact  Allen  Gershlak, 
Senior  Vice  President  Partnership  Programs,  One  Merrick 
Avenue,  Westbury,  NY  1  1590. 


A\  Olsten 
1 1  Staffing  Services 


The  Working  Solution 


m 
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Siecor  grew.  And  grew. 
They  needed  help  managing 
their  growth.  Olsten  went 
from  providing  5  to  150 
assignment  employees. 


THE  EVALUATION: 


Olsten  listened  to 
Siecor  managers. 
And  learned.  Olsten 
staff  worked  with 
each  department 
to  gain  an  in-depth 
understanding  of 
the  situation.  A 
customized  plan 
specifically  for  Siecor 
was  developed. 


THE  SOLUTION: 


Bring  a  dedicated  facilitator  on-site  to 
manage  assignment  employees.  This 
included  recruiting,  hiring,  orientation, 
safety  training  and  ongoing  planning 
meetings  with  Siecor  managers. 


THE  RESULTS: 


Employee  retention,  continuity, 
and  safety  have  been  dramatically 
improved.  Fact  is,  Siecor  gave 
Olsten  their  top  kudos.  Their 
Total  Quality  Award. 
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Prepackaged 


Shaquille  O'Neal 
may  not  be  the 
basketball  player 
Michael  Jordan  was, 
but  he's  being 
marketed  in  a  way 
that  makes  Jordan's 
impressive  money- 
making  skills  look 
strictly  amateur. 

Bv  Randall  Lane 


When  Shaquille  O'Neal  was  an 
unproven  but  very  promising  20- 
year-old  basketball  star  just  out  of 
Louisiana  State  University,  Reebok 
Chairman  Paul  Fireman  recognized 
that  Shaq  had  star  appeal.  Fireman 
invited  him  to  the  company's  Stough- 
ton,  Mass.  headquarters.  Shaq  was 
greeted  there  by  a  marching  band, 
cheerleaders  and  a  mob  of  employees 
wearing  identical  T  shirts.  "Who's  the 
manr"  the  shirt's  front  asked.  On  the 
back  came  the  answer:  "Shaq." 

Rival  Nike's  Philip  Knight  already 
had  basketball  greats  Michael  Jordan, 
Charles  Barkley  and  David  Robinson 
signed  up  to  sell  Nike  products.  Fire- 
man was  determined  Knight 
wouldn't  grab  O'Neal,  too. 

Fireman  got  him  in  good  part  be- 
cause signing  with  Reebok  fitted  in 
nicely  with  a  strategy  designed  by 
O'Neal  and  his  agent,  Leonard  Ar- 
mato.  Armato  wanted  to  be  sure  that 
O'Neal  was  the  biggest  fish  in  any 
pond  he  swam  in.  Reebok  w  asn't  the 
biggest  pond;  Nike  was.  But  O'Neal 
would  be  the  biggest  fish  in  the  not 
inconsiderable  Reebok  pond. 

Even  before  inking  a  seven -vear, 
S40  million  contract  with  the  Orlan- 
do Magic  in  August  1992,  O'Neal 
and  Armato  went  to  work.  Thev 
turned  down  Nike,  opting  instead  for 
Reebok's  offer  to  make  O'Neal  "The 


celebrity 


Man."  If  Reebok  doesn't  spend  S50 
million  over  three  years  promoting  its 
Shaq  Attaq  sneakers  and  athletic 
wear,  O'Neal  can  walk  away  from  the 
contract.  He  gets  royalties  based  on 
sales,  but  is  guaranteed  at  least  S3 
million  a  year. 

Coca-Cola  offered  O'Neal  a  part  in 
its  "Always  Coca-Cola"  campaign. 
But  number  two  Pepsi  signed  him  by 
offering  a  package  that  would  again 
make  O'Neal  the  centerpiece  of  his 
own  spots.  Terms:  five  years  for  about 
S12  million.  Also  brought  on  board: 
Spalding  Sports  Worldwide  (basket- 
balls), Score  Board  (autographed 
memorabilia),  Kenner  (action  figure) 
and  Tiger  Electronics  (hand-held 
electronic  game). 

O'Neal  and  Armato  have  created  a 
team  of  companies,  all  of  whom,  w  ith 
the  exception  of  Spalding,  the  sports 
equipment  manufacturer,  are  scrappv 
underdogs.  "All  of  us  are  part  of  this 
strategic  alliance,"  says  Roberto 
Muller,  president  of  Reebok's  sports 
division.  "We  all  have  a  vested  interest 
in  Shaq's  success." 

The  bigger  fish,  smaller  pond  strat- 
egy was  really  devised  by  O'Neal  him- 
self. Before  O'Neal  was  selected  by 
the  Orlando  Magic  as  the  first  pick  of 
the  1992  NBA  draft,  he  chose  Armato, 
a  little- known  Los  Angeles  lawy  er,  as 
his  agent,  bypassing  bigger  names  like 


Shaquille  O'Neal, 
the  Orlando  Magic's 
7-foot-l  young  star 
When  Shaq  got  in 
trouble  as  a  teenager, 
his  disciplinarian 
father  used  a 
racquetball  paddle  to 
straighten  him  out. 


Jordan's  agent,  David  Falk.  With 
other  big- name  clients,  Armato  cc 
devote  more  time  to  him. 

Armato  delivered.  He  and  O'? 
developed  a  concept  called  "T< 
Shaq."  The  idea  was  to  contract  \ 
a  small  group  of  companies  willin 
work  together  and  develop  a  cohei 
image  of  O'Neal — an  O'Neal  br 
image,  if  you  will. 

To  underscore  this  consistency, 
mato  had  a  Shaq  logo  designed. ' 
logo,  along  with  the  name  Shaq 
the  phrase  Shaq  Attaq,  was  copyris 
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.  All  O'Neal-related  products,  from 
3es  to  basketballs  to  electronic 
tries,  now  boast  the  logo  and  pay  a 
^alty  to  O'Neal. 

"It's  like  the  Mickey  Mouse  logo," 
'S  Armato.  "People  know  what  it 
nds  for."  Jordan  became  synony- 
ms with  his  stylish  "Air  Jordan" 
;o,  but  it  appears  only  on  shoes  and 
>rtswear,  and  Nike  owns  it. 
Since  the  sports  business  has  he- 
me more  focused  on  the  players' 
rsonalities,  O'Neal's  cultivated  per- 
la  is  a  gold  mine.  It's  built  around  a 


physical  image  of  power — O'Neal  is  7 
foot  1  and  weighs  303  pounds — com- 
bined with  a  transparent  boyish  quali- 
ty. "As  huge  as  he  is,  he  comes  across 
as  a  guy  with  a  profound  gentleness," 
says  Brian  Murphy,  publisher  of  the 
Westport,  Conn. -based  Sports  Mar- 
keting Letter.  "There's  even  a  sense  of 
sweetness  about  him,  in  the  most 
masculine  and  commercially  accept- 
able kind  of  way." 

O'Neal  himself  analyzes  his  market 
appeal  this  way:  "I'm  part  Termina 
tor,  part  Bambi." 


Reebok's  first  O'Neal 
commercial  capitalized 
on  that  combination.  It 
featured  Shaq  breaking  a 
backboard  with  a  dunk, 
then  being  told  by  some 
Hall  of  Fame  elders  to 
clean  up  the  mess.  Pepsi 
showed  O'Neal  terroriz- 
ing a  playground, 
searching  for  a  Pepsi  to 
drink.  When  O'Neal  at- 
tempts to  snatch  one 
from  the  smallest  child 
around,  the  tot  looks 
him  straight  in  the  eye 
and  responds,  "Don't 
even  think  about  it."  A 
recent  survey  found  that 
the  campaign  is  current- 
ly the  most  popular. 

Armato  is  missing  no 
tricks  in  milking  money 
from  his  hot  image.  At 
Jive  Records,  O'Neal 
cut  a  rap  album  that  has 
gone  gold,  with 
700,000  copies  shipped. 
Disney's  Hyperion  pub- 
lished his  autobiogra- 
phy, Shaq  Attaql  He's 
costarring  with  Nick 
Nolte  in  Paramount's 
winter  movie  release 
Blue  Chips — all  the  while 
becoming  one  of  the 
best  players  in  the  Na- 
tional Basketball  Associ- 
ation, averaging  23.4 
points  and  13.9  re- 
bounds a  game  last  year. 
Shaq  became  the  first 
rookie  voted  to  an  All- 
Star  game  since — guess 
who — Michael  Jordan. 

O'Neal  will  earn  over 
$15  million  this  year — 
three-quarters  of  it  off  the  court — and 
debuts  at  a  strong  number  six  on  the 
Forbes  list  of  die  best-paid  athletes 
(see  rankings,  p.  94).  Unless  some- 
thing goes  seriously  wrong,  he  will 
eventually  top  Michael  Jordan's  earn- 
ings to  date  of  well  over  $100  million. 

Quite  a  saga  for  a  kid  from  Newark, 
N.J.  who  was  raised  on  U.S.  Army 
bases  here  and  abroad.  O'Neal  was  a 
young  troublemaker.  Basketball  and 
his  father's  strict  discipline  straight- 
ened him  out.  An  MP  once  caught 
young  O'Neal  pulling  a  fire  alarm  at  a 
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WITH  JANUS  FUND, 
TIME  REALLY  IS  MONEY. 


In  the  time  it  takes  to  read 
this,  you  could  take  the  first 
step  toward  a  sound  invest- 
ment program  (the  kind  you 
promised  yourself  you'd  start 
someday).  All  you  need  is  a 
telephone  and  a  history  lesson. 

The  graph  above  shows 
how  a  $10,000  investment  in 
Janus  Fund  would  have  paid 
off  over  the  last  20  years  com- 
pared to  the  same  investment 
in  the  Standard  &  Poors  500 
index  (although  past  perfor- 
mance is  no  guarantee  of 
future  results). 

There's  no  time  like  now 
to  start  investing.  The 
sooner  you  begin,  the 


more  time  your  money 
will  have  to  work  for  you. 
So  pick  up  the  phone  right 
now  and  call  the  number 
below  to  start  investing 
with  Janus.  You'll  receive 
a  free  prospectus  with 
more  complete  informa- 
tion on  Janus  Fund  and 
other  no-load  funds  in  the 
Janus  family.  Read  it  care- 
fully before  you  invest  or 
send  money,  then  call  us 
with  any  questions.  And 
see  what  a  little  time  can 
do  for  your  money. 
BECAUSE  IT'S  NOT  HOW 
MUCH  YOU  INVEST. 
IT'S  HOW  SMART. 


JANUS  FUND 

P.O.  Box  173375.  Denver.  CO  80217-3375 

1-800-525-8983  Ext  437 


The  graph  above  illustrates  the  growth  of  a  S10.000  investment  in  the  Janus  Fund  for  the 
20-year  period  from  September  28, 1973  through  September  30. 1993  (a  period  of  generally- 
rising  stock  prices)  as  compared  to  the  S&P  500  index  performance  over  the  same  period 
assuming  a  like  investment.  The  S&P  500  is  an  unman  aged  index.  The  performance  is 
total  return  and  includes  reinvestment  of  dividends  and  capital  gains  for  the  period 
shown.  The  fund's  principal  value  and  investment  return  will  fluctuate,  and  an  investor's 
shares  may  be  worth  more  or  less  at  redemption  than  their  original  cost. 

Funds  distributed  by  Janus  Distributors.  Inc.  Member  NASD. 


YES"  I  would  like  to  know  more  about  Janus  Fund! 

Name  .  


Address 


I 


City/State/Zip 


Janus  Funds  are  no-load  mutual  funds. 


Send  to: 
Janus  Funds 
P.O.  Box  173375 
Denver.  CO 
80217-3375 
1-800-525-8983 
Ext.  437 

=  C  =  5 
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Shaquillc  O'Neal 

Bayonnc,  N.J.  base.  His  lather  c 
to  pick  him  up  earn  ing  a  racque 
paddle.  "Phil,"  the  MP  said,  "if 
hit  your  boy  with  that  racket,  I 
gonna  arrest  you  right  on  the  sp 
Replied  Dad:  "Then  start  tilling 
the  papers,  because  I'm  gonna  tej 
butt  up."  And  he  did. 

Comparisons  with  Michael  Jo 
are  inevitable.  In  a  league  thai 
undergone  tremendous  growtl 
marketing  its  superstars  rather  th; 
teams,  O'Neal,  2 1 ,  is  coming  int 
own  athletically  just  as  Jordan,  5 
departing. 

As  a  marketer  and  businessi 
Jordan  was  a  basketball  player 
earning  his  celebrity  on  the  board 
contrast,  O'Neal  became  a  cele 
first,  lining  up  major  endorsen 
before  he  played  his  first  professi 
game.  The  music,  movies,  book 
still  more  contracts  soon  followe 

Put  it  this  way:  O'Neal  was 
league's  first  prepackaged  multin 
superstar. 

O'Neal's  carefully  crafted  Tc 
nator/Bambi  image  contrasts  sh 
with  Michael  Jordan's  apprc 
While  Jordan's  endorsement  recc 
hard  to  quibble  with,  he  sells  a 
thing  from  underwear  to  hamb 
ers,  and  does  not  deliver  a  consi 
message.  Some  commercials  i 
him  accessible  and  funny,  such  i 
Nike  spot  with  Bugs  Bunny.  Oth< 
notably  Gatorade's  "Be  Like  M 
campaign — put  him  on  a  pedest. 

The  O'Neal  strategy  is  highl] 
phisticated  marketing  that  c 
more  opportunities  for  packaging 
cross- marketing.  Last  summer 
example,  Pepsi  pushed  an  O'! 
friendly  Big  Slam,  a  1 -liter  v 
mouth  bottle  of  cola.  Pepsi  drii 
could  exchange  five  Big  Slam  be 
caps  for  S10  off  Reebok  shot 
apparel.  The  strategy  worked  li 
charm.  Pepsi's  sales  surged  7% 
the  previous  summer,  and  Reeb 
pleased  with  the  promotion  as 
Both  companies  will  consider  an( 
cross- marketing  effort  next  year. 

This  cross -marketing  is  also  t 
media.  Spalding  gives  Shaq  ba 
bails  to  radio  stations  for  givea 
w  hen  the  stations  play  songs  froi 
album,  Shaq  Diesel.  Book  bro\ 
who  might  be  tempted  to  pas 
O'Neal's  new  autobiography  are 
fronted  in  hundreds  of  bookston 
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"I  asked  my  broker  what  he 
had  for  a  guy  who  will  jump  out  of 
planes  but  is  scared  to  death  of 
investing.  He  said,  'an  investment 

with  an  emergency  chute.' " 


The  last  thing  many  people  want  to  get  adventurous  with  is  their  hard-earned 
savings  If  you're  one  of  them,  we  have  the  perfect  investment  tor  you:  MBIA-insured  ij 


municipal  bonds.  They're  guaranteed,  so  you're  safe  no  matter  what  happens  to  the  eity  ^J^#Cf|£Lf 
or  state  that  issued  your  bonds.  And  they're  tax-free,  so  your  returns  are  all  yours. 

For  more  information,  call  your  broker  or  send  for  our  free  brochure. 
And  take  a  leap  into  the  great  known-a  guaranteed  income. 


Name 


Address 
City  


State- 


Zip 


Send  to:  Munieipal  Bond  Investors  Assurance  Corporation,  P.O.  Box  65605, 
Salt  Lake  City,  Utah  84165.  Or  call:  1  800  633-6262,  ext.  001 

America's  Leading  Bond  Insurer 


Shaquille  O'Neal 


Shaq  Attaq 
video  royalties 

$2*0,000 

Electronic  Arts 
videogames 
$250,000 

Tiger 
electronic 
games 
$300,000 


Kenner 
action  figures 
and  toys 
$300,000 

Autobiography 
royalties 
$500,000 

Spalding 
sporting  goods 
$600,000 


a  lifesize  postcrboard  of 
( )'Neal.  "Don't  even  think 
about  it,"  says  the  image, 
borrowing  Pepsi's  line. 

O'Neal's  music  helps 
bring  a  new  dimension  to 
his  image  and  business  ven- 
tures that  Michael  Jordan 
never  enjoyed.  By  rapping, 
O'Neal  makes  himself  ap- 
pear hip  off  the  court. 
"He's  appealed  to  a  w  hole 
teenage  lifestyle,"  says 
Spalding  Sports  Worldw  ide 
President  George  Dicker- 
man.  O'Neal  keeps  his  rap 
clean — no  lyrics  about  kill- 
ing cops  or  doing  drugs. 
Blue  Chips  is  designed  to 
further  promote  O'Neal  as 
an  entertainment  star,  not 
just  an  athlete  who  raps. 

Watch  for  more  cross- 
media  projects.  Reebok  will 
unveil  a  commercial  at  the 
next  Super  Bowl  that  looks 
more  like  a  Shaq  music  vid- 
eo than  a  sneaker  advertise- 
ment. The  Pepsi-affiliated 
Subway  sandwich  shop  MB^H 
chain  is  planning  a  sand- 
wich promotion  with  Paramount  in 
conjunction  with  Blue  Chips. 

O'Neal  and  Armato  don't  need  to 
be  told  that  American  pop  culture 
sells  abroad  as  well  as  at  home.  Ree- 
bok took  O'Neal  to  Japan,  Singapore, 
Australia,  Spain,  Italy  and  France  last 
summer.  O'Neal  awed  the  crowds 
with  rim-shattering  dunks  during 
basketball  demonstrations,  then  gave 
mini  rap  concerts. 

In  October  Reebok 
sponsored  an  exhibition 
game  in  London's  Wem- 
bley Arena  between  the  Or- 
lando Magic  and  the  Atlan- 
ta Hawks.  To  really  grasp 
O'Neal's  earning  potential, 
you  have  to  picture  the 
scene. 

The  sold -out  crowd  of 
9,483  roars  when  Shaq  and 
the  Magic  take  the  court  to 
the  thundering  music  of 
Shaq  Diesefs  "What's  Up 
Doc?  (Can  We  Rock)."  As 
his  rap  music  plays,  the 
crowd  watches  the  Magic 
warm  up.  During  the  game 
O'Neal  dunks.  The  crowd 


Shaq's  1993  income 


Basketball  salary 
$3.3  million 

Reebok 
endorsement 
$3  million 
Pepsi 

endorsement 
$2.2  million 


Rap  record  royalties 
$500,000 


SkyBox 

"Shaq  Exchange" 
advance 
$1  million 


Score  Board  cards 
and  memorabilia 
$2  million 

Movie  salary 
$1  million 


Grand  total:  $15.2  million 

Source:  Forbes  estimates 

His  contract  with  the  Orlando  Magic  provides  for  escalating 
salary  levels,  most  of  his  endorsements  run  five  years,  and  his 
agent  wants  more  equity  deals.  O'Neal  has  only  begun  to  earn. 


cheers.  He  dunks  again.  They  cheer 
louder.  One  fan  hoists  a  large  sign 
proclaiming  "Shaq  attacks  England." 
The  sign  is  illustrated  with  the  Shaq 
logo.  When  the  game  is  over,  "What's 
Up  Doc?"  is  blared  again  and  O'Neal 
is  besieged  by  reporters  and  video 
people. 

Armato  and  O'Neal's  latest  venture 
is  something  called  the  Shaq  Ex- 


O'Neal  and  friend  pitch  for  Pepsi 

he  Terminator/Bambi  image  scores  big  with  kids  and  teens 


change.  SkyBox,  an  o 
the-counter  sports  me 
rabilia  company,  plan 
produce  trading  cards  1 
different  numbers  on 
back.  Depending  on 
number,  these  cards 
then  be  exchanged  for  r 
chandise  approved 
Team  Shaq:  Pepsi,  Reel 
Kenner,  Shaq  books,  vi< 
or  compact  disks,  an< 
on.  "It  will  become  a 
cross-promotional  fam; 
says  Armato. 

O'Neal  will  getaSl 
lion  advance  on  the  Sky 
deal.  Profits  will  be  split 
50.  "I  think  every  dea 
do  now  will  be  more  e 
ty-based,"  says  Arm 
probably  thinking  of 
differential  between 
come  tax  and  capital  g 
tax  rates. 

All  this  money-g 
bing,  efficient  as  it  is, 
raise  dangers  for  Shaq 
O'Neal.  It  won't  help 
image  if  Scrooge 
mixed  in  with  Bambi 
the  Terminator. 

O'Neal  accepted  a  recent  invita 
to  join  other  National  Basketball 
sociation  stars  on  the  U.S.  entry  at 
summer's  world  basketball  char 
onships.  But  he  may  not  be  abl 
play,  apparently  because  O'N 
Pepsi  contract  conflicts  with  the  t 
ness  interests  of  the  team's  spor 
McDonald's,  which  buys  exclusi 
from  Coca-Cola. 

O'Neal  often  refuse 
sign  autographs  becaus 
his  contract  with  Si 
Board,  with  which  he 
an  autographed  mem 
bilia  deal. 

And,  of  course,  that  s 
ing  image  will  suffe 
through  injun'  or  burr 
his  basketball  career  i 
denly  flags.  Says  Reeb 
Muller,  "First  and  f 
most  he  has  to  become 
of  the  greatest  basket 
players  of  all  time,  certs 
the  greatest  center  oi 
time." 

A  lot  of  pressure  for  a 
vear-old. 
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FIRST  THERE 
WERE  THE  STARES. 


THEN  THE  ARTICLES. 


THEN  THE  WAITING  LISTS. 


THEN  THE  WORLDWIDE 
FOLLOWING  THE  LIKES  OF 
WHICH  FEW  CARS  HAVE 
EVER  KNOWN. 


In  1978,  an  expectant  crowd  gathered  around 
an  unorthodox  new  car  at  the  Paris  Auto  Show. 
Its  name:  the  Saab  900. 

It  had  front-wheel  drive,  a  fuel-efficient  engine 
and  a  curious  profile  housing  a  steel  safety  cage. 
Here  was  a  car  that  seemed  to  flout  the  automo- 
tive trends  of  its  day. 

But  then  gas  prices  soared,  safety  became  fash- 
ionable and,  one  by  one,  the  900's  idiosyncrasies 
became  industry  standards. 

Today,  after  fifteen  years,  Saab  is  introducing  a 
totally  new  900,  reengineered  from  the  pavement 
up.  A  car  that  once  again  defies  conventional  no- 
tions of  carmaking  not  just  to  be  different, 
but  because  it  leads  to  demonstra- 
bly better  cars.  For  example: 


In  an  era  of  heightened  environmenta 
sciousness,  it  may  seem  strange  that  the  n< 
is  available  with  a  muscular  four-cam,  24-va 
But  our  powerplant  debuts  a  totally  new 
architecture  that  coaxes  the  maximum  ex 
ment  from  a  minimum  of  fuel.  In  fact,  it's 
the  first  V6  engines  ever  to  meet  Swedei 
emissions  standard,  among  the  world's  tou 

You  probably  wouldn't  expect  a  "drive 
like  the  new  900  to  offer  an  interior  as  la 
some  family  sedans,  or  a  cargo  bay  that  riva 
station  wagons.  But  in  Saab's  homeland  se 


"e  a  luxury.  So  flexibility  is  a  necessity, 
id  you  might  be  surprised,  or  even  amazed, 
car's  body  can  be  stiffened  50%  without 
weight.  The  explanation:  Instead  of  just 
;  steel  members,  our  engineers  refined  the 
geometry  of  the  car's  safety  cage  itself.  You'll 
iprovements  like  this,  many  with  patents 
lg,  in  safety  systems  throughout  the  car 
tally,  it  may  seem  excessive  that  the  new  900 
neered  for  a  seventeen-year  life  span  when 
people  only  hold  on  to  cars  about  eight, 
irs  designed  to  live  longer  need  less  main- 
tenance. They  also  merit  longer 
warranties,  in  this  case,  six 
years  or  80,000  miles.** 
Besides,  you  might 


happen  to  like  the  idea  of  a  car  you  can  drive  lon- 
ger, or  even  pass  on  to  your  kids. 

In  other  words,  at  a  time  when  carmakers  on 
four  continents  churn  out  cars  for  the  broadest 
possible  market,  the  new  900  represents  a  refresh- 
ing alternative.  An  automobile  thoughtfully  engi- 
neered not  just  as  a  "world  car;"  but  a  better  one. 

And  if  the  result  isn't  quite  what  people  expect, 
that  shouldn't  be  surprising.  The  future  seldom  is. 

We  invite  you  to  test-drive  the  new  Saab  900 
at  your  local  dealer  soon. 
Or  call  800-582-SAAB 
for  complete  information. 

STARTING  AT  $20,9901 

"THE  NEW  900  IS  AVAILABLE  WITH  AN  OPTIONAL  24-VALVE  V6  OR  A  STANDARD  1 6-VALVE.  2.3- 
LITER  ENGINE.  "WHICHEVER  COMES  FIRST.  SEE  YOUR  SAAB  DEALER  FOR  COMPLETE  DETAILS 
ON  THIS  LIMITED  MAJOR-SYSTEMS  WARRANTY,  IMSRP,  EXCLUDING  TAXES,  LICENSE.  FREIGHT, 
DEALER  CHARGES  AND  OPTIONS.  PRICES  SUBJECT  TO  CHANGE.  SUBJECT  TO  AVAILABILITY 


©  1993  SAAB  CARS  USA,  iNC. 


As  entertainment 
and  marketing 
properties,  the 
world's  top 
athletes 
continue  to 
grow  in  value. 


By  Randall  Lane  and  Warren  Midgett 

A  TICKET  OF  admission  to  the  Super  40, 
FORBES'  rankings  of  the  world's  highest- 
paid  athletes,  costs  $6  million  this  year. 
Just  two  years  ago  the  cutoff  was  $3.9 
million.  The  40  top  money  athletes  earned 
$416  million  in  1993,  up  from  $345  mil- 
lion a  year  ago. 

Why  the  big  jump?  The  athletes  and 
their  handlers  are  becoming  shrewder  and 
more  experienced  (see  preceding  story)  in 
exploiting  the  public's  passion  for  associat- 
ing with  celebrities,  if  by  no  other  means 
than  by  buying  things  the  celebs  tout. 

When  they  can,  the  sports  stars  are 


Super 


taking  big  chunks  of  their  money  in  huge 
signing  bonuses  (see,  for  example,  Cecil 
Fielder,  number  eight)  and  other  upfront 
forms  of  payment.  Shaquille  O'Neal's 
managers  are  beginning  to  look  for  equity 
interests  in  products  he  promotes. 

And  so  it  is  that  in  the  1990s  what  a 
player  does  off  the  field  is  often  more 
lucrative  than  what  he  (or  she — 2  of  the 
Super  40  are  women )  does  on  the  field.  Of 
1993's  total  $416  million  in  earnings, 
59%,  on  average,  was  earned  at  the  ath- 
lete's chosen  sport;  the  rest  came  from 
product  endorsements  and  other  commer- 


1  Michael  Jordan 


6  Shaquille  O'Neal 


Rank    Athlete  Sport        Agent         Salary/    Other  Total 

winnings  income 

 $million   Comments 


1 

Michael  Jordan 

Basketball 

ProServ 

$4.0 

$32.0 

$36.0 

After  a  third  straight  NBA  championship  and  continued  Madison  Av 
success,  Jordan  left  the  game  the  way  he  leaves  our  list— on  top. 

2 

Riddick  Bowe 

Boxing 

Rock  Newman 

23.0 

2.0 

25.0 

Three  title  defenses  made  tor  a  lucrative  year  tor  the  ex-champ,  whe 
dethroned  by  Evander  Holyfield  (see  below).  Bowe's  HBO  deal 
guaranteed  at  least  $5  million  a  fight,  but  now  he'll  have  to  renegot 

3 

Ayrton  Senna 

Auto  racing 

International 
Management 
Group 

14.0 

4.5 

18.5 

Formula  1  is  the  highest-paying  racingcircuit  and  Senna  is  its  top  ea 
A  national  hero  in  his  native  Brazil,  Senna  saw  his  winnings  drop  this 
because  his  team  lost  the  world  championship. 

4 

Alain  Prost 

Auto  racing 

IMG 

12.0 

4.0 

16.0 

Second-highest-paid  Formula  1  driver,  even  after  one-year  sabbatic 
TV  commentator.  Prost  retired,  again,  in  November. 

5 

George  Foreman 

Boxing 

Bob  Arum 

12.5 

3.3 

15.8 

At  45,  Foreman  chugged  his  way  to  two  healthy  paydays.  Now 
chubby  pitchman  claims  he'll  stick  to  his  new  venture:  George,  an 
sitcom  about— surprise! — a  retired  boxer. 

6 

Shaquille  O'Neal 

Basketball 

Management 
Plus 

3.3 

11.9 

15.2 

An  NBA  All-Star,  an  album,  a  book,  a  movie  and  income  potential 
may  far  outpace  even  Michael  Jordan's  (see  story,  p.  86). 

7 

Lennox  Lewis 

Boxing 

Main  Events 

14.0 

1.0 

15.0 

When  Riddick  Bowe  renounced  one  of  his  three  titles,  Lewis  wa; 
beneficiary.  That  enabled  Lewis  to  fight  for  big  money,  beating 
Tucker  and  fellow  Brit  Frank  Bruno. 

8 

Cecil  Fielder 

Baseball 

Speakers  of 
Sport 

12.4 

0.3 

12.7 

The  Detroit  Tigers  rewarded  their  largest  player  (260  lbs)  with  perl 
the  largest  lump  sum  signing  bonus  in  sports  history— $10  million 

9 

Jim  Courier 

Tennis 

IMG 

3.6 

9.0 

12.6 

Apprehensive  about  its  courts  coverage  as  John  McEnroe  bowed  out 
full-time  competition,  Nike  paid  last  year's  top  men's  player  a  stun 
$4.5  million  signing  bonus,  on  top  of  his  $2  million  salary  from  N 

10     Joe  Montana        Football      IMG  5.0  6.5  11.5     Trade  to  Kansas  City  resulted  in  sweeter  contract.  NFL's  top  end 

pushes  Hanes,  Sega,  LA  Gear,  even  Pine  Mountain  firelogs. 


Rules  of  the  game:  All  figures  are  estimates  for  the  1993  calendar  year.  The  "salary/winnings"  column  encompasses  direct  salary,  prize  money  and  signing ; 
incentive  bonuses.  The  "other  income"  column  includes  endorsement  income,  exhibition  and  appearance  fees  and  money  paid  for  celebrity-related  activit 
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Riddick  Bowe 


3  Ayrton  Senna 


4  Alain  Prost 


5  George  Foreman 


Lennox  Lewis 


8  Cecil  Fielder 


9  Jim  Courier 


10  Joe  Montana 


Rank 

Athlete 

Sport 

Agent 

Salary/ 
winnings 

Other 
income 

Total 

Comments 

— $million — 

11 

Arnold  Palmer 

Golf 

IMG 

$0.1 

$11.0 

$11.1 

Arnie,  64,  keeps  on  rolling.  Plays  a  little  golf,  endorses  a  lot:  golf 
equipment  galore,  do-it-yourself  wares  like  Pennzoil  and  Rayovac. 

12 

Evander  Holyfield 

Boxing 

Main  Events 

9.5 

1.2 

10.7 

A  small  payday  against  Alex  Stewart  in  June  led  to  the  Bowe  rematch. 
Holyf leld's  take:  over  $8  million.  His  upset  win  should  lead  to  similar 
payoffs  in  1994  for  the  repeat  champ. 

13 

Jack  Nicklaus 

Golf 

Golden  Bear 

0.2 

10.0 

10.2 

The  Golden  Bear,  53,  shows  no  signs  of  slowing  down  his  endorsement 
schedule  (Lincoln-Mercury,  Hartmarx,  Rockport,  etc.). 

14 

Emerson  Fittipaldi 

Auto  racing 

Marlboro  Team 
Penske 

5.5 

4.5 

10.0 

Fittipaldi  switched  from  Formula  1  to  IndyCarand  set  the  alltime  single- 
season  earnings  record.  He  owns  orange  groves  and  is  the  U.S.'  sole 
Hugo  Boss  licensee. 

15 

Steffi  Graf 

Tennis 

Advantage  Intl 

2.8 

7.0 

9.8 

Monica  Seles  was  knifed  by  a  mad  fan  last  spring,  and  Graf  now 
dominates  women's  tennis.  She  pitches  for  Opel,  Barilla  pasta,  other 
brands.  Strong  German  mark  boosts  U.S.  endorsement  figures. 

16 

Pete  Sampras 

Tennis 

ProServ 

3.6 

6.0 

9.6 

This  year's  number  one  player  boosted  off-the-court  income  by  50%. 
Top  deal:  Sergio  Tacchini,  a  new  apparel  and  sneaker  line.  Will  do  even 
better  in  1994  if  he  can  stay  in  form. 

17 

Reggie  White 

Football 

Athletic  Re- 
sources Mgmt 

9.0 

0.5 

9.5 

Green  Bay  Packers  paid  White  $4.5  million  to  sign,  another  $1 .5  million 
to  show  up  at  camp,  and  $3  million  more  to  play. 

18 

David  Robinson 

Basketball 

Advantage 

5.7 

3.5 

9.2 

San  Antonio's  Admiral  cashed  in  on  a  contract  clause  that  allows  him  to 
renegotiate  his  salary  to  remain  one  of  the  highest-paid  players. 

19 

Nigel  Mansell 

Auto  racing 

Newman/Haas 
Racing 

7.0 

2.0 

9.0 

After  ten  years,  the  U.K.'s  Mansell  finally  won  Formula  1  last  year— then, 
insulted  by  his  team,  he  took  a  pay  cut  to  race  U.S.  IndyCar. 

20      Andre  Agassi 


Tennis 


0.4 


8.4 


rhe  latter  includes,  for  example,  Nolan  Ryan's  deal  to  autograph  memorabilia  and  Shaquil 
\rnold  Palmer's  golf  course  design  company  or  Emerson  Fittipaldi's  orange  groves,  is  not 


An  atrocious  year  on  the  courts  barely  dented  his  income.  Endorses  for 
Canon,  Nike,  etc.  Image  is  indeed  everything. 

le  O'Neal's  book  royalties.  But  money  made  from  private  businesses,  like 
counted. 
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'S  A  GOOD  THING 


OUR  PEOPLE  ARE 


WORKING  ON  YOUR 


BUSINESS,  BECAUSE 


THEY  REALLY  CAN'T 


CONCENTRATE  ON 


ANYTHING  ELSE 


* 


THE  POWER  OF  CONCENTRATION 
IS  A  WONDERFUL  THING.  THAT'S  WHY 
WE  FOCUS  OUR  CONSIDERABLE  EXPERTISE 
AND  RESOURCES  ON  JUST  A  FEW 
SELECT  INDUSTRIES. 
WE'RE    THE    SPECIALISTS:  ZURICH-AMERICAN. 
WE'VE  REDESIGNED  OUR  COMPANY  TO  SERVE 
YOURS  BETTER,  WITH  SPECIAL  TEAMS 
DEDICATED  TO  KNOWING  YOUR  INDUSTRY 
THE  WAY  YOU  KNOW  IT. 
AND,  AS  PART  OF  THE  WORLDWIDE 
ZURICH  INSURANCE  GROUP,  WITH  OFFICES 
IN   EIGHTY  COUNTRIES,  WE  PROVIDE  GLOBAL 
EXPERIENCE  AND  STABILITY.  SO  WHY  NOT 
CALL  1  -800-  382-2150,  OR  YOUR  BROKER, 
AND  FIND  OUT  MORE  ABOUT  US.  CHANCES  ARE, 
WE  ALREADY  KNOW    y  ~rr=\    A  LOT  ABOUT  YOU. 


ZURICH-AMERICAN  A 


NSURANCE  GROUP 


THE  SPECIALISTS 


A  MEMBER  OF  THE  WORI  UWIDE  ZURICH  INSURANCE  GROUP 


paid  athletes 


ciaJ  ventures. 

Basketball  superstar  Michael  Jor- 
dan tops  our  list  for  the  second 
straight  year,  with  more  than  S30 
million  in  endorsements  alone.  He's 
leaving  basketball,  but  don't  count 
out  a  return  to  professional  sports- 
cither  basketball  or  maybe  even  his 
other  passion,  golf. 

Tennis  players  again  pace  the  en- 


dorsers, with  eight — led  by  Jim  Cou- 
rier, Andre  Agassi  and  Steffi  Graf — 
earning  at  least  S5  million  each  off  the 
court.  Boxers  (there  are  five  on  the 
iist)  continued  to  bring  home  tre- 
mendous paydays,  thanks  in  large  part 
to  pay-per-view  TV.  The  hour-long 
Riddick  Bowe-Evander  Holyfield 
heavyweight  bout  earned  the  com- 
batants about  SIS  million  and  S8 


million,  respectively. 

Along  with  21 -year-old  SI 
O'Neal,  other  young  stars  debut 
include  baseball's  marketable  ] 
Griffey  Jr.,  top  football  running  b 
Hmmitt  Smith  and  green  quarterb 
Drew  Bledsoe.  Some  familiar  f: 
who  fell  from  the  list  this  year  incli 
Ivan  Lendl,  Magic  Johnson,  Dan  1 
rino  and  Lee  Trevino. 


Rank 

Athlete 

Sport 

Agent 

Salary/ 
winnings 

Other 
income 
— Smillion — 

Total 

Comments 

21 

Greg  Norman 

Golf 

IMG 

$14 

$7.0 

$8.4 

Australia's  Shark  performed  better  on  the  links  and  continued  to  nn 
big  outside  earnings  with  help  from  his  own  Shark  logo. 

22 

Wayne  Gretzky 

Ha  key 

IMG 

4.3 

4.0 

8.3 

Watch  the  Great  One  move  up  next  year:  his  new  deal  with  the 
Angeles  Kings— $25  million  for  three  years— won't  kick  in  fully 
1994. 

23 

Julio  Cesar  Chavez  Boxing 

Don  King 
Productions 

7.5 

0.5 

80 

A  much-publicized  battle  with  Pernell  Whitaker  led  to  controversy 
draw— and  could  lead  to  a  very  lucrative  rematch. 

24 

Stefan  Edberg 

Tennis 

ProServ 

2.3 

5.5 

7.8 

Another  solid  year  for  one  of  the  tour's  consistent  performers. 
Swede,  27.  is  nearly  as  popular  in  Asia  as  Michael  Chang  (below). 

25 

Michael  Chang 

Tennis 

Advantage 

1.7 

5.8 

7.5 

Asians  (and  lots  of  Westerners)  love  his  image:  a  humble  champ 
Commercial  coups  include  Reebok  and  Prince,  a  Hong  Kong  watch 

dNU  UVci  3>  1  F [HI NUN  d  year  LU  DC  sports  diTIUdbbaUUr  lur  HSId  S  o  1  nn 

26 

Ryne  Sandberg 

Baseball 

Sports  Manage- 
ment Group 

7.1 

0.3 

7.4 

A  hand  injury  led  to  fewer  home  runs  for  the  Chicago  Cubs'  outstan 
second  baseman.  Like  other  baseball  players,  not  many  endorseme 

27 

Emmitt  Smith 

Football 

Rich  Howell  and 

Pat  Hup  Ir 

rdl  Ujc  Jl. 

7.0 

0.3 

7.3 

The  Cowboys  star  running  back  held  out  for  the  first  two  games  of  t 

uoaf  \A/hon  Dsllsc  lAct  thom  tvith  PmrniH  ant  hie  ^nntfapt  u/ 
ycdi.   Wllcll   UdlldS  IUSL  lllclll  LHJIM,  Clillillll  gjl  MIS  LUMlfdLl,  W 

included  a  $4  million  signing  bonus. 

28 

Barry  Bonds 

Baseball 

Beverly  Hills 
Sports  Council 

c  c 
6.0 

0./ 

7  O 

Another  MVP  year  for  the  San  Francisco  Giants  slugger,  who  actua 
earns  his  salary.  Harbors  dreams  of  becoming  an  actor. 

90 

Cal  Ripken  Jr. 

Baseball 

nun  onapiro 

D.Q 

n  a 

7  n 

W 1  i 'e    irnn    nn  n  rt    hacn'l    micrn/l    i    noma    trt    tan    uaart      Vti  if  n 

DdseDan  s  iron  man  nasn  i  misseo  a  game  in  ien  years,  uui  v 
consistency  plays  with  the  fans,  it  doesn't  help  his  endorsement  de 

30 

Gerhard  Berger 

Auto  racing 

Ferrari  SpA 

6.5 

0.5 

7.0 

Awarded  new  contract  from  Ferrari.  Fiat  and  Marlboro  endorsemen 

31 

Ken  Griffey  Jr. 

Baseball 

Brian  Goldberg 

6.0 

1.0 

7.0 

Endorses  for  Upper  Deck,  Kellogg,  Nintendo.  Made  almost  as  n 
money  in  five  years  as  Dad.  a  star  outfielder,  did  in  17-year  career. 

32 

Boris  Becker 

Tennis 

Ion  Tiriac 

1.8 

5.0 

6.8 

The  tall  German  condemned  lax  response  to  neo-Nazi  resurgence 
moved  to  Monaco.  Popularity  in  homeland  sliding. 

33 

Bobby  Bonilla 

Baseball 

Beverly  Hills 
Sports  Council 

6.2 

0.4 

6.6 

Most  advertisers  wouldn't  touch  the  lousy,  grumpy  N.Y.  Mets.  Fortur 
ly  for  Bobby:  the  club  guarantees  him  $400,000  off  the  field. 

34 

Charles  Barkley 

Basketball 

G.  Thomas 
Sullivan 

3.0. 

3.5 

'6.5 

Last  season's  MVP  signed  new  endorsement  deals  with  Nike,  Gillel 
and  Accolade.  But  occasionally  talks  of  retirement. 

35 

Gabriela  Sabatini 

Tennis 

ProServ 

1.0 

5.5 

6.5 

Her  two  perfumes  are  top  sellers  in  Germany.  Fragrances  made  her  a 

$1  million  last  year. 

36 

Riccardo  Patrese 

Auto  racing 

Benetton 

6.0 

0.5 

6.5 

Formula  1  structures  racing  teams  with  designated  driver  positi 
Patrese,  the  alltime  leader  in  starts,  earns  big  money  as  a  number  1 

37 

Drew  Bledsoe 

Football 

Leigh  Steinberg 

5.9 

0.2 

6.1 

As  the  number  one  pick  in  the  1993  NFL  draft.  Bledsoe  became  the 
number  one  pick  subjected  to  the  league's  rookie  salary  cap.  Solul 
New  England  Patriots  gave  him  a  $4.5  million  signing  bonus. 

38 

Nolan  Ryan 

Baseball 

Matthew  Merola 

4.0 

2.1 

6.1 

One  last  paycheck  for  the  alltime  strikeout  king.  Now  pitches  Advil 
has  a  multimillion-dollar  memorabilia  contract  with  Score  Board. 

39 

Dwight  Gooden 

Baseball 

Jim  Neader 

5.9 

0.2 

6.1 

The  Mets'  hurler  isn't  the  dominant  force  he  once  was,  but  his  cont 
continues  to  make  him  baseball's  highest-paid  pitcher. 

40      Steve  Young 


Football      Leigh  Steinberg  5.8 


0.2  6.0     Joe  Montana's  replacement  for  the  San  Francisco  49ers,  Young  p 

the  game  well  but  isn't  making  many  points  with  the  advertisers. 
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efi/vtt  fi/n&  £Tgaoe  /let* 
and called fies* mot/ief\" 


11  always  remember  that 
ice.  The  smtie  bordering  on 
tear.  Silence  as powerful 
s  music.  Eyes  as  lively  as  the 
Jiamond  I  nervously  slipped 
n  her finger  And  now  ^ 
hat  we  have  come  so  far 
gefher;  perhaps  now  is  the 
loment  to  celebrate  that  love, 
nee  again,  with  a  diamond 
s  exceptional  as  our  love. 


<xceptbnaL  woman. 


i  exceptional  diamond  of two  carats,  or  more,  is  so  rare  that fewer  than  one  percent  of  wom&: 
e.  If  you  are  considering  an  important  diamond  gift  for  your  wife,  like  this  ring featuring  a 
>i  -carat  center  stone,  simply  call  for  your  guide  to  a  diamonds  quality  and  value,  as  wm 
ur  local  expert  diarnondjeweler.  1-800-858-7110. 

Beers  a  Adm 


THE  ALL-SEASON  ATTRACT! 


THE  NEW  ALL-SEASON  CONVERTIBLE.  A  wind  shift  and  the  sun-washed  coastal  highway  is 

shrouded  in  damp  mist.  A  blink  of  an  eye  and  the  azure  heavens  are  black  with  thunderheads.  It's  enough  to 
the  spirits  of  other  convertible  drivers,  but  you're  piloting  the  four-season,  four-person  325i  Convertible,  the  new 
luxurious  addition  to  BMW's  legendary  3-Series.  To  keep  the  elements  out,  and  the  driving  pleasure  in,  just  r 
the  triple-layer  insulated  top.  Spirits  intact,  you  motor  on,  propelled  by  a  lively  six-cylinder  engine  and  protec 


'The  system  can  be  turned  off  by  the  driver  under  certain  conditions,  i.e.,  deep  snow,  gravel  or  when  snow-chains  are  u: 


,  R  S  T  (Fully  integrated  Road  Safety  Technology)  which  provides  such 
L  features  as  dual  air  bags,  automatic  front  seat  belt  tensioners,  ABS  and 
tional  rollover  protection  system.  All  Season  Traction  (available  to  order 
I  option)  is  further  proof  that  you  can  exult  in  the  325i  Convertible 

hence  365  days  a  year.  Call  1-800-334-4BMW  for  a  test  dnve. 

3  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 


THE  ULTIMATE  DRIVING 


So  unrealistically  cheap  is  the  ruble  that  several 
pioneering  investors  from  the  U.S.  and  London  are 
moving  some  of  their  money  to  Russia. 

Go  east, 
young  man 

By  Paul  Klebnikov 

JAMES  Nicholson  is  the  director  of       But  despite  such  hassles  (and,  in  a 


unquoted  investment  activities  at 
London's  Robert  Fleming  &  Co.,  a 
money  management  firm  with  a  total 
of  S34  billion  under  management. 


way,  because  of  them),  Nicholson  has 
continued  to  invest  sizable  amounts 
of  Robert  Fleming  &  Co.'s  clients' 
money  in  privatized  Russian  compa- 


Newstar's  Richard  Jacobs  and  Senator  Howard  Baker 

"We  think  we  could  recoup  our  investments  in  two  years." 


For  the  past  two  years  Nicholson  has 
been  investing  some  of  this  capital  in 
Russia,  and  learning  some  unpleasant 
lessons  in  the  process.  He  recounts, 
for  example,  how  an  influential  local 
mayor  wanted  to  muscle  in  on  one  of 
Fleming's  northern  Russian  timber- 
producing  companies.  Fleming  said 
no,  so  the  mayor  threatened  to  raise 
the  apartment  rents  and  utility  fees  of 
all  the  company's  emplovees.  Onlv 
after  Fleming  brought  in  some  influ- 
ential government  allies  from  Mos- 
cow did  the  mavor  back  off. 


nies.  Its  largest  investment  so  far  is 
Bravia,  a  joint  venture  between  air- 
craft designer  Tupolev  and  Russian 
manufacturer  Aviastar  to  produce  the 
Tu-204,  a  plane  similar  to  the  Boeing 
757.  The  Tu-204  will  be  powered  by 
Rolls-Royce  engines  and  guided  by 
Rockwell  avionics.  Fleming  has  also 
invested  in  several  forest-products 
and  furniture  companies.  Flem- 
ing's formula:  Identify  a  business  with 
export  potential,  insist  on  manage- 
ment control,  buy  some  new  equip- 
ment and  put  the  company  on  a 


sound  financial  accounting  foot 
"We  discovered  very  quickly," 
Nicholson,  "that  you  have  to  ta 
hands-on  approach  or  it  isn't  goir 
work." 

Russia  is  in  such  chaos  that  Fler 
and  other  pioneering  firms  have 
cided  the  potential  rewards  so 
weigh  the  risks  that  it  is  foolish  ni 
put  some  money  in  Russia  no\ 
good  example  of  this  risk/rewarc 
balance  was  on  display  a  year 
when  priv  atization  vouchers  were 
tributed  to  all  Russian  citizens.  1 
voucher  had  a  10,000  ruble  face 
ue.  The  ruble  has  collapsed  so  far 
at  that  price,  one-third  of  Ru< 
industrial  assets  were  priced  at 
billion.  Anyone  bold  enough  to 
the  vouchers  at  January's  market  ] 
of  5,000  rubles  each  could  sell  t 
today  for  32 ,000  rubles.  But  ever 
higher  price  values  all  of  Russiai 
dustry  at  less  than  SI 5  billion. 

Eager  to  snap  up  assets  at  mon< 
values  far  below  the  assets'  intr 
worth,  Washington,  D.C.-b 
Newstar,  Inc.  has  lined  up  S20  mi 
from  the  pension  funds  of  Gei 
Motors  and  AT&T  for  Russian  in 
ments.  Newstar  is  a  private  mere 
bank  founded  by  former  Senate 
jority  Leader  Howard  Baker 
Richard  Jacobs,  who  used  to  ha 
Soviet  inv  estments  for  Occidenta 
troleum's  late  Armand  Hammer. 

Newstar,  whose  board  include: 
prominent  venture  capitalist  P 
Greer,  is  now  negotiating  its  firs 
vestment:  S3  million  for  a  maji 
stake  in  a  construction  materials  c 
pany  outside  Moscow  with  200 
ployees.  "It's  a  basic  business 
good  managers  and  it's  in  the  bla 
says  Jacobs.  "We  think  we  couk 
coup  our  investments  in  two  yeai 

Meanwhile,  PaineWebber's  Ri 
Group  is  raising  SI 00  million  f 
closed-end  Russia  fund.  Launche 
September,  the  fund  will  target  e 
gy  companies  and  other  export 
ented  ventures;  its  man  on  the 
will  be  Yuri  Petrov,  Boris  Yelt 
former  chief  of  staff  (see  box,  p.  U 

Among  other  investors  begin 
to  till  Russian  soil:  Boston- b 
Junction  Investors,  a  S50-mi 
(capital)  investment  bank  set  up 
years  ago  by  entrepreneur  The 
DiBenedetto,  44.  Junction  has  ire 
ed  in  Moscow  real  estate,  a  Russia 
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Your  symptoms  are  bothering  you,  but 
you're  still  waiting  to  see  your  doctor  about 
'our  enlarged  prostate.  Maybe  it's  time  to  stop  waiting. 

Ask  your  doctor  about 
the  prescription  medicine  PROSCAR  . 

(FINASTERIDE) 


Finally,  a  medicine 
for  the  treatment 
of  symptomatic  benign 
prostate  enlargement 

du  can't  make  it  till  halftime  any- 
ore  without  having  to  go  to  the 
ithroom.  You're  getting  up  several 
nes  a  night  to  urinate.  It's  begin- 
ng  to  bother  you,  but  up  to  now, 
>u've  lived  with  it.  The  question  is, 
tould  you? 

ntil  recently,  there  wasn't  a 
edicine  that  could  help  the  condition 
lown  as  symptomatic  benign 
•ostate  enlargement  or  BPH.  But 
)w  there  is  Proscar,  the  first  oral 
escription  medicine  that  can  actual- 
shrink  an  enlarged  prostate. 

oweuer,  it  is  important  to  know  the 
Mowing:  PROSCAR  doesn't  work  for 
eryone.  Even  though  the  prostate 
rinks,  you  may  nx)t  see  an  improve- 
ent  in  urinary  flow  or  symptoms, 
id  you  may  need  to  take  PROSCAR  for 
months  or  more  to  see  whether  it 
Ipsyou. 

low  PROSCAR  can  shrink  an 
enlarged  prostate 

3  a  man  ages,  a  key  hormone  can 
;lp  cause  the  prostate  to  grow. 


prostate  surrounds  part  of  the  urethra,  the  tube  that 
ies  urine  from  the  bladder.  As  the  prostate  enlarges,  it 
squeeze  the  urethra  and  cause  urinary  problems. 


PROSCAR  actually  blocks  the  produc- 
tion of  this  hormone,  so  it  helps 
shrink  the  prostate  to  a  smaller  size 
in  many  men.  As  a  result,  some  men 
treated  with  PROSCAR  experience  an 
increased  urinary  flow  and  an 
improvement  in  urinary  symptoms. 

Why  you  should  see  your 
doctor  soon 

The  problem  will  probably  not  get 
better  by  itself.  In  many  cases,  the 
prostate  continues  to  enlarge  and 
the  symptoms  may  get  worse.  So  if 
your  urinary  symptoms  are  bother- 
ing you,  consult  your  family  doctor 
or  a  urologist  and  find  out  if 
PROSCAR  is  an  appropriate  treat- 
ment for  you.  It  is  also  important  to 
have  regular  checkups.  While 
benign  prostate  enlargement  is  not 
cancer  and  does  not  lead  to  cancer, 


the  two  conditions  can  exist  at  the 
same  time. 

Remember,  only  a  doctor  can  evalu- 
ate your  symptoms  and  their  possi- 
ble causes.  So  don't  wait  any  longer. 
You  may  find  out  that  your  enlarged 
prostate  can  be  made  into  a  smaller 
problem. 

For  a  free,  informative  booklet, 
"Every  man  should  know  about 
his  prostate,"  call  1-800-635-4452 
today. 


TABLETS 

PROSCAR  S)mg 

[FINASTERIDE] 


993,  Merck  &  Co.,  Inc.  J3PO36VK70D-PSA559 


Please  see  patient  information  on  the  adjacent  page. 


A  MERCK 


Russia 


PATIENT  INFORMATION  ABOUT 

PROSCAR"  (Prahs-car) 

Generic  name:  finasteride  (fin-AS-tur-eyed) 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperpla- 
sia and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign 
prostatic  hyperplasia  or  BPH.  This  occurs 
only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR.  Also, 
read  the  leaflet  each  time  you  renew  your 
prescription,  just  in  case  anything  has 
changed.  Remember,  this  leaflet  does  not 
take  the  place  of  careful  discussions  with 
your  doctor.  You  and  your  doctor  should 
discuss  PROSCAR  when  you  start  taking 
your  medication  and  at  regular  checkups. 

What  is  BPH? 

BPH  is  an  enlargement  of  the  prostate 
gland.  After  age  50,  most  men  develop 
enlarged  prostates.  The  prostate  is  located 
below  the  bladder.  As  the  prostate  enlarges, 
it  may  slowly  restrict  the  flow  of  urine. 
This  can  lead  to  symptoms  such  as: 

•  a  weak  or  interrupted  urinary  stream 

•  a  feeling  that  you  cannot  empty  your 
bladder  compfetely 

•  a  feeling  of  delay  or  hesitation  when  you 
start  to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options 
for  BPH: 

•Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged 
prostate  gland  and  no  symptoms  or  if  his 
symptoms  do  not  bother  him,  he  and  his 
doctor  may  decide  on  a  program  of  monitor- 
ing which  would  include  regular  checkups, 
instead  of  medication  or  surgery. 
•Medication.  Your  doctor  may  prescribe 
PROSCAR  for  BPH.  See  "What  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need 
surgery.  Your  doctor  can  describe  several 
different  surgical  procedures  for  BPH. 
Which  procedure  is  best  depends  on  your 
symptoms  and  medical  condition. 

What  PROSCAR  does 

PROSCAR  lowers  levels  of  a  key  hormone 
called  DHT  (dihydrotestosterone),  which  is 
a  major  cause  of  prostate  growth.  Lowering 
DHT  leads  to  shrinkage  of  the  enlarged 
prostate  gland  in  most  men.  This  can  lead 
to  gradual  improvement  in  urine  flow  and 
symptoms  over  the  next  several  months. 
However,  since  each  case  of  BPH  is  differ- 
ent, you  should  know  that: 

•  Even  though  the  prostate  shrinks,  you 
may  NOT  see  an  improvement  in  urine  flow 
or  symptoms. 

•You  may  need  to  take  PROSCAR  for  six  (6) 
months  or  more  to  see  whether  it  helps  you. 

•Even  though  you  take  PROSCAR  and  it 
may  help  you,  it  is  not  known  whether 
PROSCAR  reduces  the  need  for  surgery. 

What  you  need  to  know  while  taking 
PROSCAR 

•You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have 
regular  checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups. 
•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  may  cause  side  effects. 
Side  effects  due  to  PROSCAR  may  include 
impotence  (or  inability  to  have  an  erec- 
tion) and  less  desire  for  sex.  Each  of 
these  side  effects  occurred  in  less  than  4c/c 
of  patients  in  clinical  studies.  In  some 
cases  side  effects  went  away  while  the 
patient  continued  to  take  PROSCAR. 


Some  men  taking  PROSCAR"  (Finasteride) 
may  have  a  decrease  in  the  amount  of 
semen  released  during  sex.  This  decrease 
does  not  appear  to  interfere  with  normal 
sexual  function. 

You  should  discuss  side  effects  with  your 
doctor  before  taking  PROSCAR  and  any- 
time you  think  you  are  having  a  side  effect. 
•Checking  for  prostate  cancer.  Your 
doctor  has  prescribed  PROSCAR  for  symp- 
tomatic BPH  and  not  for  cancer — but  a 
man  can  have  BPH  and  prostate  cancer  at 
the  same  time.  Doctors  usually  recom- 
mend that  men  be  checked  for  prostate 
cancer  once  a  year  when  they  turn  50  (or 
40  if  a  family  member  has  had  prostate 
cancer).  These  checks  should  continue  while 
you  take  PROSCAR.  PROSCAR  is  not  a 
treatment  for  prostate  cancer. 

•About  prostate  specific  antigen  (PSA). 

Your  doctor  may  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PSA  values.  For 
more  information,  talk  to  your  doctor. 

•A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  MEN  only. 
PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 
If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  Daby, 
it  may  cause  the  male  baby  to  be  born  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR 

are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  Daby.  you  must  stop  taking  PROSCAR 
and  talk  to  your  doctor.  If  your  partner 
could  become  pregnant,  proper  use  of  a 
condom  can  reduce  the  risk  of  exposing  her 
to  your  semen  (discuss  this  further  with 
your  doctor). 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become 
pregnant  must  not  handle  broken  tablets 
of  PROSCAR. 

PROSCAR  tablets  are  coated  to  prevent 
contact  with  the  active  ingredient  during 
normal  handling.  If  this  coating  is  bro- 
ken, the  tablets  should  not  be  handled  by 
women  who  are  pregnant  or  who  could 
become  pregnant. 

If  a  woman  who  is  pregnant  comes  into 
contact  with  the  active  ingredient  in 
PROSCAR,  a  doctor  should  be  consulted. 
Remember,  these  warnings  apply  only  if 
the  woman  exposed  to  PROSCAR  is  preg- 
nant or  could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  every  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSCAR,  it  may  be  help- 
ful to  take  it  the  same  time  every  day. 
Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 
Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  INFORMATION  ABOUT 
PROSCAR  AND  BPH,  TALK  WITH  YOUR 
DOCTOR.  IN  ADDITION,  TALK  TO  YOUR 
PHARMACIS'l  OR  OTHER  HEALTH  CARE 
PROVIDER. 
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company  and  a  telecommunicat 
operation.  Then  there's  New  Yi 
based  Providence  Capital,  organ 
by  investment  banker  Herbert  E 
ton,  Chicago's  Sam  Zell  and  se\ 
other  wealthy  individuals.  Provide 
has  invested  several  million  dollai 
sundry  Russian  projects,  includii 
scrap  steel  operation  and  a  long 
tance  phone  company. 

The  number  of  investment  opj 
timitics  is  growing  rapidly.  ( 
4,000  large  and  medium  compa 
have  been  privatized  over  the 
year;  virtually  all  of  them  need  ca] 
and  Western  technology.  Some 


Russia  is  the  ultimate  i 
emerging  markets.  On 
you've  bought  shares, 
is  a  struggle  even  to  ge 
your  name  down  in  th< 
shareholders'  register. 


stocks  are  now  quoted  on  Russia1 
or  so  stock  exchanges;  the  most  at 
exchanges  are  in  Moscow,  St.  Pel 
burg  and  Vladivostok.  Liquidit 
increasing  fast.  A  large  numbe 
Russian  entrepreneurs  who  n 
huge  profits  in  commodities  tra( 
are  now  buying  up  equities.  The 
ume  of  trade,  mostly  on  a  decen 
ized  over-the-counter  market,  is 
mated  at  about  $500  million  a  mo 

CS  First  Boston  has  a  man  in  A 
cow,  Boris  Jordan,  who  will  br< 
stocks  for  well-heeled  Westerner: 
Russian  stock  exchanges,  incluc 
Vladivostok's.  Minimum  accc 
size:  $1  million.  Jordan  says  he's 
rently  working  on  the  largest  tran 
tion  so  far:  a  private  placement  of 
million  equity  in  an  undisclosed  1 
sian  company  being  marketed  to 
eral  Western  funds.  Jordan  expeel 
close  the  deal  by  year-end. 

Among  Russian  stocks,  Joi 
says,  the  best  buys  are  in  consu 
goods — especially  companies  ] 
dticing  beverages,  cigarettes  and 
letries,  which  often  sell  at  less  t 
one  times  earnings.  That's  one  ti 
ruble  earnings,  so  if  you  think 
ruble  is  unrealistically  cheap  yo 
benefiting  two  ways:  cheap  earn 
expressed  in  a  cheap  currency. 

Investor  beware:  Russia  is  the  i 
mate  in  emerging  markets.  The  si 
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HECK  OUT  THE  GUARDIAN 

"THE  BEST  OF 
THE  BEST" 

STOP!  DON'T  BUY  ANY  OTHER  POLICY  BEFORE  YOU  TALK  TO  US. 


The  Guardian  is  one  of  the  strongest  financial 
companies  in  America.  Here's  the  proof: 

1.  The  highest  ratings  from  the  leading  independent  rating  services* 

2.  Ranked  #1  industry-wide  on  the  basis  of  20-year  Interest  Adjusted 
Costs  at  ages  25,  35  and  45. 

3.  A  mutual  fund  (The  Guardian  Park  Avenue  Fund®)  awarded  five 
stars  by  Morningstar  (6/25/93)  and  placed  on  the  Forbes  Honor  Roll 
for  the  past  six  years.** 

4.  For  the  third  consecutive  year,  recognized  by  FORTUNE®  as  the  #1 
insurance  company  of  the  50  largest  in  America  based  on  net 
income  as  a  percent  of  assets. 

5.  Dividends  paid  EVERY  YEAR  since  1868  and  up  40%  in  the  past 
five  years.  (1992  dividend  was  the  highest  total  dividend  payout  in 
Guardian's  history!) 

6.  In  the  forefront  of  group  coverage  for  both  large  and  small 
companies. 

7.  A  leader  in  innovative  Disability  Income  Protection  plans. 

8.  A  high-quality,  professional  career  agent  field  force. 


THE 
GUARDIAN 

0 


YOUR 
INSURANCE 
COMPANY 


For  more  evidence  of  our  outstanding  performance,  just  call  your  Guardian 
representative  or  1-800-662-1006.  We'll  show  you  why  The  Guardian  is  the 
intelligent,  financially  strong  choice  for  Life  Insurance,  Group  Insurance, 
Reinsurance,  Disability  Income  Protection  or  Equity  Products.** 

" Rated  "AAA"  by  Standard  and  Poor's,  "Aaa"  by  Moody's  and  A+  +  by  A.M.  Best. 

'Morningstar,  Inc.,  a  nationally  recognized  mutual  fund  rating  organization,  seeks  to  identify  those 
funds  that  produce  the  highest  level  of  return  in  relation  to  their  overall  level  of  risk.  The  Forbes  Honor 
Roll  selects  approximately  20  mutual  funds  each  year  from  over  1,000  stock  funds  ranked  for  con- 
sistency of  results,  moderate  risk  and  continuity  of  management  Request  a  prospectus  with  more 
complete  information,  including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send 
money.  Equity  products  are  offered  through  Guardian  Investor  Services  Corporation*  an  indirect 
wholly  owned  subsidiary  of  The  Guardian  Life  Insurance  Company  of  America. 


^  The  Guardian9 

The  Intelligent  Choice" 


Since 


<y  1993  The  Guardian  Life  Insurance  Company  of  America 
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Russia 


Junction  Investors' 
Thomas 
DiBenedetto 
An  interest  in 
Russian  oil  and 
telecommunica- 
tions companies. 


markets  arc  totally  unregulated. 
Companies  publish  virtually  no  finan- 
cial statements.  Equities  trading  is 
unregulated,  and  it's  hard  to  get  reli- 
able price  quotes.  Boris  Jordan's  15 
staffers  run  around  trying  to  find  out 
who  owns  what  shares  in  which  com- 
panies. They  also  have  to  find  out  the 
prevailing  price  for  each  equity.  And 
once  you  have  bought  the  shares,  it  is 
a  struggle  even  to  get  your  name 
down  in  the  shareholders1  register. 

When  a  group  of  Western  investors 
bought  a  minority  stake  in  a  food- 
processing  company  lor  $200,000, 
they  found  that  the  company's  pro- 
duce (and  profits)  began  to  disappear. 
The  Russian  managers  were  diverting 


the  goods  to  the  black  market.  The 
investors  suffered  a  big  loss. 

Call  in  the  cops?  Good  luck.  Notes 
Connell  Gallagher,  a  Russian  invest- 
ment analyst  at  London's  $5  billion 
(assets)  Framlington  Investment 
Management:  "With  no  contract  law 
and  very  little  legal  protection,  the 
Russian-  market  is  based  on  personal 
relations." 

Framlington  has  an  interesting 
strategy.  It  is  raising  up  to  $75  million 
for  a  Russian  fund  that  will  primarily 
invest  in  established  Western/Rus- 
sian joint  ventures,  riding  the  coattails 
of  Western  companies  that  will  take 
on  management  responsibility.  It  has 
identified  two  dozen  promising  op- 
portunities: food  processing  compa- 
nies, clothing  manufacturers,  even 
foreign  auto  repair  shops.  "The  fact 
that  there  are  tremendously  underval- 
ued assets  under  the  cash  flow  is  just 
an  added  kicker,"  says  Gallagher. 

Other  Western  investors,  including 
Templeton  Global  Income  Fund, 
have  made  serious  money  by  investing 
in  the  more  easily  accessible  Russian 
debt  markets.  The  average  price  of  the 
$23  billion  nonperforming  Western 


Providence 
Capital's 
Herbert  Dentcn 
If  you've  got 
the  risk,  why  r 
the  upside? 


bank  loans  to  Vnesheconombank 
risen  from  12.5  cents  per  face  v< 
dollar  in  March  to  42.5  cents  recen 
London's  Morgan  Grenfell,  wh 
along  with  Chemical  Banking,  is 
main  marketmaker  in  Russian  d< 
reports  that  despite  relatively  sr 
volume  Russia  is  one  of  its  three  n 
profitable  debt  trading  operations 
And  what  happens  to  all  these  bi 
investors  if  Russia  explodes  in  nuc 
civil  war?  Herbert  Denton,  presid 
of  New  York's  Providence  Capi 
has  a  ready  reply  to  that  one.  "If; 
own  the  Dow  Jones  industrials  i 
long-term  bonds,"  says  Dent 
"you  already  own  a  part  of  that  r 
but  you  don't  get  the  upside." 


PaineWebber's 
apparatchik 


Yuri  Petrov 
Well  connected. 


One  of  Paine  Webber 
Inc.'s  more  important  local 
contacts  in  Moscow  for 
the  $100  million  Russia 
country  fund  it  launched 
in  September  is  Yuri 
Petrov. 

A  man  with  impeccable 
political  connections,  Pe- 
trov, 54,  is  chairman  of 
the  Russian  State  Invest- 
ment Corp.,  with  $1  bil- 
lion allegedly  at  his  finger- 
tips to  provide  guarantees 
and  otherwise  lure  war}' 
foreign  capitalists  to  in- 
vest in  Russia.  PaineWeb- 
ber  has  been  talking  with 
Petrov  about  securing  his 
agency's  guarantees.  Al- 
ready PaineWebber  has  ar- 
ranged for  the  LT.S.' 
Overseas  Private  Invest- 
ment Corp.  to  protect  the 
fund's  assets. 

Petrov's  expertise  isn't 
economics  or  finance.  It's 
politics.  He  was  the  most 


formidable  of  a  shadowy 
cadre  Boris  Yeltsin 
brought  to  power  with  him 
from  the  Communist 
Party  organization  Yeltsin 
used  to  run  in  Sverdlovsk 
(now  Ekaterinburg).  As 
Kremlin  chief  of  staff 
from  1989  until  last  Janu- 
ary, Petrov  was  rarely 
heard  from  in  public,  but  he 
always  occupied  the  of- 
fice next  door  to  Yeltsin's. 

"I  will  never  give  you 
Petrov,"  Yeltsin  once  fam- 
ously told  the  querulous 
Congress  of  People's  Dep- 
uties. But  give  him  up  he 
did  in  January,  apparently 
to  appease  some  of  the 
young  technocrats  cap- 
tained by  Yegor  Gaidar 
and  Privatization  Minister 
Anatoly  Chubais.  The  In- 
vestment Corp.  job  was 
a  kind  of  severance 
package. 

Under  Petrov,  the 


State  Investment  Corp. 
done  nothing  of  note  si 
far.  A  major  public-priv 
initiative  to  build  a  new 
factory  for  Lada  cars  by 
passed  Petrov  entirely. 

But  don't  underesti- 
mate Petrov's  potential 
ue  to  PaineWebber.  It 
will  be  some  time  befoi 
what  you  know  in  Russ 
becomes  anywhere  neai 
important  as  who  you 
know.  And  Boris  Yeltsii 
pattern  is  to  humble  hi; 
old  cronies,  but  not  bat 
them  entirely.  Chances 
are  good  that  Yuri  Petr< 
still  has  the  number  for 
the  boss'  private  line. 

In  a  land  where  the  r 
of  law  is  still  largely  un- 
known, those  seven  dig 
could  be  more  useful  tc 
vestors  in  Russia  than  a 
busload  of  M.B.A.s  anc 
economics  Ph.D.s. 

-Craig  Mellow 
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Bog  Creek  Farm  may  not  be  Yellowstone,  but  the  mere  fact 
can  be  here  at  all  is  beautiful  to  contemplate.  It  was  once  one  ol 
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tions  worst  hazardous  waste  sites, 
i  also  one  of  10,000  we Ve  cleaned  up. 


MKT  International  Inc. 

A  WMX  Technologies  Company 

O  199.1  WMX  rirtiiwlngiw.  in 


A  technical  genius  who  quietly  built  a  $600  million 
business  has  suddenly  caught  the  world's  attention. 
He  may  soon  be  revolutionizing  the  housing  market. 

"I  buy  from 
someone  else, 
I  got  no  edge" 

By  Randall  Lane 

Vic  De  Zen,  the  52-year-old  presi- 
dent of  Royal  Plastics  Group,  looks  as 
comfortable  in  his  suit  as  a  7-year-old 
boy  in  church.  He  still  has  trouble 
with  English  31  years  after  emigrating 
from  Italy  to  Toronto.  He  appears 
flustered  trying  to  explain  the  struc- 
ture of  his  complex  company. 

De  Zen  doesn't  express  himself 
well  w  ith  words.  He  gains  confidence, 
however,  when  he  reaches  for  one  of 
the  pads  of  graph  paper  on  hand  all 
around  Royal's  Weston,  Ont.  head- 
quarters and  begins  scrawling  furious- 
ly. "Our  company  is  like  a  circle,'"  he 
says,  as  numbers,  shapes  and  diagrams 
pour  out  of  the  pen,  releasing  ideas 
De  Zen  could  not  express 
verbally. 

He's  trying  to  explain  the  compli- 
cated structure  of  his  privately  owned 
company,  which  is  North  America's 
largest  manufacturer  of  extruded 
plastic — plastic  passed  through  a  die 
rather  than  molded.  Its  primary  prod- 
ucts are  window  and  door  frames, 
vinyl  siding,  vertical  blinds  and  pipe. 
It  will  do  about  S600  million  in  sales 
this  year,  75%  of  that  in  the  U.S. 
Forbes  estimates  it  has  a  cash  flow  of 
over  SI 00  million  and  net  profit  mar- 
gins exceeding  8%,  well  above  average 
for  the  plastic  extrusion  business. 

Until  recently,  however,  almost  no 
one  outside  the  business  had  heard  of 
either  De  Zen  or  Royal.  The  companv 
operates  without  fanfare  from  an 
ugly,  two-story  brick  factory.  A  recent 
Toronto  Globe  and  Mail  list  of  Cana- 


da's 1,000  largest  companies  didn't 
even  mention  Royal.  Even  its  direct 
competitors  are  at  a  loss  for  specifics. 
"They're  a  mystery  to  all  of  us,"  says 
Thomas  Torokvei,  chairman  of  com- 
petitor Ipex  Inc.,  in  Don  Mills,  Ont. 

But  all  that  is  changing.  Politicians 
and  businessmen  from  all  over  the 
world  have  trekked  up  to  Canada  over 
the  past  two  years  to  see  the  new  est 
thing  Royal  is  extruding:  plastic 
houses. 

Don't  laugh.  While  the  average 
American  probably  wouldn't  bite 
even  at  Royal's  luxury  model,  which 
can  include  a  fireplace  and  a  whirl- 
pool, the  lower  line  of  sturdy  plastic 
houses  looks  pretty  good  to  the 
masses  in  poorer  nations. 

Royal's  basic  500-square-foot 
model  comes  with  plumbing  and 
electricity,  uses  virtually  no  natural 
resources  and  can  be  built  by  three 
people  in  three  days.  Its  final  cost  to 
the  buyer:  about  SI 6,000. 

Argentine  President  Carlos 
Menem  cut  the  ribbon  in  June  at  a 
subdivision  outside  of  Buenos  Aires 
that  now  contains  400  of  Royal's 
houses.  Builders  there  have  ordered 
6,700  more.  Royal's  houses  are  also 
up  in  Colombia,  India,  Hungary,  the 
Philippines  and  another  half-dozen 
nations.  Mexico  President  Carlos  Sa- 
linas has  expressed  interest  in  them  for 
his  country. 

The  plastic  house  has  been  a  sort  of 
Holy  Grail  for  plastic  extruders  since 
the  1960s.  GE  Plastics  and  bf  Good- 


rich both  spent  millions  during 
1980s  developing  a  plastic  "hous< 
the  future."  But  these  expensive  p 
totype  houses  were  built  more 
prove  it  could  be  done  than  to  sell 

De  Zen's  secret  lies  in  his  in-ho 
machine  and  tool  makers.  While 
Zen  will  sell  chemicals  or  washer; 
other  plastics  makers,  the  machi 
and  tools  are  for  internal  use  only. 
I  just  buy  from  someone  else,  I  got 
edge,"  says  De  Zen,  who  holds  ab 
50  patents  on  die-making  process* 

These  patented  processes,  crea 
by  De  Zen's  native  talents  and  m 
than  S50  million  in  research  and 
velopment,  yielded  the  breakthroi 
on  the  plastic  house:  a  process 
which  strong  compounds  can  be 
truded  into  complex  shapes.  Rc 
then  created  hollow  panels  that. 
Lego  toys,  interlock  to  create  w« 
roofs  and  floors.  Special  pieces  all 
for  doors  and  windows,  electrical  \ 
ing  and  plumbing.  After  the  panels 
slid  together,  they  are  filled  with  0 
crete,  yielding  a  structure  that  pas 
Canada's  stringent  housing  code. 

With  the  technology  sect 
Royal's  efforts  are  going  toward  p 
duction.  The  company  plans  to  m 
10,000  plastic  houses  next  year  ; 
25,000  in  1995,  when  a  housing-c 
plant  becomes  operational  in  Tor 
to.  "There's  now  only  one  probler 
says  De  Zen.  "How  to  supply, 
how  to  sell." 

Eventually,  Royal  hopes  to  buil 
housing  facton-  in  each  country  t 
becomes  a  major  market,  in  conju 
tion  with  a  local  joint-venture  p; 
ner.  Venezuela  and  Colombia 
scheduled  to  be  first,  with  perh 
Spain  and  China  to  follow. 

Which  helps  explain  all  th 
scrawls  De  Zen  was  making  when 
tried  to  explain  the  structure  of 
business.  De  Zen  grew  Royal  in 
unusual  way.  As  his  business  expa: 
ed,  he  set  up  plastic  extrusion  facto 
throughout  Canada,  the  U.S.  ; 
Great  Britain  and  incorporated  e 
one  separatelv,  each  with  differ 
minority  partners.  In  each  case, 
Zen  retained  a  controlling  inter 
That  puts  him  at  the  center  o 
"circle"  of  companies. 

This  strange  setup  kept  Roya 
collection  of  small  businesses  x 
grew ,  rather  than  a  behemoth.  "H 
can  you  look  after  customers  if  \ 
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Royal  Plastics 
Group  President 
Vic  De  Zen, 
with  a  partially- 
assembled 
plastic  house 
A  new  take 
on  Lego, 
with  potentially 
unlimited 
worldwide 
demand. 


ave  a  huge  company  with  3,000 
"nployees?'1  asks  De  Zen.  When  a 
istomer  becomes  large  enough, 
oval  will  build  a  plant  solely  for  its 
>e  and  turn  over  to  the  customer  up 
>  half  of  the  equity. 
The  unusual  structure  also  allows 
'e  Zen  to  act  on  the  lesson  he  learned 
irly  in  life:  You  can  best  keep  and 
lotivate  talented  people  if  you  cut 
lem  into  the  action.  Top  employees 
ceive  stakes  in  the  factories  they 
in,  while  De  Zen  continues  to  con- 
ol  the  whole. 

De  Zen's  complex  of  companies  is 
ctremely  vertically  integrated.  Royal 
ays  resin  and  a  few  additives,  but 
lakes  virtually  everything  else  itself, 
s  integration  stretches  from  plant 
:sign  to  a  200-truck  delivery  system. 

The  mass  manufacture  of  houses 
ill  probably  demand  more  capital 
tan  Royal  possesses.  De  Zen  ac- 
lired  control  of  Montreal-listed 
lastibec  in  1989.  If  he  feels  comfort  - 
)le  leading  a  public  entity,  he  can 
ply  use  Plastibec  as  a  vehicle  for 


going  public  without  diluting  his 
control  of  Royal  itself. 

Who  is  this  little -known  entrepre- 
neur who  may  revolutionize  the 
world  housing  market?  To  begin 
with,  he  is  a  genius  tool  and  die 
maker.  De  Zen  learned  his  trade  ap- 
prenticing for  tool  and  die  makers 
near  his  hometown,  just  north  of 
Venice.  Jobs  were  scarce,  so  he  left  in 
1962  to  join  his  brother  in  Toronto. 
He  was  installing  television  antennas 
shortly  after  he  got  off  the  plane,  and 
did  manual  labor  for  the  next  five 
years,  while  trying  to  find  work  as  a 
diemaker. 

De  Zen  finally  landed  a  position 
with  a  small  Toronto  company,  Pillar 
Plastics.  He  quickly  gained  a  reputa- 
tion as  a  skilled  diemaker,  who  could 
create  shapes  out  of  plastic  that  no- 
body else  could. 

But  Pillar  tried  to  take  advantage  of 
his  talents.  One  year  his  Christmas 
bonus  totaled  just  $2.  The  final  straw 
came  when  the  company  offered  De 
Zen  part-ownership,  then  retracted 


the  offer. 

Fed  up,  De  Zen  and  two  other 
Pillar  employees  and  fellow  immi- 
grants, Domenic  D'Amico  and  Lo- 
renzo De  Meneghi,  quit  in  1970. 
They  pooled  their  S51 ,000  savings  to 
start  Royal,  with  De  Zen  holding  the 
majority  stake.  The  three  partners 
paid  themselves  just  S45  a  week  dur- 
ing the  first  three  years.  Pillar  floun- 
dered without  De  Zen.  In  1973  Royal 
acquired  Pillar  for  $500,000. 

De  Zen  describes  what  happened 
next  with  a  diagram  showing  a  flight 
of  stairs  with  landings.  Roval  would 
grow,  then  reap  some  profits;  grow, 
then  reap.  During  the  moneymaking 
phases,  De  Zen  invested  some  of  the 
profits  into  commercial  and  industrial 
real  estate  around  Toronto,  which 
boomed  during  the  Seventies  and 
Eighties. 

When  it  was  time  to  expand  Royal 
again,  he  would  sell  property — a  self- 
made  man  building  a  self-financed 
business  the  old-fashioned  way,  out 
of  scrimping,  brains  and  sweat.  H 
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ADVERTISEMENT 


Partnerships  In 
Engineering  Excellence 

Reestablishing  an  American  Legend 


Perhaps  no  other  product  has  come  to  symbolize 
America's  passion  for  freewheeling  road  travel  and  personal 
independence  more  than  a  Harley-Davidson®.  For  legions 
of  riders  worldwide,  a  Harley-Davidson®  motorcycle  repre- 
sents the  uniquely  American  longing  for  the  open  road, 
unconfined  by  the  walls  and  windows  of  an  automobile. 

But  only  ten  years  ago,  Harley-Davidson  was  struggling 
to  sell  its  products.  Like  so  many  other  icons  of  American 


manufactunng,  Harley-Davidson  had  become  a  victim  of  its 
own  success,  turning  out  the  same  basic  machines  year 
after  year.  A  clientele  that  included  many  do-it-yourself 
mechanics  virtually  assured  the  company  of  sales  and  for- 
gave quality  oversights.  After  all,  working  on  your  Harley® 
was  half  the  fun  of  owning  one. 

That  complacency  nearly  doomed  Harley-Davidson 
when  overseas  manufacturers  unveiled  a  new  generation  of 
higher-quality,  technically  advanced  motorcycles. 

But  Harley-Davidson,  the  ail-American  company, 
answered  the  new  challenges.  During  the  early  1980s, 
Harley-Davidson  became  committed  to  manufacturing  high- 
quality  products  that  could  compete  with  the  very  best  its 


competition  had  to  offer.  These  new  bikes  still  provided  the 
muscle  and  machismo  that  gave  Harteys®  their  legendary 
appeal,  but  riders  no  longer  needed  to  carry  tool  kits  when 
they  went  for  a  nde. 

The  result?  A  renewed  love  affair  with  Harley-Davidson. 
Not  only  traditional  blue-collar  cycle  fans,  but  also  doctors, 
lawyers,  chief  executive  officers  and  Hollywood  celebrities 
started  riding  Harley-Davidson®  motorcycles.  The  com- 
pany's success  became  a  textbook 
example  of  how  an  American  business 
can  right  itself  when  quality  becomes  its 
mission. 

Along  the  way,  Parker  Hannifin 
Corporation,  the  world's  largest  manufac- 
turer of  motion-control  components  and 
systems,  has  been  there  to  help.  Parker 
hydraulic  and  pneumatic  products  —  rang- 
ing from  pumps,  valves,  cylinders,  filters, 
fluid  connectors  and  seals  to  automation 
components  and  systems  —  are  used 
throughout  Harley-Davidson®  manufactur- 
ing plants.  And  Parker  seals  are  also  an 
integral  part  of  the  hydraulic  brake  system 
on  every  Harley®  produced. 

Support  like  this  has  helped  Harley- 
Davidson®  motorcycles  become  the 
most  sought  after  in  the  world,  with  demand  greatly  out- 
weighing supply.  Harleys  have  become  one  of  the  bright 
spots  in  U.S.  foreign  trade  with  31  percent  of  the  com- 
pany's unit  production  slated  for  export. 

It's  this  type  of  partnership  in  excellence  that  is  the  driv- 
ing force  behind  Parker's  worldwide  preeminence  in  motion- 
control  components  and  systems.  Parker  operates  200 
manufacturing  plants  and  administrative  offices  around  the 
world,  supporting  more  than  4,500  distributors  and  more 
than  258,000  customers  in  every  comer  of  the  world  with 
more  than  800  product  lines  for  hydraulic,  pneumatic  and 
electromechanical  applications  in  some  1 ,200  industrial  and 
aerospace  markets. 


Parker  and  Harley-Davidson  travel  the  road  to  excellence 


The  road  champion  image  of 
Harley-Davidson  has  been  restored. 
This  legendary  company  -  unique  in 
American  industry  -  recently  under- 
went a  complete  metamorphosis  in 
order  to  prevail  against  formidable 
competition  from  abroad.  And 
Parker  Hannifin,  the  world's  leader 
in  motion-control  components  and 
systems,  was  there  to  help. 

Much  of  the  Harley-Davidson 
rebuilding  process  was  a  team  effort 
guided  by  President  and  CEO  Rich 
Teerlink.  All  facets  of  the  company 
were  painstakingly  studied.  Harley- 
Davidson  then  adopted  employee- 
driven  quality  programs,  calling  for 


every  member  of  the  workforce  to 
become  fully  involved. 

Harley-Davidson  also  employed 
the  latest  in  manufacturing 
technology.  That's  where  Parker 
came  in. 

Harley-Davidson's  engineering 
team  employed  Parker's  innovative 
manufacturing  technology  to  further 
improve  productivity  and  quality  on 
the  factory  floor.  Parker's  advanced 
hydraulic  and  pneumatic  components 
and  systems  are  used  throughout 
Harley-Davidson®  manufacturing 
plants  to  improve  plant  efficiency. 
And  Parker  seals  are  used  on  the 


braking  system  of  every  Harley®. 

Parker  serves  over  1 ,200  markets. 
More  than  250,000  customers  around 
the  globe  rely  on  the  innovation  and 
dependability  of  Parker  technology, 
components  and  systems. 

These  partnerships  have  helped 
make  Parker  a  worldwide  leader  in 
the  motion-control  industry.  For 
more  information,  write  for  our 
Annual  Report:  Parker  Hannifin 
Corporation,  Dept.  FB-21,  17325 
Euclid  Ave.,  Cleveland,  OH  441 12- 
1290.  Or  call  1-800-C-PARKER 
(1-800-272-7537)  for  product 
information. 


A  partnership  in  vital  technologies  S2§2 
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The  U.S.  Treasury  could  do  itself,  taxpayers  and 
the  Federal  Reserve  a  big  favor  if  it  were 
to  start  selling  inflation-indexed  bonds. 

An  idea  whose 
time  has  come 


BY  STEVE  H.  HANKE  &  SIR  AWN  WALTERS 


Steve  H.  Hanke  is  a  professor  of 
Applied  Economics  at  The  Johns  Hopkins  University 
in  Baltimore  and  Sir  Alan  Walters  is  vice  chairman 
of  AIG  Trading  Corp.  in  Washington,  D.C. 


As  MOST  Forbes  readers  know,  there  is 
a  big  difference  between  real  interest 
rates  and  nominal  interest  rates.  The 
difference  is  inflation.  Real  interest 
rates  are  nominal  rates  less  the  expected 
inflation  rate.  A  6%  bond  really  yields 
only  3%  if  expected  inflation  is  3%. 

Fed  Chairman  Alan  Greenspan 
would  like  the  U.S.  Treasury  to  issue 
some  bonds  designed  to  give  the 
bondholder  a  real  return,  regardless 
of  the  inflation  rate.  That's  a  clear 
implication  in  the  Federal  Reserve 
Board's  "Midyear  Review."  It  ac- 
knowledges that  the  historical  rela- 
tionship between  money  and  the 
price  level  has  largely  broken  down, 
"depriving  the  |  money  supply]  ag- 
gregates of  much  of  their  usefulness  as 
guides  to  policy^" 

Consequently,  Greenspan  conclud- 
ed that,  at  least  for  the  time  being,  the 
Fed's  money  supply  targets  have  been 
downgraded  as  reliable  indicators  of 
financial  conditions  in  the  U.S.  econo- 
my, and  that  no  single  variable  has  yet 
been  identified  to  take  their  place. 

Bonds  whose  interest  and  prin- 
cipal were  adjusted  for  inflation 


could  fill  the  gap  quite  nicely. 

With  indexed  bonds,  payments  to 
bondholders  are  adjusted  upward  in 
response  to  increases  in  the  price  level. 
If  the  price  level  rises  by  5%  in  one 
year,  the  principal  value  of  a  $  1 ,000 
bond  increases  to  $1,050  and  the 
coupon  payment  is  now  5%  higher 
than  it  would  have  been.  Thus  there  is 
no  loss  to  the  bondholder  for  infla- 
tion. So,  whatever  interest  rate  he  will 
accept  for  that  bond  is  a  real  interest 
rate.  (In  this  example,  if  the  real  rate 
he  accepts  is  3%,  then  the  interest 
payment  on  the  bond  will  rise  from 
$30  to  $31 .50  after  one  year.) 

In  short,  unlike  holders  of  nonin- 
dexed  bonds,  those  who  hold  indexed 
bonds  do  not  have  to  forecast  inflation. 

Indexed  bonds  are  not  radically 
new.  They  are  available  in  Argentina, 
Brazil,  Israel  and  most  notably  in 
Great  Britain  since  1981.  Moreover, 
the  Union  Bank  of  Switzerland  is 
about  to  offer  inflation-adjusted  CDs 
in  minimum  denominations  of  $1 
million.  In  the  past  indexed  bonds 
have  also  been  available  in  the  U.S. 
For  example,  during  the  American 
Revolution  the  Massachusetts  legisla- 
ture issued  bonds  with  interest  and 
principal  linked  to  an  index  of  the 
prices  of  staple  commodities. 

To  accommodate  the  Fed  in  its 
search  for  an  observable  real  interest 
rate  and  a  market- based  indicator  of 
inflation,  the  U.S.  Treasury  could  be- 
gin to  issue  equal  amounts  of  indexed 
and  nonindexed  bonds.  For  example, 
let's  suppose  that  zero  coupon  bonds 
were  issued  and  that  both  the  indexed 
and  nonindexed  bonds  promised  to 
pay  $100  in  one  year.  Then,  if  the 
price  of  the  indexed  bonds  were  $97, 
the  real  yield  would  be  3%;  whereas,  if 


the  price  of  the  nonindexed  boi 
w  ere  $93,  the  nominal  yield  would 
7%.  The  "yield  gap"  between  th 
two  rates  would  be  4%,  which  wo 
be  the  one-year  inflation  rate  expc 
ed  by  the  market. 

Being  able  constantly  to  moni 
this  real  rate  would  be  immen; 
useful  for  the  Fed.  In  the  rep 
Greenspan  argued  that,  when  i 
rates  are  above  an  "equilibrium  1 
el,"  they  tend  to  be  associated  \\ 
slack,  disinflation  and  economic  st 
nation;  when  they  are  below 
"equilibrium  level,"  inflation 
booms  result.  Therefore,  if  the  I 
could  target  real  rates  at  an  "equilil 
um  level,"  then  its  objective  of  pi 
stability  would  be  achieved. 

In  addition  to  providing  die  I 
with  market-based  information  to  st 
its  monetary  policy,  the  issuance 
indexed  bonds  could  reduce  the  cc 
of  servicing  the  government's  de 
Indeed,  the  Thatcher  government 
duced  the  burden  of  debt  sen  ic 
dramatically  after  it  introduced 
dexed  bonds  in  1981  and  subsequer 
lowered  inflation  in  Great  Britain 
that  were  not  enough,  savers  w 
wished  to  lock  in  a  guaranteed  real  r 
of  return  would  also  find  inde? 
bonds  attractive  investment  vehicle; 

Why  don't  we  have  indexed  boi 
here?  The  Treasury  is  stonewalli 
Greenspan.  Bureaucracies  don't  1 
new-  things,  and  besides,  it  was 
invented  there. 

Indexed  bonds  are  an  asset  wh< 
time  has  come.  They  would  gener 
valuable  market- based  informal! 
for  the  Fed,  could  reduce  the  o 
of  financing  government  debt  a 
would  give  investors  a  wider  range 
choice  than  they  now  have.  I 
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Seven  highly-rated 
mutual  funds  according  to 
the  morning  star  independent 
rating  service: 

Prudential  Utility  Fund 

ft  ft  ft  ft  ft  -Momingstar  (Class  B) 
ft  ft  ft  ft      -Morningstar  (Class  A) 

Prudential  High  Yield  Fund 

ft  ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft      -Morningstar  (Class  B) 

Prudential  Equity  Income  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft  -Morningstar  (Class  B) 

Prudential's  Global  Utility  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 

Prudential  Equity  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft  -Morningstar  (Class  B) 

Prudential's  Nicholas- Applegate 
Growth  Equity  Fund 

ft  ft  ft  ft  -Morningstar  (Class  A) 

Prudential  FlexiFund/ 
Conservatively  Managed  Portfolio 

ft  ft  ft  ft  -Morningstar  (Class  A) 
ft  ft  ft  ft  -Morningstar  (Class  B) 


 Prudential  Securities 

For  a  copy  of  the  Third  Quarter  Performance  Review  on  all  of  our  funds,  call  1-800-654-5454  ext.  1811. 

For  more  complete  information  on  any  of  the  Funds,  including  charges  and  expenses,  call  1-800-654-5454  ext.  1811  or  ask  your 
Prudential  Securities  Financial  Advisor  for  a  free  prospectus  and  brochure.  Read  the  prospectus  carefully  before  you  invest  or  send 
money.  Ratines  as  reported  by  Momingstar  are  as  of  October  31,  1993.  Morningstar  Mutual  Funds,  a  semi-monthly  publication  of 
Morningstar,  Inc.  rates  over  1,200  mutualfunds  by  assessingeach  fund's  historical  total  returns  and  risk  relative  to  other  mutual  funds  in 
its  class  i.e.,  equity,  taxable  bond,  hybrid  or  municipal,  etc.  The  return  and  risk  evaluations  are  then  combined  to  produce  a  1-  to  5-star 
risk  adjusted  rating,  which  measures  a  fund's  historical  risk/return  performance  in  a  particular  class  of  funds.  Funds  are  ranked  according 
to  their  risk-adiusted  rating  in  five  categories;  Highest  (five  stars  which  includes  the  top  10%),  Above  Average  (four  stars  which  includes 
the  next  22.5%),  Neutral  (three  stars  which  includes  the  next  35%),  Below  Average  (two  stars  which  includes  the  next  22.5%)  or  Lowest 
(one  star  which  includes  the  bottom  10%).  Morningstar  does  not  rate  funds  or  share  classes  which  have  less  than  three  years  of 
performance.  Class  B  shares  of  Prudential's  Nicholas- Applegate  Growth  Equity  Fund  and  Prudential's  Global  Utility  Fund  were  not 
rated  by  Momingstar  because  they  have  been  in  existence  for  less  than  threeyears.  A  fund's  raring  mav  change  at  any  time  based  on 
new  data.  Ratings  are  historical  and  do  not  represent  future  performance  Class  A  shares  are  subject  fo  a  maximum' front-end  sales 
charge  of  5.25%^vlost  Class  B  shares  are  subject  to  a  contingent  deferred  sales  charge  of  5%,  4%,  3%,  2%,  1%,  and  1%  declining  over  a 
six-year  period  upon  redemption.  The  classes  have  a  common  portfolio.  °1993  Prudential  Securities  Incorporated  Member  SIPC. 
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BUILDING  SECURITY 

is  quite  good,  but 

7E  P  RECOMMEND  SOME 

improvements  in 

DUST  FILTRATION. 


dless     Hours  of 
it  may  have  gone  into  the  planning 
r  building.  Still,  there  are  several 
cant  factors  that  you  might  never 
lanned  for. 

The  continued  satisfactory  perform- 
your  heating,  air  conditioning  and 
tion  components.  The  efficiency  of 
ghting.  Even  the  effectiveness  of 
?curity  system. 

In  fact,  there  are  those  who  believe 
scause  their  building  is  relatively 
is  energy  efficient.  What  you  may 


COO 

be  surprised  to  learn  is  that  a  building 
only  ten  years  old  can  use  30-70%  more 
energy  than  it  should.  (Figures  that  only 
increase  with  the  age  of  your  structure.) 

This,  however,  would  not  be  the 
case  after  we  work  to  improve  the  total 
operation  of  your  building  systems. 

If  necessary,  we  can  perform  a 
complete  retrofit,  modifying,  replacing, 
or  adding  equipment.  And  all  without 
an  extensive  upfront  capital  investment. 
Since  the  costs  of  improving  the  efficien- 
cy of  the  mechanical,  electrical,  and 


lighting  systems  within  your  facility  can 
often  be  paid  for  by  the  subsequent  sav- 
ings in  energy  usage. 

We  can  back  these  improvements 
with  a  written  performance  guarantee. 

As  the  experienced  leader,  we've 
always  known  that  when  it  comes  to  the 
inside  of  your  building,  there  are  some 
things  you  simply  can't  plan  for. 

Which  is  why  we're  fully  commit- 
ted to  improving  life  in  the  great  indoors. 

JQHNSON 
CONTROLS 


In  Britain  the  Tories  sold  out  genuine  educational 
reform  and  substituted  a  phony  reform.  It  seems 
California's  governor  is  following  in  their  footsteps. 

A  revolution 


betrayed 


By  Richard  C.  Morais 

California  voters  rejected  a  school 
voucher  proposal  last  month,  but  the) 
didn't  bury  the  voucher  movement. 
"Nobody  is  ringing  the  death  knell 
for  the  voucher,"  says  John  Miller,  an 
associate  director  at  the  Manhattan 
Institute  in  Washington,  D.C.  "The 
groundsweU  is  too  great.''' 

The  Hoover  Institution's  Terry 
Moe,  a  principal  behind  the  nation's 


education  voucher  movement,  pored 
over  the  exit  polls  to  find  out  why 
voters  turned  down  the  proposal  to 
give  parents  $2,600  vouchers  to  help 
pay  for  the  education  of  their  choice 
for  their  children. 

Armed  with  insights  he  gained 
from  examining  the  polls,  Moe  and 
his  associates  filed  a  new  and  im- 
proved version  of  Proposition  174,  to 


California  Governor  Pete  Wilson 

He  caved  in  to  the  vested  interests. 


Britain's  voucher  advocates  Marjorie  and  Arthur  Seldon 

"The  voucher  is  the  only  way  to  overcome  the  vested  interests  blocking  reform." 


US 
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o  your  customer, 
corporate  headquarters 

is  here. 


A  field  office.  A  branch.  A  retail 
tion.  To  a  customer,  that's  your  com- 
y.  One  small  part  of  the  whole.  Which 
sn't  give  you  a  whole  lot  of  leverage 
he  point  of  customer  contact. 

But  now,  a  powerful  new  approach 
Dusiness  can  leverage  your  entire 
srprise  at  each  of  your  locations, 
llting  in  unparalleled  customer  ser- 

It's  brought  to  you  by  Unisys  and 
tured  in  one  word-cusTOMERiZE. 


CUStom-er-ize  kus'-ts-mg-rize'X  vi 
1 :  to  make  a  company  more  responsive 
to  its  customers  and  better  able  to  attract 
new  ones  2 :  to  customerize  an  organi- 
zation's information  strategy,  e.g.,  to 
extend  systems  capabilities  to 
field  locations  and  other  points  of 
customer  contact  and  support  3 :  what 
Unisys  Corporation  does  for  a  growing 
roster  of  companies,  and  government 
agencies,  worldwide  syn  see  customer 

SERVICE.  COMPETITIVE  EDGE.  BUSINESS- 
CRITICAL  SOLUTIONS,  REVENUE  GENERATION 


When  we  customerize  your  enter- 
ic, we  extend  the  full  capabilities  of 
r  information  technology  out  to  the 
I,  where  your  customers  are.  Where 
iness  is  generated.  As  the  world 


leader  in  customerizing  business,  Unisys 
shapes  your  information  strategy  to 
serve  customer  needs  for  efficiency, 

UNISYS 

We  make  it  happen. 


timeliness,  access  to  product  informa- 
tion, and  more. 

Whatever  your  business,  call  us  at 
1-800-874-8647,  ext.  11.  Ask  how  Unisys 
can  help  customerize  your  company. 
And  put  your  business  objectives 
squarely  on  the  map. 


J  Unisys  Corporation 


customerize  services  are  a  service  mark  of  Unisys  Corporation 


DAVIDOFF  OF  GENEVA,  INC 
535  Madison  Avenue  at  54th  Street  New  York 
212-751-9060  Of  800-548-4623 
232  Via  Roaeo.  North  Rodeo  Drive  Beverly  Hills 
310-278-8884  or  800-328-0039 

For  those  who  are  obsessed  with  quality 


Precision- crafted  for  the 
perfect  start  every  time 

The  Davidoff  Cigar  Scissors. 

Individually  crafted  from  hand-forged  stainless 
steel  Exactingly  aesigned  for  a  precision  cut. 

The  results  of  this  meticulous  workmanship? 
A  flawless  opening  that  gently  guides 
the  perfect  amount  of  smoke 
through  your  cigar,  for  the 
consummate  cigar  experience 

Enjoy  the  pleasures  of  owning  the 
Davidoff  Cigar  Scissors. 

Practical  and  precise.  Yet. 
elegant  as  a  work  of  art. 


GENEVA.  ZURICH.  LONDON.  AMSTERDAM.  BRUSSELS.  BEIJING.  HONG  KONG  SINGAPORE 
BANGKOK.  KUALA  LUMPUR.  TOKYO.  MONTREAL.  NEW  YORK.  BEVERLY  HILLS 


Enjoy  a  less 
taxing  situation. 


Twentieth  Century 's  Tax-Exempt  Short  Term  bond  fund  lets  you 
earn  competitive  tax-exempt  yields.  And,  until  1995,  the  fund  manager 
is  waiving  the  entire  management  fee.  Call  or  write  for  a  free  copy  of 
Your  Guide  to  Earning  Tax-Exempt  Income  and  an  information 
kit  about  our  family  of  no-load  mutual  funds.  The  kit  contains  a  prospectus 

with  more  complete  information. 


30-Day  Current  Yield 

as  of  10/31/93  

3.21% 

Annualized  Total  Return 

3.87%* 

as  of  9/30/93  

including  charges,  expenses 
and  minimu  ms.  Please  read  the 
prospectus  carefully 
before  investing. 


Call  today,  toll-free: 

1-800-345-2021 

P.O.  Box  419200,  Kansas  City,  Missouri  64141-6200 


©  1993  Twentieth  Century  Services.  Inc 
FBS/FI 


Investments  That  Work 


'Actual  return  from  3/1/93,  inception  date,  to  9/30/93  was  2.26%.  which  equals  3.87%  on  an  annualized 
basis.  Annualization  of  the  return  assumes  that  the  partial-year  performance  will  be  constant  throughout  the  period. 
Actual  returns  may  be  greater  or  less  than  the  annualized  data.  ■  Investment  income  may  be  subject  to  state  and  local 
taxes  and  the  federal  alternative  minimum  tax.  Capital  gains.if  any,  are  taxable.  ■  Data  quoted  represents  past  performance 
Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 


Educational  reform 

be  voted  on  in  1994.  Within  dav 
the  negative  vote,  five  new  vout 
initiatives  were  filed  with  the  stat 
California. 

The  educational  establishment 
unholy  alliance  of  educational 
reaucrats  and  teachers  unions, 
won  a  battle,  but  it  has  not  supprei 
the  popular  revolt  against  the  es 
lishment's  grip  on  education. 

The  great  education  revolt  of 
1990s,  a  cross  Atlantic  movem 
bears  more  than  passing  resembla 
to  the  1970s  revulsion  against  en 
ing  taxes  that  eventually  brou 
Ronald  Reagan  and  Marg 
Thatcher  to  power. 

The  California  polls  indicate  t 
while    middle-class    voters  tur 


The  cross-Atlantic  edu 
cation  revolt  of  the  199 
bears  more  than  passin 
resemblance  to  the  197 
tax  revulsion  that 
brought  Ronald  Reaga 
and  Margaret  Thatchei 
to  power. 


down  Proposition  174,  they  wo 
have  accepted  it  had  it  been  differ* 
[y  framed.  Voters  who  lived  in  c< 
fortable  neighborhoods,  questio] 
upon  leaving  the  polls,  indicated  t 
they  weren't  particularly  happy  w 
their  schools  but  preferred  them 
the  unknown.  They  were  afraid  t 
the  vouchers  would  suck  money  i 
of  those  schools,  making  them  woi 
and  benefit  only  private  schools 
countable  to  no  one.  But  they  w 
public  schools  to  improve. 

The  pro-voucher  people  h 
therefore  learned  from  their  def( 
They  must  in  the  future  persus 
middle-class,  suburban  parents  t 
well-run  public  schools  won't  sul 
from  the  voucher  system.  For 
better  public  schools  wouldn't  It 
students.  For  them  the  only  char 
would  be  that  part  of  their  fundi 
would  be  accounted  for  differem 
Only  the  really  bad  public  school- 
especially  those  in  the  inner  citie; 
would  lose  business. 

Republican  Governor  Pete  V\ 
son's  last-minute  opposition  to  1 
plan  helped  defeat  it.  He  threw 
weight  to  die  side  of  the  state's  b 
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ite  Environmentalist!! 


We're  all  in  it  together. 


Environmental  protection  is  everyone's  business. 
AM-RE  SERVICES,  INC.,  a  wholly  owned  subsidiary  of 
American  Re-Insurance  Company,  has  specialists  in 
environmental  technology  and  reinsurance.  We 
believe  it's  time  to  stop  focusing  our  efforts  on  who's  to 
blame  for  past  pollution  and  start  opening  lines  of 
communication  on  how  to  minimize  it  for  the  future. 
We  need  to  establish  achievable  goals  for  cleaning  up 
existing  sites.  To  resolve  disputes  outside  the 
courtroom  to  lessen  'frictional  costs'  so  our  nation's 
Superfund  doliars  aren't  wasted  on  litigation.  To  pool 


our  resources  in  research  and  technology  so  we're  all 
not  wasting  so  much  energy  tackling  the  same 
problems.  To  accept  that  our  economic  behavior  may 
have  to  change  in  the  short-term,  if  we  are  to  achieve 
our  long-term  goals.  And  most  importantly,  we  have  to 
build  trust.  Because  though  we  may  compete  in  the 
marketplace,  we're  all  in  this  world  together. 

Communication  is  the  first  step  toward  cooperation. 
Let's  start  talking  about  ways  we  can  work  together. 
For  more  information  on  Corporate  Environmentalism, 
call  Corporate  Communications  at  609-243-4339. 


AM-RE  SERVICES,  INC. 

555  College  Road  East,  Princeton,  NJ  08543-5241  (609)  243-4200 


Atlanta,  Bermuda,  Bogota,  Boston,  Brussels,  Cairo,  Chicago,  Columbus,  Dallas,  Hartford,  Kansas  City,  London,  Los  Angeles,  Melbourne,  Mexico  City, 
Minneapolis.  Montreal,  New  York,  Philadelphia,  San  Francisco,  Santiago.  Singapore,  Sydney,  Tokyo,  Toronto,  Vienna 
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Educational  reform 


reaucrats  who  enforce  California's 
11 -volume  education  code,  which 
runs  6,300  pages  and  weighs  36 
pounds.  State  bureaucrats  terrified 
voters  with  questionable  claims  that 
vouchers  would  cost  the  state  at  least 
SI  billion  over  three  years. 

Why  did  Wilson  chicken  out?  For 
the  same  reasons  perhaps  that  Brit- 
ain's bureaucrats  chickened  out  when 
faced  with  an  education  revolt  of  their 
own.  It's  a  sad  tale. 

In  1974  Marjorie  Seldon — now  74 
and  living  with  her  husband,  Arthur, 
in  a  thatched  cottage  in  Kent — 
founded  Britain's  Friends  of  the  Edu- 
cation Voucher  Experiment  in  Repre- 
sentative Regions  (Fever).  By  the  ear- 
ly 1980s  she  helped  convert  Keith 
Joseph,  Margaret  Thatcher's  educa- 
tion minister,  to  the  voucher.  Joseph 
tried  to  bring  the  voucher  to  a  cabi- 
net-level discussion.  Tory  cabinet 
ministers  were  reluctant  to  go  along. 
They  figured  the  fight  to  achieve  edu- 
cational reform  wouldn't  pay  off  po- 
litically for  them. 


But  rank-and-file  disgust  with  Brit- 
ish public  education  persisted.  The 
Tories  belatedly  and  sluggishly  re- 
sponded by  enacting  the  Education 
Reform  Acts  of  1988  and  1993. 
These  allow,  among  odier  things, 
schools  to  bypass  their  local  school 
board  and  get  funding  directly  from 
the  central  government;  they  man- 
date a  rigorous  "national  curricu- 
lum," nationwide  testing  and  disclo- 
sure of  results;  they  permit  parents  to 
pick  the  public  schools  they  want  and 
then  ensure  that  the  funds  follow  the 
student.  The  bottom  line  was  that  the 
government  retained  its  monopoly 
over  the  public  schools  while  parents 
were  given  a  limited  choice  among 
only  public  schools.  They  couldn't 
use  their  "choice"  at  private  schools. 
Thus  Britain  stopped  far  short  of  the 
privatization  of  education. 

In  California,  Governor  Wilson 
seems  to  be  aping  Britain's  timid  To- 
ries. Immediately  after  Proposition 
174  was  beaten  he  rushed  out  his  own 
five-point  education  reform  package. 


Under    headings    such    as  "s 
schools"  and  "high  standards" 
political  pufferies  like  "slash  red  tap 
and  "gun-free"  zones. 

"Wilson's  reform  proposals  le; 
the  system  intact,"  says  the  Hoo 
Institution's  Moe.  Reforms  like  thi 
of  the  Tory  government  "fail  to  ; 
dress  the  supply  side.  It's  half  a  revo 
tion."  Because  the  British  state  s 
controls  93%  of  the  nation's  schoc 
the  schools  remain  run  by  the  sa 
special  interests  that  have  brouj 
education  to  its  present  sorry  pass 
both  sides  of  the  Atlantic. 

British  parents,  for  example,  are 
theory  allowed  to  send  their  childi 
to  any  government  school,  even  if  i 
across  a  municipal  boundary.  A  f 
articulate  middle-class  families  actu 
ly  take  advantage  of  the  rules,  but 
many  the  parental  "choice"  is  m< 
apparent  than  real.  There  are  rij 
conditions  that  have  to  be  met  bef< 
education  officials  will  agree  to  a  s 
dent  transfer:  "efficient"  use  of 
sources,  distance  from  the  scho 
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With  the  Flying  Goddess  in  Ephesus  getting  her  wings 
around  460BC,  it's  easy  to  see  our  interest  in  flying  slightly 
pre-dates  our  modern  democracy.  This  year  Turkish  Airlines  is 
celebrating  its  60th  year.  And  although  that  makes  us  old  pros,  we 
have  one  of  the  youngest  fleets  of  A340's  you  could  fly  with, 
offering  the  best  connections  to  the  Middle  East,  Central  Asia  and 

Asia  since  the  time  when  peihaps  a  goddess  may  just  have  done  it  better. 


WHEREVER  YOU  DO  BUSINESS  AROUND  THE  WORL 
WE'RE  PART  OF  THE  LOCAL  FABRIC.  At  the  AIG  Companies,  our  busi 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East, 
there's  more  to  being  global  providers  of  insurance  than  just  being  a  long  way  from.  home.  AIG  traces  its  r 


Shanghai  in  1919,  and  today  our  network  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
inagers  who  understand  the  business  practices  and  needs  of  their  own  markets.  If  you're  a  multinational 
mpany  doing  business  in  today's  fast-changing  world,  you  need  our  unique  global  reach  and  global  experience. 


\IG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270. 


ional  reform 


Archery  and 
science  classes 
at  the  startup 
Sackville  School 
in  Kent 

Dragging  under- 
achievers  up,  not 
down,  at  reason- 
able cost. 


"appropriateness."  If  turned  down, 
parents  can  avail  themselves  of  three 
appeal  procedures.  A  few  do.  Fewer 
still  succeed. 

Jenny  Carney,  a  single  parent  in 
Cleveland,  North  Yorkshire,  was  up- 
set when  her  child  came  home  recit- 
ing nursery  rhymes  in  a  Pakistani  lan- 
guage. Carney  has  nothing  against 
multiculturalism,  but  she  wanted  her 
child  to  learn  English  first  and  learn  it 
well.  Carney  wanted  to  transfer  her 
child  to  a  school  that  had  fewer  chil- 
dren from  non- English-speaking 
homes.  The  local  authorities  accused 
her  of  racism  and  barred  her  transfer 
on  the  grounds  that  their  decision  was 
"in  the  best  interests  of  the  child." 
She  spent  four  years  in  court  fighting 
the  state  on  racism  charges.  The  judge 
finally  ruled  Carney  was  not  a  racist 
but  just  a  parent  concerned  for  her 
child's  education.  Little  Katrice  Car- 
ney now  attends  Marton  Grove 
School. 

Free  choice?  Over  30  families  in 
Bradford  recently  joined  forces  and 
took  the  local  government  to  court 
after  they  were  repeatedly  turned 
down  when  they  requested  transfers 
from  some  of  the  worst  schools  in  the 
country.  They  lost.  The  court  ruled 
the  officials  were  acting  within  the 
law.  "To  keep  the  numbers  right  the 


bureaucrats  push  the  students  into 
the  poor  schools, "  says  Nick  Seaton, 
chairman  of  the  grass-roots  Cam- 
paign for  Real  Education  in  York- 
shire. "They  talk  about  'choice,'  but 
when  the  laws  are  written  there  invari- 
ably is  a  hidden  clause  allowing  bu- 
reaucrats the  final  say." 

Preferring  his  alternative  program 
to  vouchers,  Governor  Wilson  in  Cal- 


ifornia sounds  much  like  the  Toi 
politicians  who  watered  down  eduoi 
tional  reform  in  Britain.  He  says  h 
wants  to  "shift  money  that  now  feec 
the  blob  of  bureaucracy  into  clas: 
rooms  where  it  can  help  our  kids."  i 
nice  sound  bite,  but  tell  it  to  th 
bureaucrats  and  to  the  Californj 
Teachers  Association.  "The  vested  ir 
terests  clins;  like  barnacles,"  warr 
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For  more  than  a  century  and  a  half,  Patek  Philippe  has  been  known  as 
the  finest  watch  in  the  world.  The  reason  is  very  simple.  It  is  made 
differently.  It  is  made  using  skills  and  techniques  that  others  have  lost 
or  forgotten.  It  is  made  with  attention  to  detail  very  few  people  would 
notice.  It  is  made,  we  have  to  admit,  with  a  total  disregard  for  time.  If 

a  particular  Patek  Philippe 
movement  requires  four 
years  of  continuous  work  to 
bring  to  absolute  perfection, 
we  will  take  four  years.  The 
result  will  be  a  watch  that 
is  unlike  any  other.  A  watch 
that  conveys  quality  from 
first  glance  and  first  touch. 
A  watch  with  a  distinction: 
generation  after  generation 
it  has  been  worn,  loved  and 
collected  by  those  who  are 
very  difficult  to  please; 
those  who  will  only  accept 
the  best.  For  the  day  that 
you  take  delivery  of  your 
Patek  Philippe,  you  will  have 
acquired  the  best.  A  watch  that 
tells  you  something  about 
yourself,  quietly  reflecting 
your  own  values.  A  watch 
that  was  made  to  be  treasured. 


PATEK  PHILIPPE 

GENEVE 


For  an  eleaan(  Pulek  Philippe  collector's  I  k.  send  $15  or  for  currenl  brochures,  please  write: 

Palek  Philippe,  One  Rockefeller  I'la/a.  Suile  930  (I  ).  New  Vork.  \Y  10020. 


TECHNOLOGY  THAT 
WORKS  FOR  LIFE 


Through  commitment, 

innovation  and  technological 

leadership,  Samsung 

has  become  one  of  the  world's 

fastest-growing  resources. 

Not  only  are  we  on  the  forefront 

of  electronics,  but  we've 

received  worldwide  recognition 

for  our  advances  in 

chemistry  and  engineering  as 

well.  Below  are  just 

a  few  examples  of  how  we  are 

making  technology  work 

for  everyone.  For  more,  write 

P.O.  Box  260,  Ridgefield  Park, 

NJ  07660.  Phone  800  SAMSUNG. 

Fax  201-229-6058 


SOMEXHING 


LCHNOUOGY 


TO    IN/1  XX  K.  I 


ELECTRONICS 

64M  DRAM  semiconductors 

RISC  workstation 

100,000  circuit  phone  switching 

High-definition  TV 

199-gram  cellular  phone 

Green  Monitors 

ENGINEERING 
Double-hull  oil  tanker 
Offshore  oil  and  gas  platform 
SE  series  excavators 
SL  series  loaders 
Commercial  vehicles 
Power  Plant 

CHEMICALS 
Engineering  plastic 
Petrochemicals 
1PP  ultrafine  fabrics 


©  1993  The  Samsung  Group 


T.  Rows  Price  Science  8  Technology  Fund  invests  in  companies 
behind  today's  breakthrough  new  products, 
including  those  in  the  communications, 
waste  management,  and  computer  indus- 
tries. The  strong  performance  of  the  Fund 
illustrates  its  success  at  identifying  pro- 
mising opportunities.  Of  course,  its  greater 
potential  also  carries  greater  risk.  $2,500 
minimum.  100%  no  load. 


Average  annual  total 
returns  as  of  9/30/93* 

47.4%  lyear 

5  years 

Since  inception 
(9/30/87) 


t.1% 

19.8% 


Call  24  houre  for  a  free  report 


I  800-541-5861 


Invest  With  Confidence 

TRoweftice 


STF020449 


'Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  distributions. 
Total  return  represents  past  performance,  which  cannot  guarantee  future  performance.  Past  and 
present  expense  limitations  have  increased  the  Fund's  total  return.  Investment  return  and 
principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original 
purchase.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and 
other  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


SEVEN  WAYS  TO  FIGHT  BACK 
AGAINST  HIGHER  TAXES 


When  Federal  taxes 
make  inroads  on  your 
income,  municipal  bonds 
can  be  your  first  line  of  defense. 

Vanguard  Municipal  Bond  Fund 
offers  you  a  choice  of  seven  profes- 
sionally managed  Portfolios  with 
income  100%  free  from  Federal 
income  tax,  Each  has  a  different 
maturity  level  to  match  your  invest- 
ment goals  and  help  you  achieve  the 
balance  between  yield  and  risk. 

Money  Market  Portfolio— average 
weighted  maturity  less  than  90  days. 

Short-Term  Portfolio— average 
weighted  maturity  less  than  2  years. 

Limited-Term  Portfolio— average 
weighted  maturity  2  to  5  years. 

Intermediate-Term  Portfolio— aver- 
age weighted  maturity  7  to  12  years. 

Long-Term  Portfolio— average 
weighted  maturity  15  to  25  years. 


Insured  Long-Term  Portfolio— aver- 
age weighted  maturity  15  to  25  years. 

High-Yield  Portfolio— average 
weighted  maturity  15  to  25  years. 

Vanguard  Municipal  Bond  Fund  is  a 
pure  no-load  fund.  Minimum  initial 
investment  is  $3,000  per  portfolio. 

Residents  of  CA,  NY,  N),  PA,  OH,  FL:  please  ask 
about  our  State  Tax-Free  Funds. 

Income  may  be  subject  to  state  and  local 
taxes.  A  portion  of  income  may  be  subject  to 
the  Federal  alternative  minimum  tax. 

Call  1-800-992-2566 

For  A  Tax-Free  Investing  Kit 
Which  Includes  Our  Brochure 
"How  To  Select 
A  Tax-Free  Bond  Fund" 

The  Kit  contains  a  prospectus  with  more 
complete  information  on  advisory  fees, 
distribution  charges  and  other  expenses. 
Please  read  it  carefully  before  investing. 
Vanguard  Marketing  Corp.,  Distributor 
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Educational  reform 

Arthur  Seldon,  founding  presiden 
the  Institute  of  Economic  Affair; 
London. 

Here's  an  example  of  how  the  © 
cational  establishment  can  thwart 
form:  London's  Department  for  E< 
cation  claims  it  has  met  objective: 
Britain  similar  to  Wilson's  by  fore- 
local  school  boards  to  pass  more  fix 
on  to  the  schools.  Almost  90%  of 
"potential  school  budget,"  we  w 
told,  will  wind  up  in  schools  dur 
the  next  year.  More  teachers,  fe< 
executives.  In  theory. 

But  the  British  bureaucrats 
around  the  "efficiency"  order  by  ( 


The  local  authorities 
accused  Jenny  Carney 
of  racism  and  barred 
her  request  for  transfer 
on  the  grounds  it  was 
"in  the  best  interests 
of  the  child." 


ating  two  sets  of  books.  In  the  19* 
93  year  the  North  Yorkshire  Cou 
Council,  for  example,  passed  on 
schools  70.6%  of  its  $335  mill: 
"general  school  budget,"  keep 
$98  million  for  itself.  And  yet  in 
"potential"  budget — a  set  of  figu 
displayed  for  journalists — 
schools'  share  of  the  funds  mirai 
lously  jumps  to  86%.  How?  In  tin 
accounts  the  local  Yorkshire  gove 
ment  is  allowed  to  skim  $47  mill' 
off  the  top  for  items  like  "cap 
expenditures"  and  "financing  cos 
before  calculating  how  much  wir 
up  in  classrooms.  If  business  did  thi 
would  be  called  cooking  the  book 
"It  is  the  ability  for  parents 
escape  that  is  missing  from  the  st 
system,  here  and  in  America,"  s 
Arthur  Seldon.  "The  voucher  is  l 
only  way  to  overcome  the  politic 
bureaucratic  and  trade-union  vesl 
interests  blocking  education  reforn 
In  short,  "reform"  is  not  enouj 
The  dead  hand  of  trade  unionism  a 
bureaucracy  can  be  lifted  from 
school  system  only  if  public  scho 
are  forced  to  compete  with  priv 
schools  for  all  children  and  not  just : 
the  children  of  the  affluent.  In  sucl 
competition  a  lot  of  good  pub 
schools  will  thrive.  A  lot  of  others  v 
not.  I 
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Public  broadcasting  has  been 
Helping  preschoolers  learn  for  25  years. 

Now  it's  time  to  bring  business 
into  the  picture. 


What  place  do  Big  Bird  and  Mister 
;ers  have  in  child  care  centers?  How  do 
lb  Chop,  Barney  the  Dinosaur,  and 
imas  the  Tank  Engine  fit  into  your 
lpany's  school  readiness  agenda? 

These  familiar  characters  from  public 
adcasting's  popular  children's  television 
grains  are,  perhaps,  the  most  visible 
ament  to  our  25  years  of  working  in 
school  learning. 

Less  visible  —  yet  no  less  important  — 
public  broadcasting's  other  school 
liness  resources. 

Ranging  from  teacher  materials  to 
ructional  videos  to  computer  programs, 
5e  resources  strengthen  the  educational 
le  of  our  television  programming.  Projects 


such  as  "Mister  Rogers'  Neighborhood  Child 
Care  Partnership"  and  "Sesame  Street 
Preschool  Educational  Project"  have  been 
developed  in  consultation  with  educators, 
parents,  and  child  care  providers.  Each  has 
been  carefully  tested  and  refined  to  help 
adults  make  the  best  use  of  television  to  teach 
children  basic  learning  and  social  skills. 

Most  important,  each  shares  a  common 
goal:  to  help  children  enter  school  ready 
to  learn. 

Now  it's  time  for  you  to  enter  the 
picture.  Make  school  readiness  a  priority  in 
your  education  reform  activities.  To  learn 
how  public  broadcasting's  preschool 
resources  can  help  you,  complete  and  mail 
the  coupon. 


Please  send  me  more  information  about: 

□  Public  broadcasting's  preschool 
learning  resources. 

□  Public  broadcasting's  other  school 
reform  resources. 


Name 


Title 


Company/Organization 


Address 


City 


State 


Zip 


Telephone 


CORPORATION 
FOR  PUBLIC 
BROADCASTING 


Mail  to: 

Corporation  for  Public  Broadcasting 
Preschool  Learning 
P.O.  Box  549 
Alexandria,  VA  22313 


Higher  gas  prices  and  seismic  technology  are 
fomenting  a  miniboom  in  the  Gulf  of  Mexico. 

Buried  treasure 
under  the  salt 


By  Howard  Rudnitsky 

Oilmen  operating  in  the  Gulf  of 
Mexico  have  long  hated  salt.  That's 
because  many  oil  and  gas  fields  oft  the 
coasts  of  Louisiana  and  Texas  lie  be- 
neath thick  layers  of  salt.  Until  very 
recently  these  salt  layers  have  distort- 
ed the  seismic  waves  that  geologists 
use  to  make  three-dimensional  mod- 
els of  underwater  rock  formations.  An 
incorrect  reading  of  the  seismic  data 
can  be  costly.  A  single  sub-salt  explor- 
atory well  can  cost  up  to  $10  million 
to  drill.  It's  estimated  there  are  salt 
formations  covering  60%  of  the  Gulf 
at  depths  of  5,000  feet  or  less. 

Lately,  however,  a  new  generation 
of  computer  software  is  helping  oil- 
men pierce  these  salty  veils,  and  is 
helping  create  a  boomlet  in  explora- 
tion activity  in  the  Gulf.  Consider  a 
recent  Gulf  of  Mexico  exploration 
area  known  as  the  Mahoganv  pros- 
pect, or  Ship  Shoal  Blocks  349/359. 
Prospects  like  Mahogany,  situated  80 
miles  oft" the  Louisiana  shoreline,  have 
attracted  oilmen;  but  they  lie  under  a 
stratum  of  salt.  But,  using  three-di- 
mensional seismic  technology,  Phil- 
lips Petroleum,  Anadarko  Petroleum 
and  Amoco  Production,  owners  of 
the  Mahogany  field,  announced  in 
late  September  that  they  hit  oil  and 
gas  in  370  feet  of  water.  More  drilling 
will  be  needed  to  define  the  exact 
extent  of  the  field,  but  Wall  Street  is 
convinced  they've  hit  a  major  field. 
Anadarko's  shares  rose  22%  in  a  week, 
to  513/4,  adding  $550  million  to  the 
company's  market  value,  before  de- 
clining to  a  recent  47V4. 

Michael  Barbis,  a  natural  gas  ana- 
lyst at  NatWest  Securities,  points  to 
two  other  shallow-water,  sub-salt 
Gulf  fields  now  under  exploration: 
Teak  (being  drilled  by  Phillips  and 


Anadarko),  and  Mattaponi,  being 
drilled  by  Amoco  and  Oryx  Energy, 
50  miles  west  of  Mahogany.  If  they  all 
prove  successful,  says  Barbis,  "it 
would  open  up  the  possibility  of  a 
huge  new  sub-salt  play  in  the  Gulf." 

While  Phillips  and  Anadarko  are 
working  the  Gulfs  shallow  sub-salt 
waters,  Shell  Oil  has  been  using  seis- 
mic technology  in  deepwater  drilling. 
Shell  holds  a  third  of  all  the  Gulfs 
leased  tracts  at  depths  of  over  1 ,500 
feet.  Early  next  year  Shell  will  place  its 
Auger  field,  in  2,860  feet  of  water  off 


Louisiana,  into  production,  spendi 
nearly  $1  billion  and  four  years 
develop  it.  And  in  October  Sh 
said  it  will  begin  to  develop  t 
700  million -barrels-of-oil-equi vale 
Mars  field  at  2,933  feet  with  minor 
partner  Hi'  Exploration.  Initial  co 
$1 .2  billion.  By  the  end  of  the  deca 
Shell  expects  Mars  will  be  produci 
100,000  barrels  of  oil  a  day. 

Independent  operator  Enserch 
also  operating  in  the  Gulfs  deep  v 
ters.  Already  producing  natural  gas 
a  depth  of  1,450  feet  in  Mississip 
Canyon  Block  441,  Enserch  1 
drilled  deeper,  to  2,190  feet  in  G; 
den  Banks  Block  388,  where  it  m 
spend  $325  million  on  product* 
facilities  and  drilling.  At  its  peak  Bio 
388  is  expected  to  produce  40,0! 
barrels  of  oil  and  60  million  cubic  fi 
of  gas  a  day. 

Some  six  other  deepwater  Gulf 
Mexico  projects  could  also  start  up 
the  next  12  months.  And  16  oil  coi 
panies  and  43  oil  service  compani 
have  been  engaged  in  a  major  study 
called  DeepStar — managed  by  Te 
aco.  The  venture  is  looking  at  ways 
standardize  industry  drilling  and  co 
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auction  equipment  used  in  deepwa- 
ter  Gulf  drilling  projects.  Currently 
nuch  equipment  is  custom-made  and 
herefore  expensive. 

Why  the  notable  pickup  in  Gulf 
[rilling  and  production  projects?  "In 
ddition  to  advances  in  3-D  seismic 
echnology,  improved  gas  prices  have 
>een  a  major  factor,"  replies  Ray- 
nond  Plank,  chief  executive  of  inde- 
tendent  oil  and  gas  producer  Apache 
]orp.  "They  have  bolstered  cash 
lows,  making  it  possible  for  indepen- 
lents  to  drill  and  develop  in  areas  like 
he  Gulf  of  Mexico,  where  there's  lots 
>f  gas."  In  early  1992  gas  prices  were 
ittle  more  than  SI  per  million  Btu. 
foday  the  price  is  just  over  $2  per 
nillion  Btu. 

A  recent  survey  by  Houston's  J. 
Connor  Consulting  found  that  from 
anuary  1988  to  March  of  this  year 
ndependent  oil  and  gas  companies 
Irilled  77%  of  the  wells  on  Gulf  tracts 
eased  during  this  period,  recorded 
24  of  152  discoveries  and  installed 
ir5  of  52  offshore  structures.  Among 
he  independent  players:  Anadarko, 
inron  Oil  &  Gas,  Enserch,  Noble 
affiliates,  Oryx  Energy  and  PG&E  Re- 


Shell's  Auger 

tension-leg 

platform 

Already  the  lead- 
ing Gulf  of  Mexico 
operator,  Shell 
provided  another 
big  boost  to 
the  oil  service 
industry  recent- 
ly with  its  decision 
to  develop  its 
$1.2  billion  Mars 
oilfield  project. 


sources.  This  fall  Louisiana  Land  & 
Exploration  acquired  Nerco  Oil  & 
Gas'  Gulf  properties  for  $354  million; 
and  in  July  Apache  bought  Hall- 
Houston  Oil's  Gulf  of  Mexico  prop- 
erties and  interests  for  $126  million. 
And  Pennzoil,  flush  with  cash  from 
selling  off  a  chunk  of  its  Chevron 
stock,  has  already  drilled  38  oil  and 
gas  wells  this  year  in  the  Gulf;  it  plans 
60  more  in  1994,  at  a  cost  of  around 
$85  million. 

All  this  activity  is  a  godsend  for  the 
once-depressed  oil  service  industry. 
From  early  1990  through  mid-1992, 
rig  activity  in  the  Gulf  had  been  sorely 
depressed.  Jackup-rig  utilization  rates 
had  plunged  from  80%  to  30%;  jackup- 
rig  day  drilling  rates  fell  to  $12,000, 


from  a  high  of  $32,000.  The  number  of 
rigs  under  contract  in  the  Gulf  had 
fallen  from  157  in  January  1990  to  a 
low  of  60  in  May  1992.  Some  8,000  to 
10,000  drilling  service  jobs  have  disap- 
peared since  the  mid-1980s. 

But  thanks  to  higher  gas  prices  and 
enhanced  seismic  technology,  jackup- 
rig  utilization  rates  are  up  to  79%, 
jackup  day  rates  have  recovered  to 
$28,000,  and  134  rigs  are  working  in 
the  Gulf.  Next  year  the  rig  count 
could  approach  1990's  peak  of  157. 

Employment  also  is  on  the  rise.  The 
tension-leg  platform  Shell  Oil  will 
build  for  its  deepwater  Mars  field  will 
be  taller  than  the  combined  height  of 
New  York's  two  110-story  World 
Trade  Center  towers  and  will  take  three 
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profile  of  resource 

I  particular  location. 
■  Norfolk  Southern  can  n*  Our  team 

^IsHOtonluPuostHesitetuatntetlour 

We've  helped  unim^*fflg 
FORTUNE  500*  compun.es  wrth 

^uiilitacapuMiKun^W 
i„  preliminary  environment«l|g| 

rSufreeunarfenHal. 

DaWCox.AVP«naustr,«ID^ 
S,u.(40^'i59,,o^uej 
IrestNorfolhSouthernsulesofrce 


NOUTHEBN 


iniboom 


years  to  build.  All  told,  the  Mars  project 
will  provide  2,200  oil  service  industry 
jobs,  and  over  5,000  related  jobs. 

One  of  the  oil  service  industry's 
beneficiaries  is  Houston's  Rowan 
Cos.  In  1992  Rowan  had  12  rigs 
operating  in  the  Gulf  that  w  ere  sub- 
stantially underutilized.  Today  15  of 
16  offshore  rigs  are  working  flat  out. 

Houston- based  Diamond  Off- 
shore Drilling,  Inc.  is  benefiting,  too. 
With  financial  backing  from  Loews 
Corp.,  Diamond  acquired  Odeco 
Drilling  in  early  1992,  near  the  bot- 
tom of  the  market,  for  S372  million  in 
cash.  Today  20  of  Diamond's  21 
jackup  rigs  and  semisubmersibles  in 
the  Gulf  are  working  regularly,  and 
cash  flow  is  surging. 

All  ten  of  Dallas'- based  Dual  Drill- 


ing Co.'s  Gulf  based  platforms  and 
jackup  rigs  are  now  working.  Since 
mid- 1992,  SI 00  million  (revenues) 
Dual  has  doubled  its  employment,  to 
over  1,000.  "Today,  it's  harder  to 
rind  experienced  workers,"  says  a 
Dual  Drilling  executive. 

Strong  as  it  is,  the  current  recovery 
is  unlikely  to  develop  into  the  kind  of 
wild  boom  last  seen  in  the  first  half  of 
the  1980s,  when  some  250  rigs  were 
operating  in  the  Gulf.  While  the  aver- 
age industry  rig  fleet  age  is  a  rather 
long-in-the-tooth  15  years,  NatWest 
Securities'  Barbis  and  others  say  it  is 
unlikely  that  any  new  rigs  will  be  built 
until  dav  rates  get  to  between 
S50,000  and  S60, 000— double  the 
current  rate. 

From  an  energy  consumer's  point 


of  view ,  a  drilling  boom  is  just  w  h 
needed  to  avoid  some  potentially  i 
ty  price  shocks  in  the  years  aht 
Demand  for  natural  gas  has  b 
growing  3%  a  year,  yet  the  Hnc 
Information  Administration  repor 
in  September  that  U.S.  proved 
serves  of  gas  declined  last  year,  to 
lowest  level  in  decades.  The  U.S. 
9.5  years'  worth  of  gas  in  reserv 
nearly  20-year  low . 

"We  need  to  maintain  drilling 
exploration  for  natural  gas  in  areas 
the  Gulf  of  Mexico  for  many  yeai 
says  Apache's  Raymond  Plank, 
not,  we'll  continue  to  deplete  our 
reserves,  and  by  the  year  2000  we'l 
more  dependent  on  polluting  ene 
like  coal,  and  on  foreign  liquid  a;as  | 
oil." 


'The  old 
macho  days 
are  gone 


Seventy  miles  off  the 
Louisiana  coast,  the  Sonat 
George  Richardson,  a 
high-tech  semisubmersible 
rig  contracted  to  Shell 
Oil,  is  drilling  for  oil  in 
3,000  feet  of  water  and 
21,000  feet  into  the  earth. 
Watching  the  crew  recov- 
er a  remote-controlled  sub- 
marine that  was  using 
\ideo  cameras  to  inspect 
the  well's  blowout  pre- 
venter, offshore  installation 
manager  Donald  Hulse- 
berg,  boss  of  the  rig,  says: 
"Our  technology  is  every 
bit  as  advanced  as  NASA's." 

Safety  is  key.  Only  the 
best  rig  workers  kept  their 
jobs  through  the  oil  bust 
of  the  latter  1980s,  and 
there  is  less  fighting  and 
drinking  among  the  work- 
ers than  in  the  past.  '"The 
old  macho  days  are  gone," 
says  rig  safety  officer  Rob- 
ert Walsh.  One  result:  No 
worker  on  the  Richard- 
son has  been  seriously  in- 
jured in  three  years. 

While  thousands  of  rig 
workers  w  ere  laid  offdur- 


The  Sonat  George  Richardson 

The  crew  calls  her  "the  Cadillac  of  the  Gulf. 


ing  the  bust,  Sonat  Off- 
shore Drilling  Inc.,  which 
owns  the  Sonat  George 
Richardson,  goes  to  great 
lengths  to  make  the  rig  an 
attractive  workplace.  Beds 
are  made  daily  for  work- 
ers, who  sleep  two  to  a 
stateroom  and  enjoy  pri- 
vate baths  and  laundry 
service. 

There  is  a  television  in 
every  room,  along  with  a 
library  of  video  movies. 
In  the  mess,  the  food  is 
tasty  and  varied. 

The  crews  work  12- 
hour  davs  for  14-dav 


stretches,  then  have  14 
days  off.  Typical  pay 
hasn't  changed  in  a  de- 
cade, averaging  about 
S30,000  a  year;  some 
low -skilled  roustabouts 
take  home  as  little  as 
SI, 600  a  month. 

During  their  off  days, 
crew  members  often  sup- 
plement their  offshore 
earnings  |  and  prepare  for 
the  next  downturn )  by 
running  their  own  side 
businesses.  For  example, 
Dennis  Sw  anson,  the 
Richardson's  paramedic, 
buvs  and  resells  merchan- 


dise forfeited  by  deadbe 
clients  of  moving  and  st 
age  companies;  he  says  1 
clears  SI, 000  a  month. 
"You've  got  to  hustle," 
says  Sw  anson.  On  the  R 
ardson,  too,  he  hustles, 
selling  toothpaste,  golf  c 
and  candy. 

Chief  engineer  Richai 
Butts,  responsible  for 
maintenance  on  the  Ric 
ardson,  runs  a  kennel  an 
pet  cemetery  back  hom< 
Barge  engineer  Richard 
Bracht,  responsible  for 
marine  operations,  raise 
emus  and  Angora  goats 
on  a  ranch  in  Colorado; 
he's  hoping  that  low-fat 
emu  meat  will  be  the  ne 
health  food  craze. 

Workers  who  lived 
through  the  last  bust  arc 
sure  how  long  the  curre 
boom  will  last.  "This  bi 
ness  goes  up  and  down, 
says  roustabout  Lane  M 
ritt,  who  is  taking  a  class 
in  electronics  during  his 
time  off,  just  in  case.  A 
popular  bumper  sticker 
around  oilfields  these 
days  reads:  "Just  one 
more  oil  boom,  God. 
This  time  I  promise  I  wo 
piss  it  away." 

-R.  Lee  Sullivan 
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The  OptimaSMCard  puts  the  right  person 
in  charge  of  your  interest  rate. 


You. 


nd  who  better?  You  know  what  you're  doing 
lien  it  comes  to  using  a  credit  card. 

That's  why  as  an  Optima  Cardmember  you 
n  currently  get  a  rate  as  low  as  12%  for  pur- 
tases*  All  you  need  to  do  is  pay  your  American 
repress  bills  on  time  and  spend  at  least  $1,000  in 
year  with  the  Optima  Card. 

And  even  if  you  don't  get  our  lowest  rate, 
>u  can  have  a  rate  that's  lower  than  most— 
irrently  14.25%  for  purchases* 

Most  credit  card  issuers  give  the  same  high 


interest  rates  to  everyone.  But  we  think  you 
deserve  more  individual  treatment— like  the 
ability  to  control  your  own  rate. 

And  whenever  you  use  the  Optima  Card 
this  holiday  season,  you'll  help  provide  a  meal  for 
someone  who  is  hungry,  through  the  Charge 
Against  Hunger  campaign.** 

Of  course,  the  full  array  of  American  Express 
benefits,  and  personal  service,  are  always  there 
for  you.  More  than  ever,  the  Optima  Card  is  the 
credit  card  that  puts  you  in  control. 


qualify  for  an  APR  which  is  currently  12%  for  purchases  (163%  for  cash  advances),  Cardmembers  must  also  have  at  least  one  year  of  tenure  on  their  American  Express  and  Optima 
d  Accounts  Optima  Cardmembers  in  good  standing  receive  an  APR  for  purchases  that's  currently  14.25%  (1690%  for  cash  advances)  All  other  accounts  receive  an  APR  that's  currently 
!5%  for  purchases  (1890%  for  cash  advances).  All  rates  are  adjusted  semiannually  based  on  the  Prime  Rate  as  listed  in  The  Wall  Street  Journal  The  annual  fee  for  the  Optima  Card  is 
($25  for  non-American  Express*  Cardmembers).  For  more  information  or  to  apply  call  1-800-OPTIMA-6.  Competitive  data  according  to  RAM  Research's  Bankcard  Update,  August  1993. 
merican  Express  will  guarantee  a  minimum  donation  to  Share  Our  Strength  of  $1,000,000  and  will  donate  up  to  an  additional  $4,000,000  based  on  Card  purchases  between  10/5/93  and 
31/93  at  2t  per  Card  purchase  Donation  is  not  tax  deductible  for  Cardmembers. 
1993  American  Express  Centurion  Bank. 
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Petsmart  has  yet  to  prove  it's  the  next  Home  Depot. 
From  the  price  of  Petsmart  stock,  you  wouldn't  think 

there  was  any  doubt. 

Puppy  love 


By  R.  Lee  Sullivan 


Petsmart  Chairman  Samuel  Parker 

Adding  40  stores  a  year  in  a  banzai  charge  to  saturate  the  market. 
But  if  he's  wrong,  a  lot  of  investors  might  be  left  in  the  doghouse. 


Hkre'S  a  highflier  to  be  nervo 
about:  Petsmart,  Inc.,  the  Phoeni 
based  retailer  of  pet  supplies  that  so 
the  public  7.2  million  shares  in  July 
18.  The  stock  bounced  up  40%  tl 
first  day  of  trading  and  now  hovers 
around  36,  a  stunning  multiple  of  2( 
times  expected  1993  earnings. 

This  retailer  with  expected  19< 
sales  of  $320  million  now  sports 
market  capitalization  of  $850  millio 
By  comparison,  Toys  "R"  Us,  wi 
expected  1993  sales  of  $8.4  billio 
has  a  market  cap  of  only  $12  billior 

Why  all  the  excitement?  Petsmari 
"concept"  is  to  be  a  sort  of  Hon 
Depot  for  the  dog-and-cat  set.  Its  / 
stores  throughout  the  Southwest  fe 
ture  7,000  different  items,  abo 
6,000  more  than  at  traditional  p 
shops — and  at  prices  about  3C 
cheaper.  Besides  food,  these  one-stc 
pet  shopping  centers,  averagir 
25,000  square  feet,  earn'  equipme 
like  collars,  leashes,  squeaky  toys  ar 
shampoo.  They  peddle  fish  and  bird 
There  are  veterinarian  offices  on  tl 
premises. 

And  don't  leave  Fido  at  home;  pe 
are  welcome  in  the  stores. 

The  Petsmart  concept  was  dreamt 
up  by  Chairman  Samuel  Parker,  a  V. 
year  veteran  of  the  Jewel  supermark 
chain.  Parker,  now  50,  was  brought  i 
Petsmart  in  1989  by  controlling  ii 
vestors,  who  ousted  the  founder  aft 
Petsmart  lost  $1.8  million  on  $1 
million  in  sales  the  year  before.  Park 
took  the  job  for  $160,000  a  year  ar 
3%  of  the  company — a  stake  won 
$26  million  on  paper  today. 

Parker  kept  the  low-priced  supe 
store  format  but  pepped  up  the  pren 
ises  with  additional  items  and  shov 
cased  the  merchandise  in  brighti 
lighting,  wider  aisles,  lower  displ; 
racks  and  tile  floors  instead  < 
concrete. 

When  Parker  took  over  there  wei 
7  stores.  At  the  end  of  this  vear  thei 
will  be  106.  By  the  end  of  1995  Park, 
expects  to  add  yet  another  80.  What 
the  rush?  "We're  in  a  race,"  Park* 
answers.  He  worries  that  unless  h 
quickly  saturates  his  markets,  compe 
itors  like  Petco  and  Petstuff  will  cop 
his  concept  and  beat  Petsmart  t 
the  punch. 

Whence  came  the  money  neede 
for  the  breakneck  expansion?  Most] 
from  selling  high-priced  stock.  Thei 
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We've  discovered  the  largest  single 
gold  reserve  and  one  of  the  largest  copper 
reserves  in  the  world  at  our  Grasberg  mine 
in  Indonesia. 

What's  more,  we  are  increasing  mill 
throughput  from  66,000  to  at  least  90,000 
metric  tons  of  ore  per  day.  Yet  even  at  this 
increased  rate,  our  reserves  will  last  more 
than  22  years. 

Our  exclusive  30-year  contract  of  work 
expands  our  area  of  exploration 
and  mining  from  24,700  acres  to 


Changes  in  Reserve  Position  1986  to  1992 
Q2.B 

Copper  » 


Gold 


1.0 


Qj  12/31/86  Q 


12/31/92 


6,500,000  acres  along  the  New  Guinea 
Mineral  Trend.  And,  a  recently  granted 
exploration  permit  covers  an  additional 


2,500,000- acre  area  adjacent  to  our  exist- 
ing operations. 

Through  our  exploration  successes 
and  timely  increases  in  production  capac- 
ity, we  are  providing  substantial  rewards 
for  our  shareholders.  We  invite  you  to 
learn  more  about  Freeport-McMoRan  and 
how  we  are  managing  our  success. 


Freeport- 

MCMORAN 

A  Natural  Leader 


For  a  copy  of  our  Annual  Report,  call  1-800-285-7695  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-l,  P.O.  Box  61 119,  New  Orleans,  LA  70161. 
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ffheated  driver's  seat  should  b 
warmly  received. 

Standard  dual  air  bags,  anti-lock  brakes  and 
DynaRide®  suspension.  Even  warm  touches  like  an 
available  heated  driver's  seat.  You'll  be  very 
comfortable  with  the  quality  of  your  Park  Avenue. 
To  find  out  more,  call  1-800-4A-BUICK. 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


Petsmart 


Employee  satisfaction.  It's  critical  in  selecting  a  group  health  plan 
that  manages  medical  costs.  At  Wausau,  our  claim  processing  accuracy  is 
99%,  based  on  audits.  Our  complaint  ratio,  a  mere  .004.  It's  quality- 
care  that  satisfies  employers  and  employees. 


WAUSAU 

NATIONWIDE'  INSURANCE  GROLT 


Wausau  Insurance  Companies,  2001  Vvestwood  Dr..  Wausau.  WI  54401   (7151 845-521 1   A+  A.M.  Bea  feting 


A  Phoenix  Petsmart 

Rover  and  Kitty  are  welcome,  too. 


was  a  private  placement  of  $50  milli< 
of  convertible  preferred  stock  \vi 
venture  capitalists  between  1989  ai 
1992.  Then  there  was  $125  millu 
from  July's  public  offering. 

Is  Petsmart  going  to  be  the  VV; 
Mart  of  the  pet  business?  Maybe,  b 
don't  bet  on  it. 

Remember  that  75%  of  the  S8 
billion  worth  of  pet  food,  kitty  litt 
and  treats  sold  every  year  in  the  U.S. 
moved  by  supermarkets  and  m< 
merchants,  including  Wal-Ma 
which  sells  about  SI  billion  worth 
pet  food  and  supplies  in  18  of  the  '< 
areas  where  Petsmart  is  expandin 
It's  unlikely  that  Petsmart  can  ma 
much  of  a  dent  in  that  big  busine: 
How  many  people  will  forgo  the  co 
venience  of  buying  their  dog  food  ai 
kitty  litter  at  the  same  time  they  c 
their  weekly  supermarket  chores? 

Nearly  half  of  Petsmart's  food  sal 
come  from  items  unavailable  in  supe 
markets  or  from  mass  merchants,  i: 
eluding  10%-higher-margin  premiu 
brands  like  Science  Diet  and  Iarr 
which  have  previously  been  availab 
only  through  veterinarians  and  sm; 
pet  shops.  Petsmart  has  been  toutir 
this  availability  as  an  exclusive  advaj 
tage.  But  Wal-Mart  is  selling  a  privat 
label  pet  food  it  says  is  comparable 
the  premium  brands  for  S9,  con 
pared  with  a  S12  premium  brand 
Petsmart. 

Parker  also  admits  that  his  old 
stores  are  suffering  sales  losses  as  1 
opens  newer  units  nearby.  It  toe 
Sam  Walton  16  years  to  build  up  I 
186  stores.  Parker  hopes  to  do  that 
8 — without  hurting  earnings.  P 
does  have  one  advantage  Sam  Waltc 
didn't:  cheap  equitv  capital  in  a  sto( 
market  that  is  crazy  for  conce| 
stocks.  ■ 
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in  I  blf  NnTIUNnu 

EXPERTS  

WHEN  IT  COMES  TO  NO-LOAD  OVERSEAS  INVESTING,  NOBODY  OFFERS  MORE 
THAN  T.  ROWS  PRICE. 

Overseas  investing  can  increase  returns  while  diversifying  portfolios.  T.  Rowe  Price,  a 
pioneer  in  foreign  investing,  helps  you  take  advantage  of  these  benefits.  We  offer  eight  no-load 
international  stock  and  bond  funds, 


including  the  International  Stock  Fund, 
which  is  one  of  the  oldest  and  largest 
international  funds  in  the  country. 

Experience  and  expertise.  More  than 
a  decade  ago,  we  teamed  with  Britain's 
century-old  Robert  Fleming  Holdings,  Ltd., 
to  form  Rowe  Price-Fleming,  adviser  to  our 
international  funds.  As  one  of  America's 
largest  managers  of  no-load  international 
mutual  fund  assets,  with  access  to  on-site 
research  analysts  worldwide,  Rowe  Price- 
Fleming  has  the  extensive  resources  needed 
to  identify  investments  with  strong  long- 
term  potential. 

Call  for  a  free  report.  Our  international 
investing  reports  discuss  factors  you  should 
consider  when  investing  overseas,  including 
currency  fluctuations  and  other  special  risks. 
Along  with  the  prospectus,  these  reports 
can  help  you  choose  the  fund(s)  best  suited 
to  meet  your  investment  goals.  $2,500 
minimum  per  fund  ($1,000  for  IRAs). 
No  sales  charges. 


EIGHT  NO-LOAD  OPPORTUNITIES 

Objective: 

Fund: 

Investment  Focus: 

Growth 

International 
Stock 

Large  companies 
outside  the  U.S. 

European 
Stock 

European  companies 

Japan 

Japanese  companies 

Aggressive 
Growth 

International 
Discovery 

Small,  fast-growing 
foreign  companies 

New  Asia 

Companies  in  Asia 
and  the  Pacific  Basin, 
outside  Japan 

Income 

Short-Term 

Global 

Income 

High-quality  foreign 
and  U.S.  short-term 
bonds  and  money 
market  instruments 

Global 

Government 

Bond 

High-quality  foreign 
and  U.S.  Government 
bonds 

Aggressive 
Income 

International 
Bond 

High-quality  foreign 
corporate  and 
government  bonds 

Call  24  hours  for  a  free  report 
about  international  investing 

1-800-541-6127 


Invest  With  Confidence 

TRoweEtfee 


IUMB020451 


stment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  There  is  no  guarantee 
the  funds  will  achieve  their  objectives.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
expenses.  Read  it  carefully  before  you  invest  or  send  money.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Governor  William  Weld  put  Massachusetts 
on  a  low  pork  diet,  but  the  porkaholic 
legislature  can't  stop  snacking. 

The  diet 
doctor 


Janet  Novack 

A  LOT  OF  political  crises  are  invented 
by  politicians — the  alleged  missile  gap 
crisis  in  Eisenhower's  day,  the  alleged 
health  care  crisis  today — but  when 
Republican  William  Weld  was  elected 
governor  of  Massachusetts  in  1990, 
the  crisis  was  real.  Taxachusetts  had 
taxed  and  spent  itself  into  recession 
and  the  nation's  lowest  bond  rating. 

If  current  trends  continued,  the 
state  budget  would  be  $2.6  billion  in 
deficit  over  the  next  18  months.  Clos- 
ing the  gap  with  tax  increases  and 
borrowing,  as  the  state  had  done  for 
two  years,  would  only  have  further 
depressed  the  economy.  This  was  no 
invented  crisis.  It  was  real.  Either  the 
patient  would  get  better  or  he  would 
go  broke. 

Weld's  first  move  was  a  token  cut  in 
taxes:  After  taking  office  in  January 
1991  he  pushed  through  the  repeal  of 
a  new  5%  tax  on  professional  services, 
meant  to  raise  $160  million  a  year. 
That  was  scarcely  a  bold  move  in  a 
state  w  here  tax  revenues  ran  to  $9 
billion  a  year,  but  it  was  something. 

To  get  the  budget  back  in  balance 
he  did  w  hat  is  probably  the  toughest 
job  a  politician  can  tackle:  push 
through  big  cuts  in  government 
spending.  During  his  first  full  year  in 
office,  fiscal  1992,  he  reduced  it  2% 
below  the  previous  year's  level — 
about  5%  adjusted  for  inflation. 

He  has  shut  8  of  34  underused  state 
hospitals.  He  has  used  privatization  to 
switch  work  from  high-cost  public 
union  workers  to  private  firms  to 
clean  highways,  run  skating  rinks  and 
perform  other  tasks.  In  all,  the  state 
work  force  is  down  by  8,000,  or  11%. 

"I  called  [Republican  New  Jersey 
governor-elect]  Christie  Whitman," 


Governor  William  Weld 
Stymied  by  the  legislature. 


says  Weld,  "after  I  saw  the  New  York 
Times  kicking  her  around  the  block, 
saying  she  can't  cut  the  budget  $1.4 
billion  in  three  years.  I  said,  listen,  we 
cut  it  $2.6  billion  in  my  first  month,  if 
you  count  the  1991  and  1992  bud- 
gets combined.  $o  don't  let  anybody 
tell  you  you  can't  cut  $1.4  billion  in 
three  years." 

Had  the  crisis  not  been  genuine, 
Weld  realizes  he  probably  could  not 
have  pushed  all  his  cuts  through. 
"Some  of  the  more  radical  measures 
were  helped  by  a  sense  of  crisis,"  Weld 
told  Forbes.  To  give  the  cuts  a  bi- 
partisan flavor  he  used  a  tactic  similar 
to  the  one  that  Congress  has  used  in 
deciding  on  military  base  closings. 
Explains  Weld:  "On  closing  the  state 


hospitals,  we  had  a  blue-ribbon  coi 
mission,  sort  of  a  base-closing  coi 
mission,  that  had  a  number  of  Dem 
cratic  legislators  on  it  w  ho  voted 
close  the  hospitals  even  in  their  d 
tricts.  That  gave  us  a  lot  of  mo 
authority." 

Some  of  the  worst  waste,  fraud  a 
abuse  afflicted  the  highway  depa 
ment.  James  Kerasiotes,  Secretary 
Transportation,  tells  of  a  highw 
foreman  who  regularly  threw  a  stuff 
dog  beside  a  road,  then,  when  son 
one  called  in  about  a  run-over  dc 
sent  out  cleanup  crews  at  overtii 
rates.  He  got  overtime,  too,  boosti 
his  pay  to  over  $80,000  a  year. 

A  combination  of  consolidatk 
attrition  and  privatization  has  ( 
highway  department  employment 
40%,  eliminating  1,035  jobs.  W< 
and  his  aides  are  even  beginning 
wring  concessions  from  the  unions 
threatening  further  privatizatic 
When  private  companies  were 
lowed  to  bid  for  the  job  of  counti 
mass  transit  fares,  the  union  kept  t 
work  by  bidding  to  do  it  with  1 
fewer  employees.  Weld  calls  this  tac 
"holding  a  gun  to  their  heads." 

By  forcing  the  unions  and  the  b 
reaucracy  to  become  more  respons 
to  taxpayers,  Weld  is  simply  doi 
what  every  business  management 
the  country  must  do  today:  getti 
more  production  for  less  money 
order  to  stay  in  business.  The  goal 
both  cases  is  not  simply  saving  mor 
but  also  producing  better  produc 
"People  rivet  on  the  money,"  he  sa 
"and  the  money  is  nice.  We  thi 
we've  saved  $273  million  with  priv£ 
zation  in  the  last  two  years.  That  is 
chicken  feed.  But  there  are  also 
many  ways  that  you  can  improv  e  t 
service.  [Privatizing]  the  skating  rii 
is  saving  a  couple  of  million  dolla 
but  many  private  contractors  n< 
keep  the  rinks  open  year  round.  TI 
used  to  close  for  half  the  year. 

"I've  got  two  hockey-age  sons,  s 
meet  other  parents  of  hockey-a 
children  and  they  understand  the  c 
ference,  believe  me.  They  had  to  j 
up  at  5  a.m.  to  get  rink  time  when  t 
state  ran  these  things.  It's  the  sort 
thing  that  puts  value  in  the  taxpaye 
pocket  and  value  and  service  in  t 
consumer's  and  voter's  pocket.  Y 
get  more  for  the  same  dollar  and  tl 
can  be  just  as  important  as  savi 
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money,"  says  Weld.  It's  an  1 
issue  he  may  use  against  the  | 
Democrats  in  next  year's 
election. 

Weld  has  been  criticized 
for  merely  holding  the  line 
on  his  state's  high  taxes 
rather  than  rolling  them 
Dack  substantially.  (During 
riis  term,  taxes  have  been 
:ut  by  only  4%.)  In  fairness 
:o  him,  after  his  early  suc- 
:esses  in  cutting  spending 
le  has  been  stymied  by  the 
egislature,  and  tax  cuts 
without  spending  cuts 
night  simply  open  up  a 
lew  deficit. 

Typical  of  his  opposition, 
foseph  Faherty,  president 
}f  the  Massachusetts  AFL- 
:io,  says  that  some  state 
vorkers  serving  food  in  B*H 
;tate  institutions  are  in  ef- 
fect charity  cases  who  cannot  perform 
veil  enough  to  work  for  private  busi- 
iess  and  will  end  up  on  public  welfare 
f  their  work  is  privatized.  Faherty  says 
:he  government  is  their  ''employer  of 
ast  resort." 

Responds  Weld:  "That  sounds 
nore  like  he  thinks  the  government  is 
Jie  employer  of  first  resort,  which 
mfortunately  has  been  too  close  to 
he  truth  historically  in  Massachu- 
;etts.  Do  I  feel  that  I  have  an  obliga- 
ion  to  see  to  it  that  people  who  have 
5een  working  in  state  gov- 
;rnment  continue  to  work 
n  state  government?  No,  I 
ion't." 

Faherty  also  accuses 
/Veld  of  union-busting, 
rhat's  an  all-purpose  term 
)f  abuse  used  by  unions 
vhen  they  are  asked  to 
nake  concessions  in  the  in- 
:erest  of  efficiency.  The 
erm  does,  however,  pos- 
;ess  a  certain  political 
xnver.  Using  it,  orga- 
lized  labor  has  persuaded 
:he  Democrat-dominated 
Massachusetts  legislature 
:o  pass  a  bill  that  would 
affectively  block  further 
privatization.  The  bill 
lands  the  elected  state  au- 
litor,  today  A.  Joseph 
^eNucci,  a  Democrat  w  ith 
inion  ties,  the  power  to 


New  Jersey  Governor-Elect  Christine  Todd  Whitman 
Can  she  cut  $1.4  billion  in  three  years? 


block  any  privatization  he  finds  "not 
in  the  public  interest,"  meaning  labor 
unions'  interest. 

Weld  realizes  he  has  a  fight  on  his 
hands.  "Giving  the  state  auditor  this 
power  to  stop  us  is  a  major  impedi- 
ment. It  may  be  unconstitutional.  So 
it  probably  will  be  challenged  in 
court.  If  that  [provision]  held  up  in 
court,  it  would  pretty  much  kill  priva- 
tization," says  Weld. 

"The  other  thing  in  the  bill  is  that 
we're  supposed  to  attribute  fantasy- 


Massachusetts  Secretary  of  Transportation  James  Kerasiotes 
Private  firms  run  state  drawbridges  like  this  one  in  Quincy. 


land  efficiencies  to  state 
workers.  We  would  have  to 
look  at  what  it  would  cost  if 
[union  workers]  were  all  bi- 
onic  men  and  women." 

What  Weld  means  is  that 
the  bill  would  allow  unions 
to  promise  future  produc- 
tivity gains  in  their  compet- 
ing bids  against  private 
firms  with  no  guarantee 
they'll  deliver.  "That's 
what  I  mean  by  fantasy- 
land,"  the  governor  says. 
"It's  ludicrous."  Weld 
plans  to  veto  the  bill,  which 
passed  in  late  November, 
but  admits  there's  a  50% 
chance  he'll  be  overridden. 

One  thing  is  certain:  The 
budget  cuts  didn't  hurt  the 
economy.  Quite  the  con- 
trary. Including  the  self- 
employed,  there  are  about 
110,000  more  Massachusetts  resi- 
dents working  than  when  Weld  took 
office,  a  gain  of  4%,  compared  with  a 
2%  employment  drop  in  nearby  New 
York  State  during  the  same  period. 
Significantly,  New  York's  tax  burden 
is    considerably    higher    than  is 
Massachusetts'. 

"Our  economy  is  not  robust,"  the 
governor  admits,  but  adds:  "It's  defi- 
nitely heading  in  the  right  direction. 
Unless  the  federal  tax  hikes  kill  us,  we 
should  be  in  considerably  better 
shape  a  year  from  today 
than  we  are  now.  The  re- 
covery is  going  to  come  and 
then  the  jobs  will  catch  up 
with  it.  I'm  speaking  as 
someone  who  presided 
over  the  number  one  un- 
employment state  in  the 
country;  [it  peaked  at]  9.5% 
during  my  first  year.  My 
second  year  was  about 
8.5%,  and  we  were  in  the 
top  fifth  of  states  [in  unem- 
ployment]. My  third  year  is 
6.9%,  and  we're  about  at 
the  middle."  New  York,  by 
contrast,  still  has  7.9% 
unemployment. 

Rut  with  the  immediate 
crisis  past,  the  general  pub 
lie  seems  to  have  lost  inter- 
est in  trimming  govern- 
ment, while  the  bureaucra- 
cy/union  side   has  been 
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Massachusetts'  budget 


As  a  brand,  Amos  was  Famous  but  moribund. 
A  smart  young  marketer  made  it  glow  again. 

Famous, 
Shmaymous 


regrouping  with  considerable  suc- 
cess. A  13.9%  pay  hike  for  unionized 
state  workers  was  passed  in  late  1992 
over  Weld's  veto.  And  the  legislature 
pushed  up  state  spending  by  10%  in 
1993,  and  it  is  scheduled  to  rise  an- 
other 5%  in  1994.  Says  Weld:  "The 
question  is  how  do  you  keep  the 
budget  from  going  up  as  fast  as  reve- 
nues are  coming  in?  The  only  answer 
that  we've  been  able  to  come  up  with 
is  to  take  the  money  off  the  table 
through  means  that  we  control." 

One  of  the  few  revenue  items  that 
the  governor  controls  directly  is  fees 
for  such  things  as  licenses.  Weld  gives 
an  example:  "Governor  Dukakis 
raised  registrv  of  motor  vehicle  fees 
through  the  roof  in  the  mid-1980s. 
All  pickup  trucks  had  to  pay  a  S90  to 
$  1 20  commercial  fee  even  if  they  were 
not  used  for  commercial  purposes.  So 
I  recently  reversed  that  policy.  Non- 
commercial trucks  now  pay  S30.  That 
w  as  an  S18  million  item. 

"But  then  the  legislature  passed  a 
bill  in  July,  if  you  can  believe  it,  to 
forbid  me  from  lowering  fees.  I  ve- 
toed it.  [This  veto]  will  be  very  signifi- 
cant in  the  coming  months  if  they  take 
it  up.  It  shows  you  how  naked  their 
desire  for  more  spending  is." 

Weld  does  have  one  thing  going  for 
him  in  his  seemingly  hopeless  battle 
against  the  spend-happy  legislature: 
public  disgust  with  taxes.  The  ques- 
tion is:  Can  he  mobilize  such  a  gener- 
alized sentiment  against  the  focused 
opposition  of  special  interests?  If  he 
cannot,  he  will  have  averted  a  crisis 
but  will  have  failed  in  his  effort  to 
lessen  the  crushing  tax  burden  Massa- 
chusetts residents  still  cam'. 

If  he  had  it  to  do  over  again,  would 
Weld  haw  tackled  the  crisis  different- 
ly? "I  think  the  one  regret  I  have  is 
one  of  tone,"  he  replies.  "I  think 
probably  an  opening  to  the  unions 
early  on  might  have  affected  the  tone 
a  little  bit.  Because  now  they're  com- 
pletely irrational  [over  privatization], 
as  the  unions  were  over  Nafta. 

"If  there's  one  other  piece  of  advice 
I  might  give  to  governors  starting 
out,  it's  to  use  the  w  ord  competition 
instead  of  privatization.  It's  hard  in 
the  U.S.  to  be  against  competition. 
Yet  that's  what  those  people  [leaders 
of  the  public  service  unions]  are  really 
saying,  that  they  don't  want  to  com- 
pete against  the  private  sea.  >r."  M 


By  William  Heuslein 

Rkmkmbhr  Wally  (Famous)  Amos, 
the  William  Morris  agent  turned 
chocolate  chip  cookie  entrepreneur? 
In  1975,  with  $25,000  from  celebrity 
friends,  he  launched  the  "gourmet" 
cookie  trend. 

He  peddled  his  wares  to  depart 
ment  and  specialtv  stores  or  through 
franchised  outlets,  where  customers 
were  lured  in  by  the  smell  of  warm 
cookies.  For  a  short  time  the  brands 
and  the  concept  of  "gourmet"  cook- 
ies strutted  their  stuff  on  the  national 
scene  and  then  faded. 

By  1985  his  company  was  losing 
S300,000,  on  sales  of  more  than  $10 
million.  That  year  Amos  sold  a  major- 
ity interest  in  Famous  Amos  to  the 
Bass  brothers  of  Fort  Worth  for  $1.1 
million,  but  the  Basses  gave  up  and 
sold  control  to  another  group.  His 
equity  interest  reduced  to  about  14%, 
Wally  Amos  lost  interest.  Says  he: 
"My  heart  left  the  company  in  1985 ." 
By  1989  he  w  as  out. 

Between  1985  and  1988,  Famous 
Amos  Chocolate  Chip  Cookie  Corp. 
had  four  owners,  w  ho  tried  licensing 
the  Famous  Amos  label  on  ice  cream, 
candy,  hot  chocolate  and  soda.  No 
go.  In  1988  revenues  were  $6.3  mil- 
lion, losses  S2.3  million. 

In  late  1988  the  Shansby  invest- 
ment group  of  San  Francisco  decided 
to  give  it  a  try.  They  bought  the 
business  for  under  S3  million  with  the 
goal  of  fixing  it  up  and  selling  out. 
Keith  Lively,  a  young — 37 — Nestle 
marketer,  was  hired  to  do  the  job. 

What  others  failed  to  do,  Lively  did. 
He  saved  the  company.  He  contract- 
ed out  manufacturing  and  ended  the 
licensing  deals.  He  decided  to  forget 
about  the  high-priced  end  of  the  mar- 
ket where  it  competed  at  as  much  as 


Wally  (Famous)  Amos  in  1986 
He's  now  Uncle  Noname. 


S3  a  6-to-7-ounce  bag  with  M 
Fields  and  Campbell  Soup's  Pepp< 
idge  Farm.  He  moved  it  down  marl 
to  compete  atS2  to  $2.50  a  12-ouri 
bag  with  Nabisco's  Chips  Ahoy!  a 
Keebler's  Chips  Deluxe.  The  comr. 
ny  says  that  it  still  uses  the  origii 
recipes;  Walk  Amos,  no  longer  i 
volved,  says  the  recipes  have  be 
changed. 

Famous  Amos  had  no  store  delis  t 
system  to  get  it  into  supermarkets, 
Lively  did  an  end  run,  selling  throu 
warehouse  food  clubs  and  vendi 
machines.  Market  research  show 
that  plenty  of  people  had  heard  oft 
cookies  ( "Oh,  yeah.  I  remember  I 
mous  Amos"),  but  many  had  ne\ 
eaten  them.  Explains  Lively:  "We  i 
cused  on  the  secondary  charm 
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SEND 
A  PACKAGE 
ABROAD 
WITHOUT 
SPENDING 
A  BUNDLE. 


If  you're  paying  exorbitant  prices 
for  all  of  your  expedited  deliveries,  con- 
sider EMS-Express  Mail  International 
Service™  from  the  Postal  Service.  It's  the 
perfect  way  to  send  an 
important  international 
package  at  a  price  that's 
not  out  of  this  world. 
Your  package  will 
get  special  handling  and  quick,  reliable 
delivery,  door-to-door.  But  you  pay  con- 


siderably  less,  often  under  half  what 
our  competitors  charge* 

For  your  free  EMS  starter  kit  cal 
1  800  456-3600,  Ext.  612.  ^ 

If  you're 
tired  of  paying 
a  bundle  for  all 
your  overseas 
packages,  we 
deliver  for  you. 


I  U.S.  Portal  Service 


UNITED  STATES 


POSTAL  SERVICE 

We  Deliver  For  You. 


Famous  Amos 


where  we  could  compete  on  a  level 
playing  field — channels  where  the 
brand  and  the  product  sell  the 
product." 

Lively  knew  exacdy  what  was  ex- 
pected of  him:  to  position  the  brand 
for  sale.  Vending  machines  and  ware- 
house clubs  w  ere  a  way  of  capitalizing 
on  the  brand  recognition  without 
needing  to  spend  big  money  on  ad- 
vertising and  distribution.  "It  set  our 
exit  strategy,,,  says  Lively,  "because  it 
made  us  a  very  attractive  candidate  for 
a  buyer  who  had  a  grocer)'  distribu- 
tion system." 

But  first  Lively  had  to  get  sales 
volume  up  to  where  he  could  turn  a 


Cookie  manufacturing  in  Los  Angeles 
Profits  up  with  downmarket  pitch. 
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Whether  we're  arranging  a 
financing  in  Hong  Kong, 
completing  an  acquisition 
;  in  Italy,  or  helping  to 
structure  a  distribution 
channel  for  new  products 
in  Latin  America,  we  serve 
our  clients  by  following 
a  few  simple  rules.  Under- 
stand their  objectives. 
Understand  their  business. 
Understand  how  to  make 
the  relationship  last. 


J  P  Morgan 


Sony's  Mickey  Schuihof  gets  lots  of  calls 
these  days  from  telephone  company  bosses. 
Asa  pioneer  player  in  multimedia  with  powerful 
positions  both  in  hardware  and  software, 
Sony's  got  what  the  wannabes  so  badly  need. 

Creating 
a  seamless 
company 


By  Seth  Lubove  and  Neil  Weinberg 

Sony  Plaza  is  die  ground  floor  of  what  was  once  the  at&t 
building  but  is  now  Sony  headquarters,  Manhattan's 
controversial  Philip  Johnson-designed  Chippendale  high- 
boy. There  last  month  1,356  guests  sipped  sake  from  a 
fountain  and  listened  to  Sony's  multiplatinum  crooner 
Michael  Bolton  sing.  But  the  real  star  of  the  event  was  a 
beaming  Michael  (Mickey)  Schuihof,  who,  in  a  speech 
opening  this  showcase  for  the  multimedia  company's 
products,  told  the  crowd:  "Everyone  has  wondered  how 
you  combine  electronics  and  entertainment."  In  answer 
he  waved  his  hand  at  the  glittering  displays  from  Sony 
movies,  music  and  electronics  that  filled  the  45,000- 
square-foot  space. 

While  crazy  bidding  wars  and  surging  stock  prices  have 
garnered  the  media's  attention  at  the  dawn  of  the  multi- 
media entertainment/information  age,  Sony  has  skillfully 
positioned  itself  as  a  leader — perhaps  the  leader — in 
blending  under  one  roof  both  the  machines  that  earn'  the 
information/entertainment  into  homes  and  the  entertain- 
ment/information itself.  There  are  bigger  companies  than 
Sony  on  the  hardware  side,  and  there  are  bigger  companies 
(in  the  software  side,  but  none  has  gone  so  tar  in  integrat- 
ing the  medium  and  die  message. 


Mickey  Schuihof  is  only  the  president  and  chief  exe< 
tive  of  Sony  Corp.  of  America,  a  subsidiary  of  Tok) 
headquartered  parent  Sony  Corp.  But  today  it  is  t 
American  tail  that  wags  the  dog.  From  his  New  York  off 
overlooking  Central  Park,  surrounded  by  his  collection 
model  planes  that  reflect  his  passion  for  flying,  Micl< 
Schuihof  presides  over  the  most  important  part  of  t 
company.  With  its  Columbia  and  TriStar  movie  studi' 
Loews  movie  houses,  videogames,  Columbia  and  E] 
records,  Sony  today  has  as  much  of  its  U.S.  assets 
entertainment  as  it  does  in  manufacturing  electronic  ge 
Recently  Norio  Ohga,  the  taciturn  chief  executive  of  S<  >i 
leaned  back  in  his  chair  at  a  board  meeting,  closed  his  c] 
and  declared  that  Sony's  future  lies  in  what  is  taking  pis 
in  the  U.S.,  home  of  both  Hollywood  and  the  worli 
biggest  electronics  marketplace. 

Perhaps  more  than  any  of  the  other  corporate  giai 
scrambling  to  position  themselves  for  interactive  a 
multimedia  entertainment  and  information,  Sony  ha! 
carefully  thought  through  strategy.  It  envisions  the  bu 
ness  in  three  parts:  creating  the  software,  transmitting  it 
the  pipeline,  as  Schuihof  calls  it — and  making  the  n 
chines  to  bring  it  into  the  home.  Sony  is  not  interest 
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n  the  pipeline — the  cable  systems,  the  fiber  optics,  the 
>roadcasting  stations  and  broadcasting  networks.  Sony 
rants  to  be  firmly  positioned  on  both  ends  of  the  pipeline. 
\lS  Schulhof  tells  Forbes:  "I  am  comfortable  not  owning  a 
►iece  of  the  pipeline,  if  there  is  total  open  access." 

In  other  words,  Sony  is  content  to  let  others  battle  over 
he  delivery  of  its  software  to  its  hardware,  so  long  as 
nyone  can  transmit  over  the  pipeline.  It  doesn't  matter  if 
he  pipeline  ends  up  being  a  wire,  a  broadcast  antenna  or  a 
ate! lite  beam.  Sony  plans  to  be  on  both  ends. 

But  making  the  two  ends  of  the  business — software  and 
lardware — is  no  simple  task.  To  grasp  the  challenge  of 
ombining  the  businesses,  dine  at  the  executive  commis- 
ary  at  Sony  Pictures  Entertainment  in  Culver  City,  Calif, 
iere  pampered,  egotistical,  flashy  show  business  types  are 
erved  meals  on  china  plates  by  uniformed  waiters.  At  Sony 
Electronics'  manufacturing  plant  outside  San  Diego,  you 
;et  sandwiches  on  disposable  plates  and  soda  out  of  the 
an.  Standard  dress  here  isn't  Armani  and  Lauren  but 
hort-sleeve  dress  shirts  that  could  have  come  from  an  L.L. 
»ean  catalog. 

How  do  you  blend  these  two  styles?  That's  the  chal- 
mge  facing  Mickey  Schulhof.  Now  51,  the  Manhattan- 


born  Schulhof  was  trained  as  a  physicist  at  Brandeis 
University.  Not  only  is  he  Sony's  highest -ranking  non- 
Japanese  executive,  but  he  is  one  of  only  three  foreign 
board  members.  While  the  final  word  can  still  come  from 
Tokyo,  Sony's  top  management  is  wise  enough  to  under- 
stand that  the  American  entertainment  industry  is  a  world 
apart  and  is  best  run  by  somebody  who  is  steeped  in  it. 

Being  in  the  entertainment  business  means  handling 
often  prickly,  volatile  and  almost  unbelievably  conceited 
people.  There  can  be  flareups  of  the  sort  that  most 
Japanese  feel  uncomfortable  with;  to  Schulhof  they  are  all 
in  a  day's  work.  As  when  Columbia  Pictures  Entertain- 
ment cochairman  Jon  Peters  left,  not  long  after  Sony 
shelled  out  $200  million  for  the  company  he  owned  with 
current  Sony  Pictures  Entertainment  head  Peter  Guber. 
That  was  preceded  by  the  exit  of  Walter  Yetnikoff,  who 
orchestrated  both  the  purchase  of  CBS  Records  (when  he 
was  head  of  it )  and  the  botched  hiring  of  Peters  and  Guber, 
which  required  a  big  settlement  with  Warner  Bros,  to  get 
them  out  of  an  existing  contract. 

Yet  Sony's  Japanese  brass  is  acutely  aware  that  the 
company's  long-term  prosperity  depends  upon  living  and 
dealing  with  the  vagaries  of  show  business.  The  company 
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Sony 


learned  a  hard  lesson  in  the  early  1980s.  Sony's  techno- 
logically superior  Betamax  video  format  was  outflanked  by 
Matsushita's  VHS  format.  Never  mind  that  the  higher- 
resolution  Betamax  technology  has  since  become  the 
format  of  choice  among  television  and  film  professionals. 
The  consumer  chose  VHS — and  for  good  reason:  vhs  had 
the  programming,  the  software,  the  stuff  people  wanted  to 
watch.  Sony  had  much  less  of  it. 

Sony's  current  strategy  grew  out  of  the  carefully  studied 
lessons  of  that  costly  mistake.  Contrast  its  Betamax  deba- 
cle with  its  current  efforts  to  popularize  the  re-recordable 
MiniDisc  format  it  has  invented  (see  story,  p.  158).  It  is 
competing  for  acceptance  with  the  digital  compact  cas- 
sette format  being  introduced  by  Matsushita  and  Philips. 
Sony's  is  not  compatible  with  existing  formats.  But  this 
time  around,  Sony's  hardware  is  backed  in  the  U.S.  by 
about  400  titles,  a  large  share  from  Sony  Music,  and 
licenses  are  also  available  for  other  makers  to  turn  out  their 
own  hardware  for  the  format.  Before,  Sony  sent  out 
engineers  to  promote  its  new  products.  This  time,  Robert 
Sherwood,  a  flamboyant  music  industry  veteran,  was  hired 
to  convince  competing  music  companies  that  the  new 
hardware  will  help  rather  than  hurt  their  business,  so  that 
they,  too,  will  produce  recordings  in  the  new  format.  In 
the  battle  for  the  next  generation  of  digital  audio  equip- 
ment, Sony's  MiniDisc  players  now  lead  over  the  digital 
compact  cassette  format  by  a  "wide  margin,"  according  to 
a  recent  Value  Line  report.  Since  its  introduction  a  year 
ago,  Sony  has  sold  400,000  MiniDisc  players,  twice  the 
first-year  sales  of  its  compact  disk  players. 

They  are  a  practical,  hardheaded  crew,  these  Sony 
people.  Synergy  is  derisively  referred  to  around  the  compa- 
ny as  the  "S"  word,  but  it  is  nevertheless  taken  seriously. 
Schulhof  has  indoctrinated  his  people  with  the  vital 
importance  of  crossing  the  different  media  lines  to  sell 
Sony  software.  For  example,  some  theaters  in  Sony's  958- 
screen  Loews  chain  are  being  equipped  with  simulator 
rides,  and  adapted  for  Imax  movies  and  other  new  enter- 
tainment thrills,  based  on  Sony  films  and  television  pro- 
grams. A  good  chunk  of  growth  at  Sony  Music  Entertain- 
ment— as  the  old  CBS  Records  is  now  known — has  come 
from  promoting  soundtracks  from  Sony  Pictures'  movies. 
Taking  a  page  from  Disney's  merchandising  manual,  Sony 
last  spring  created  a  unit,  Sony  Signatures,  to  merchandise 
the  film,  music  and  even  electronic  goods  coming  from  its 
far-flung  businesses.  For  example,  the  unit  designed  a 
collection  of  T  shirts,  baseball  caps,  ties  and  other  knick- 
knacks  for  Sony  Music  performer  Billy  Joel. 

"What's  important  is  that  when  you  have  a  seamless 
company,  you  go  to  the  best  resource  within  your  compa- 
ny to  do  things,"  says  Schulhof.  "I  want  it  to  be  as  natural 
for  the  electronics  people  to  call  on  the  creative  attributes 
of  the  entertainment  companies  as  they  do  calling  the 
[computer]  department  when  they  want  a  personal  com- 
puter. And  I  want  the  entertainment  guys  to  feel  as 
comfortable  talking  to  the  electronics  people  when  they 
need  to  put  in  a  new  editing  machine,  new  broadcast 
equipment  or  new  video  switchers." 

Looked  at  from  a  strictly  1993-94  perspective,  Sony 
isn't  doing  well.  Revenues  in  the  fiscal  year  ending  March 
1994  are  expected  to  fall  7%,  to  3.7  trillion  yen  ($34.4 
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billion ),  from  nearly  4  trillion  yen  the  previous  year.  Sony 
pretax  operating  margin  slid  last  year  to  7.4%,  from  13.7 
in  1990;  return  on  equity  fell  precipitously  to  2.4%,  froi 
8.8%.  Earnings  for  the  fiscal  year  ending  March  1994  ai 
expected  to  fall  another  11%,  to  70  cents,  per  NY5 
American  Depositary  Receipt.  The  strong  yen  and  rece 
sions  at  home  and  in  Europe  are  hurting  all  Japane: 
exporters,  although  Sony  is  better  insulated  than  mar 
rivals  by  its  long-standing  strategy  of  manufacturing  loca 
ly.  These  weak  earnings  are  the  more  alarming  in  view  < 
the  debt  burden  Sony  has  taken  on  to  become  a  majc 
factor  in  the  entertainment  business.  Total  debt  is  ov< 
$14.6  billion,  for  a  113%  debt-to-equity  ratio. 

It  is  always  dangerous  to  say  that  earnings  setbacks  don 
matter  if  a  company  is  managed  for  the  long  term,  but  i 
Sony's  case  it  is  probably  true.  Sony  has  suffered  oth< 
downdrafts  since  its  post-World  War  II  founding  h 
Masaru  Ibuka  and  Akio  Morita  as  a  maker  of  tape  recorc 
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s.  As  recently  as  the  early  1980s,  its  profits  shrank  as 
>mpetition  intensified.  Then  came  the  hugely  successful 
impact  disk  players  and  8mm  home  video  to  save  the  day. 
>ny  is  too  big  now,  however,  for  any  single  gadget 
)ming  out  of  its  massive  research  labs  to  reverse  its 
Ttunes.  Hence  the  diversification  into  software  and  the 
iste  to  make  the  two  reinforce  each  other. 

Sony's  technological  strengths  are  no  mean  asset.  It  is 
rong  in  several  key  technologies  that  will  power  next- 
meration  products — magnetic  and  optical  storage,  in- 
uding  CD-ROM  formats,  semiconductors  and  wireless 
)mmunications.  It  is  already  the  world  leader  in  consum- 

electronics,  professional  broadcast  equipment,  CD- ROM 
sks  and  airline  video  systems. 

In  the  U.S.  it  leads  in  high-fidelity  VHS-format  vcrs, 
mcorders  and  cordless  phones.  Despite  a  failed  foray 
to  computer  workstations  in  the  U.S.,  Sony  is  hardly  a 
ggard  in  the  computer  industry.  Its  expertise  in  high- 
lality  television  tubes,  through  its  Trinitron  technology, 
is  made  it  the  leading  supplier  of  monitors  for  Apple 
omputer,  Silicon  Graphics  and  other  graphics-intensive 
wnputer  makers.  It  is  a  leading  manufacturer  of  disk 
ives  and  other  computer  components. 
In  personal  audio,  Sony's  yellow  Sports  Walkman  prod- 
its  alone  outsell  all  the  offerings  of  number  two  Pana- 
mic,  a  division  of  Matsushita.  What's  next?  An  upper-end 
kne  entertainment  offensive,  for  one  thing.  Sony  is 
:tting  on  the  notion  that  Americans  will  lead  the  way  for 
>nsumers  worldwide  to  fit  their  homes  with  integrated, 
gital  entertainment  systems  that  are  controlled,  for 
ample,  by  a  Microsoft  Windows-like  TV  screen  display 
id  wireless  mouse. 

With  all  this  Sony  is  still  very  much  a  hardware  vendor, 
ith  electronics  bringing  in  about  75%  of  revenues  and 
•out  half  of  operating  income. 

On  the  software  side,  Sony  led  Matsushita  into  Holly- 
ood.  With  its  decades-long  involvement  in  CBS/Sony 
roup  in  Japan  (now  Sony  Music  Entertainment  Japan,  it 
Japan's  top  music  company),  it  also  had  a  big  head  start 
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over  its  Japanese  rivals  in  integrating  show  business  and 
manufacturing  talents.  This  is  not  to  say  it  has  entirely 
succeeded.  While  Schulhof  has  shown  impressive  progress 
in  getting  Sony's  American  units  to  pull  together  in  the 
same  direction,  he  is  still  far  from  achieving  the  sort  of 
returns  Sony  will  need  to  justify  its  $8  billion  investment. 
To  do  that  Schulhof  knows  he  will  have  to  be  as  innovative 
in  coming  up  with  new  products  and  new  hybrids  as  the 
manufacturing  arm  has  been.  To  achieve  this  Schulhof  has 
placed  a  premium  on  opening  up  lines  of  communication 
between  the  punctual  and  precise  electronics  engineers 
and  the  free-spending,  casual  types  on  the  music  and 
movie  side.  "Mickey  has  the  commitment  to  making  these 
things  marry  each  other,"  says  Mitchell  Cannold,  vice 
president  of  new  technologies  for  Sony  Corp.  of  America, 
and  a  former  film  and  network  news  producer. 

Much  is  riding  on  the  success  of  Sony  Electronic 
Publishing,  where  Sony's  efforts  in  multimedia  and  inter- 
activity converge  the  most  visibly.  It  was  set  up  just  two 
years  ago  and  will  turn  a  profit  this  year  on  sales  of  $130 
million  to  $150  million.  The  company  mostly  sells  video- 
games for  Sega  and  Nintendo  systems,  several  of  which  are 
based  on  films  produced  at  Sony  Pictures  and  use  sound- 
tracks from  Sony  Music.  Run  by  31 -year-old  Olaf  Olafs- 
son,  like  Schulhof  a  Brandeis-trained  physicist,  and  also  a 
bestselling  fiction  author  in  his  native  Iceland,  the  unit  has 
been  given  an  ambitious  goal  by  Schulhof:  Double  sales 
every  year  for  the  next  three  years.  That  would  make  it  a 
half- billion-dollar-plus  enterprise  by  1996. 

"We  take  the  content  that's  available  to  us,  whether  it's 
through  associations  with  film  companies,  comic  book 
companies  or  with  ESPN,"  says  Olafsson.  "The  challenge  is 
to  integrate  it  into  something  that  the  consumer  is  going 
to  find  interesting.  It's  not  enough  to  put  pretty  pictures 
up  there.  It  has  to  have  an  entertainment  value  that's  going 
to  keep  people  occupied  for  hours." 

Call  it  multimedia,  cross-media  or  what  you  will,  the 
object  here  is  similar  to  what  people  used  to  say  of  old-line 
slaughterhouses:  that  they  packaged  everything  but  the 
squeal.  No  longer  do  you  just  make  movies  or  records.  You 
take  these  properties  and  you  use  them  every  way  you  can, 
from  turning  them  into  T  shirts  to  videogames,  to  books. 

Take  last  year's  Columbia  Pictures  hit,  Bram  Stoker's 
Dracula.  The  CD-ROM  and  cartridge  game  is  the  first  ever 
to  incorporate  actual  footage  from  a  film,  the  storyline, 
and  even  portions  of  the  soundtrack.  Sony's  game  design- 
ers got  copies  of  the  set  designers'  blueprints,  which  they 
plotted  into  a  Silicon  Graphics  computer.  They  hired  a 
double  of  one  of  the  lead  actors  in  the  movie,  who  was 
digitally  filmed  doing  the  stunts  that  are  performed  by  the 
computerized  character  in  the  game.  Similarly,  game  show 
hosts  Alex  Trebek  and  Vanna  White  were  filmed  for  Sony's 
videogame  versions  of  Jeopardy!  and  Wheel  of  Fortune, 
both  owned  by  Sony  Pictures  Entertainment's  Merv 
Griffin  Enterprises.  "Sony  has  all  the  pieces.  Now  we're 
meshing  tighter  as  we  go,"  says  Richard  Robinson,  direc- 
tor of  product  development  for  Sony  Imagesoft,  the 
videogame  unit  of  Sony  Electronic  Publishing. 

Hollywood  insiders  hooted  that  Sony  got  taken  to  the 
cleaners  in  1989  when  it  paid  $4.5  billion,  or  over  20  times 
cash  flow,  for  Columbia  and  TriStar.  Maybe  it  did,  but  if  so 
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"Extras  are  expensive 

In  Gone  with  the  Wind 
the  producer  filled  a  field 
with  gray-clad  dummies 
to  simulate  wounded  Con- 
federate soldiers.  That 
was  the  old-fashioned  way 
to  create  visual  effects. 
It's  done  differently  today. 
Columbia's  In  the  Line  of 
Fire,  a  Clint  Eastwood 
thriller,  has  scenes  of  mass 
political  rallies  and  parades. 
Live  action  scenes  might 
have  called  for  10,000  ex- 
tras— prohibitively  ex- 
pensive. Columbia  got  by 
with  1,500  by  calling  in 
the  computer  jocks  at  Sony 
Pictures  Imageworks. 
Working  off  a  Silicon 


Graphics  computer  nick- 
named "Clint,"  the  com- 
puter folks  made  the  1 ,500 
look  like  10,000.  In  an- 
other scene,  programmers 
used  an  actual  Clinton 
campaign  rally,  creating  a 
computer-generated 
fence  to  cover  the  Clinton 
signs.  Eastwood  and  the 
actors  were  filmed  before  a 
blue  background.  In  the 
movie,  the  actors  were  flaw- 
lessly grafted  into  the  po- 
litical rally.  "Extras  are  ex- 
pensive, "  explains  G. 
William  Birrell,  senior  vice 
president  and  executive 
producer  of  Sony  Pictures 
Imageworks. 


The  group  also  created 
a  computer-simulated  ex- 
plosion in  New  York  City 
for  Columbia's  Last  Action 
Hero,  a  flying  axe  for  Tri- 
Star's  So  I  Married  an  Axe 
Murderer,  and  a  sperm 
sequence  for  TriStar's  Look 
Who's  Talking  Now! 

In  So  I  Married  an  Axe 
Murderer,  the  script  called 
for  a  turn-of- the -century 
mansion  with  a  storm 
brew  ing  overhead.  But 
the  film  was  being  shot  in 
Oakland,  Calif.,  and  the 
house  was  supposed  to  be 
in  a  remote  area.  No 
problem.  The  filmmakers 
found  the  house  they 


needed  in  Oakland,  and 
computers  generated  th 
background  and  storm. 

"Not  only  did  we  sav 
money,  we  got  exactly  l 
effects  we  wanted,"  say 
Kenneth  Lemberger,  vi 
chairman  of  TriStar  Pic 
tures,  who  also  oversees 
Imageworks  group.  He 
claims  Sony  Pictures  co 
shave  up  to  10%  off  the 
average  budget  of  S26  i 
lion  with  computerized 
visual  effects. 

Sony's  technology  is 
advanced  it  now  does  vi: 
effects  for  competing  st 
dios  like  Warner  Bros,  a 
Disney.  -S.L. 


Viacom  and  qvc  are  eager  to  get  taken  at  higher  multiples 
of  cash  flow.  Says  Schulhof:  "The  [proposed]  $10  billion 
acquisition  of  Paramount  makes  me  feel  that  Columbia 
Pictures,  TriStar  and  our  whole  picture  group  should  be 
worth  at  least  $7.5  billion  for  something  we  paid  $4.5 
billion  for  four  years  ago.  Paramount's  market  share  this 
year  is  9.5%,  while  we  are  in  our  third  year  of  over  20% 
market  share.  Peter  Guber  and  his  team  have  rebuilt  our 
motion  picture  assets  in  a  very  significant  way."  Leaning 
on  the  parent's  electronic  expertise,  the  film  company  has 
become  a  leader  in  visual  effects  as  well  (see  box). 

Today,  even  accounting  for  the  summer's  costly  flop  of 
Last  Action  Hero,  the  renamed  Sony  Pictures  Entertain- 

Sony  President  and 
Chief  Executive 
Norio  Ohga 
Content  to  let 
Mickey  Schulhof 
and  the  U.S.  grab 
the  spotlight. 


ment  (which  includes  TriStar)  is  number  one  at  the  1 
office.  Add  to  that  its  library  of  3,400  films  and  more  tl 
25,000  television  episodes. 

Synergies — oops!  the  S  word — have  evolved  betw< 
Sony  Pictures  and  Sony  Music.  Before  Sony,  Guber  s 
Columbia  released  just  a  handful  of  soundtracks  in  eij 
years.  This  past  summer,  Sony  had  3  of  the  top 
soundtracks.  One,  the  soundtrack  from  Sleepless  in  Sea 
that  included  "Big  Schnozz"  crooner  Jimmy  Durar 
was  such  a  hit  that  Sony  is  producing  a  sequel — not  to 
movie  but  to  the  soundtrack.  Last  Action  Hero  may  h 
lost  money  at  home,  but  Sony  sold  over  1  million  copie: 
that  soundtrack,  too.  Thanks  in  part  to  soundtracks,  Sc 
Music  edged  out  Time  Warner's  records  group  this  fall 
become  the  U.S.  market  share  leader  once  again. 

"It's  become  more  than  a  niche,"  says  Thomas  (To 
my)  Mottola,  the  industry  veteran  who  is  credited  \v 
earn  ing  on  ably  after  Walter  Yetnikoff  s  abrupt  departu 
Sony's  patience  and  largesse  have  helped:  The  comp; 
re-signed  both  Michael  Jackson  (before  his  recent  tn 
bles)  and  Barbra  Streisand  to  lucrative  long-term  de; 
keeping  them  part  of  a  roster  that  includes  Billy  Joel,  Bn 
Springsteen  and  Dolly  Parton.  At  the  same  time  Mottc 
43,  worked  on  developing  new  talent,  such  as  Pearl  J 
and  Spin  Doctors,  ear-shattering  rock  bands  that  dr 
parents  over  the  edge  but  send  their  kids  to  the  rec< 
stores  in  droves.  To  them,  he  has  added  such  softer  arti 
as  his  new  wife,  Mariah  Carey,  whose  Ivrical  voice  has  m£ 
her  amegastar  at  the  age  of  23.  The  talent  developed  in  I 
U.S.  pays  off  in  future  years  in  overseas  sales.  Mott 
claims  operating  profits  grew  235%  between  1988  a 
1993,  while  revenues  increased  50%. 

When  Sony  took  over  the  record  company,  it  inhcrite 
vast  collection  of  old  masters,  the  disks  from  which  recoi 
are  pressed.  Many  are  a  little  odd:  corned-beef  hash  ra( 
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"Touching  up"  a 
shot:  the  rally  scene 
from  Columbia's 
"In  the  Line  of  Fire" 
The  picture  at 
top  is  an  actual 
Clinton 

campaign  rally. 
Below,  Eastwood 
and  other  actors 
are  inserted  by 
computer  into 
the  same  scene. 


advertisements,  World  War  II  Victor)'  disks  and  so  on.  But 
(tilers,  from  such  stars  as  Frank  Sinatra  and  Louis  Arm- 
trong  and  musicals  like  South  Pacific  and  West  Side  St  my, 
re  priceless.  Sony  is  dusting  off  this  treasure  trow  and 
eissuing  the  recordings  on  CDs  produced  at  its  new  state 
jf-the-art  recording  studio  in  New  York  City.  A  CD  box  set 
>f  1920s  recordings  by  blues  legend  Robert  Johnson  sold 
»ver  500,000  copies. 

And  what  of  electronics,  the  business  that  has  made 
verything  possible?  Sony  now  sells  over  $6.2  billion 
/orth  of  hardware  in  the  U.S.  alone.  Yet  for  most  of  its  2 1 
ears  here,  Sony's  manufacturing  operations  were  treated 
ike  colonies:  They  mostly  took  production  orders  from 


■ony's  CD  manufacturing  facility  in  Terre  Haute,  Ind. 

We're  going  to  give  you  money,  technology,  a  few  people.' 


back  home  in  Japan,  where  to  this  day  90%  of  all  new 
product  research  and  development  is  still  done. 

That's  changing  fast.  Listen  to  Kunitake  Ando,  presi- 
dent and  chief  operating  officer  of  Sony  Engineering  & 
Manufacturing  of  America,  the  electronics  manufacturing 
arm  of  Sony  Corp.  of  America:  "The  key  is  who  makes 
decisions  and  where,"  says  Ando,  the  highest-ranking 
Japanese  executive  Sony  lias  in  the  U.S.,  and  a  former 
assistant  to  Sony  cofounder  Akio  Morita.  "If  you  want  to 
be  a  w  inner  here,  you  have  to  make  decisions  here  and  not 
rely  on  Tokyo." 

Ando  is  backed  by  the  talents  of  engineers  like  Tei  Iki,  a 
goateed  senior  vice  president  of  display  systems.  Long 
before  Sony  was  much  of  a  presence  in  the  U.S.  comput- 
er-display market,  he  independently  approached  Steven 
Jobs  about  selling  Sony's  Trinitron  monitors  to  Apple. 
Thanks  to  that  early  ass<  >ciai  i<  >n,  S<  >nv's  monitors  are  now 
considered  the  class  act  for  graphics-intensive  computer 
applications. 

Iki  applied  that  same  streak  of  independence  to  develop 
ing  a  new  color  air  traffic  control  monitor  for  the  Federal 
Aviation  Administration  to  replace  the  monochrome  units 
currently  in  use.  Although  much  of  the  nitty-gritty  engi- 
neering work  was  repatriated  to  Japan,  the  monitor  is  a 
watershed  for  reinforcing  the  independence  of  the  U.S. 
electronics  manufacturing  group. 

When  FORBES  informed  Sony  we  were  planning  a  major 
piece  on  the  company,  we  were  bluntly  told  to  go  talk  with 
Schulhof.  This  was  no  modest)'  on  Tokyo's  part  but 
deliberate  policy:  It  wants  the  world  to  know  that  it  has 
committed  its  future  to  an  integration  of  software  and 
hardware  and  to  becoming  more  than  just  a  Japanese 
multinational  company.  Unlike  more  micromanaged  Jap 
anese  companies,  Sony  provides  an  environment  for  inde- 
pendent thinking  that  has  resulted  in  more  than  its  share  of 
innovations.  James  Frische,  chairman  and  chief  executive 
of  Sony's  compact  disk  manufacturing  plant  in  Terre 
Haute,  Ind.,  set  up  the  plant  for  Sony  ten  years  ago.  Just 
alter  he  was  hired,  Frische  met  in  Tokyo  with  his  new  boss 
Toshio  Ozawa,  now  heat!  of  Sony  Music  in  Japan. 

"He  said,  'We're  going  to  give  you  three  things:  money, 
technology  and  a  few  people."  The  punch  line  was,  'You'll 
have  to  make  everything  else  work  in  Terre  I  laute,"  " 
Frische  recalls.  The  plant  has  since  become  the  world's 
largest  manufacturer  of  cd  ROM  disks  (using  Sony  rob<  >is  > 
and  will  double  production  to  nearly  30  million  units  this 
year,  or  about  hall' the  world's  output. 

And  so,  with  the  way  things  have  exploded  across  the 
media  frontier,  Sony's  bets  on  entertainment  look  a  lot 
smarter  than  people  first  thought.  These  bets  have  placed 
it  squarely  where  technology  is  taking  the  world.  Mickey 
Schulhof  smiles.  "I've  met  the  chairman  of  every  phone 
company.  And  I  didn't  initiate  the  phone  calls."  Although 
Sony  hasn't  struck  any  deals  yet,  they  are  more  likely  to  be 
joint  ventures  than  outright  mergers,  because  Sony,  busily 
crafting  a  unique  identity  for  itself,  has  every  intention  of 
becoming  one  of  the  giants  of  the  multimedia  age.  Picking 
eventual  winners  is  a  dangerous  game,  in  good  part 
because  pioneers  and  early  round  scorers  are  seldom 
winners;  but  from  all  the  current  evidence,  Sony  looks  an 
excellent  bet  to  come  out  very  near  the  top.  Hi 
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The  engineers  at  Sony  are  turning  out  an  impressive 
array  of  alternative  media  players.  Too  bad  the  gizmos 
are  so  incompatible  with  one  another. 

Format  frenzy 


By  Neil  Weinberg 

S(  >ny  has  done  as  much  as  any  compa- 
ny to  create  today's  plethora  of  nifty 
electronic  gizmos.  But  with  so  many 
different  formats,  who  benefits? 

These  days  Sony  is  touting  a  Mini- 
Disc  audio  format,  CD  ROM,  a  modi- 
fied version  of  the  latter  called  a  multi- 
media CD-ROM,  en-Interactive  and 
the  Data  Discman,  among  others.  It 
also  sells  Sega  and  Nintendo  game 
cartridges.  Coming  soon  are  three 
new  Sony  gadgets:  MD-Data  for  com- 
puters, Video  CD  and  hand-held  per- 
sonal intelligent  communicators. 

Do  consumers  really  need  all  this 
diversity?  Scarcely.  Unless  you  have  a 
bottomless  pocket,  look  closely  be- 
fore buying.  Here's  a  consumer's-eye 
look  at  some  of  Sony's  offerings. 

MiniDisc:  A  winner.  The  digital 
MiniDisc  is  essentially  a  small  com- 
pact disk  with  a  huge  advantage — re- 
recordability.  For  years  companies 
like  3M  and  Tandy  have  been  herald- 
ing the  imminent  arrival  of  a  re-re- 
cordable disk.  Sony  has  won  the  race. 
It  created  the  re-recordable  MiniDisc 
with  a  magneto-optical  system  like 
that  used  for  optical  computer  stor- 
age. Inside  a  MiniDisc  player,  a  high 
powered  laser  heats  a  disk's  magnetic 
layer  to  400  degrees  Fahrenheit,  at 
w  hich  point  its  magnetic  orientation 
can  be  altered.  A  semiconductor  mag- 
netic head  then  enters  new  digital 
data.  Once  the  recorded  area  cools,  it 
is  safe  from  magnetic  fields  and  other 
dangers  until  it  is  heated  again. 

Even  in  Sony's  demonstration  stu- 
dios, we  could  barely  dis- 
tinguish the  4-bit  MD  from  ^ 
the  finer-grained  16-bitCD. 
But  Sony  doesn't  want  this  ^^^J 
product  to  eclipse  the  CD  ( 
format;  it  wants  you  to  buy  \e==4Sfi 
two  players,  with  the  Mini-  ~ 
Disc     replacing  cassette 
tapes  for  portability  and  the 
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(  D  dominating  at  home.  The  MD 
players  have  an  antiskip  feature — use- 
ful when  lugging  them  about.  About 
400  titles  from  over  20  labels  are 
available  in  the  U.S. 

The  play-only  Mini  lists  for  $550, 
the  recording  unit  for  $200  more.  If 
you've  had  a  good  year,  buy  one. 
Otherwise,  wait  for  prices  to  drop. 
With  Sharp  and  Sanyo  also  making 
Ml")  players,  it  won't  take  long. 

CD-ROM.  Sony  shares  this  relatively 
well-established  market,  for  the  mul- 
timedia attachment  for  a  PC,  with 
many  other  manufacturers.  That  fact 
helps  assure  that  new  software  will 
keep  flowing  and  that  hardware  prices 
will  be  competitive.  Sony  has  put 
together  hardware  and  software  kits, 
from  $340,  with  everything  personal 
computer  owners  need  to  get  up  and 
running.  Our  advice:  Given  the  risks 
of  software  bugs  and  compatibility 
problems,  you're  better  off  buying  a 
CD-ROM  drive  preinstalled  on  your 
next  PC  than  retrofitting  an  old  ma- 


Data  Discman 
(top),  MiniDisc 
player  (left) 
nbr     Great  technol- 
g&?       ogy  doesn't 

always  add  up 
to  great  buys. 


chine  with  Sony's  or  anyone  else's  k 

Multimedia  CD-ROM.  Sony  deser\ 
credit  for  bringing  the  massive  met 
ory  and  random  access  of  CD-ROM  t( 
portable  format,  but,  at  $1,000,  tl 
player  will  be  of  use  only  to  the  mc 
mobile  or  data-hungry  consume 
With  a  pop-up  screen  and  mini-ke 
board,  it  is  about  the  size  of  a  pap< 
back  book  and  doesn't  require  a  coi 
putcr  expert  to  operate.  The  disks  a 
modified  CD-ROM  disks  and  conta 
up  to  300,000  pages  of  text,  70  mi 
utes  of  CD-quality  audio,  graphics  o 
combination  of  the  three. 

Inexcusably,  however,  the  CD  Rf 
and  mmcd  formats  are  incompatib 
so  users  of  both  will  have  to  buy  t\ 
copies  of  their  most  used  titles.  T 
readout  on  the  LCD  screen  is  hard 
see  and  the  speaker  too  small  to  he 
in  a  busy  showroom.  Sony  alo 
makes  mmcd  players,  so  there  woi 
be  a  deluge  of  new  software. 

Bottom  line:  Stay  away. 

CD-Interactive.  This  format  is  ava 
able  from  several  makers.  It  offi 
better  graphics  than  the  Multimet 
CD  and  is  incompatible  with  anythii 
else.  So  far,  Sony  is  focusing  i 
business  customers.  Others  shou 
avoid  it. 

Data  Discman.  Another  Sony-or 
format  with  some  neat  features  ai 
limited  applications.  The  Discman 
targeted  at  students.  Software  i 
eludes  reference  books,  literary  cl; 
sics  and  Monarch  Notes.  The  randc 
access  search  function  is  a  nice  featui 
In  seconds  you  can  search  Shak 
speare's  works  for  joint  references 
"kill"  and  "lawyers."  But  at  $2' 
and  up,  plus  software,  convenien 
doesn't  come  cheap. 

Video  Sketch  Titler.  An  amate 
videophile's  dream.  Easy  to  use  ai 
free  of  format  w  orries,  this  sketchp 
displays  on  screen  your  hand-drav 
artw  ork  or  available  fonts  and  syi 
bols.  You  can  introduce  your  we 
ding  video  or  give  grandma  a  mot 
tache  in  13  colors.  A  children's  vc 
sion  is  also  available.  List,  $400. 

Digital  Micro  Recorder:  The  ti 
"Scoopman"  records  near-CD-qua 
ty  digital  sound  on  a  stamp-size  taj 
up  to  two  hours  long.  But  at  $1,01 
it's  a  technology  in  search  of  a  mark< 
The  consumers  who'd  most  bene 
don't  exist:  journalists  with  mo 
money  than  they  can  spend.  P 
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lthough  the  United  States  is  the  planet's  rich- 
est country,  the  basic  underlying  framework 
of  its  infrastructure  is  in  a  crisis  mode. 
Antiquated  and  leaking  pipes  cause  some 


major  cities  to  lose  as  much  as  30%  of  their  fresh  water 
supply  each  day.  Almost  41%  of  our  nation's  bridges 
are  deficient  —  some  have  been  condemned  and 
closed;  others  have  weight  restrictions.  More  than  one 
million  miles  of  highways  will  need  to  be  resurfaced  in 
this  decade.  Our  airports  are  seriously  overburdened 
and  our  railroad  systems  require  extensive  renovation. 
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'       here  is  a  scarcity  of 

capital  today  as  well  as 
enormous  competition 
for  funds.  Public  financ- 
ing for  infrastructure  is 


drying  up  as  governments  turn  to 
other  seemingly  more  pressing  mat- 
ters. The  demand  for  public  capital 
now  exceeds  our  supply  as  we  are 
challenged  to  rein  in  an  ever- 
increasing  deficit. 

We  have  come  to  rest  on  the 
horns  of  a  dilemma:  How  can  we 
develop  our  infrastructure  systems  to 
provide  for  the  needs  of  the  future  if 
we  can't  afford  to  renew  our  own 
roadways  and  repair  our  own 
bridges  now?  The  answer,  for 
many  in  the  private  sector,  rests  with 
the  development  of  public-private 
partnerships  in  infrastructure  project 
financing. 


A  CONTINUING 
FORUM  FOR  ACTION 


project  development. 

DEFINING  THE  CHALLENGE 

One  organization  committed  to 
addressing  the  new  infrastructure 
challenge  is  the  Rebuild  America 
Coalition,  under  the  chairmanship 
of  Maynard  Jackson,  mayor  of 
Atlanta  and  one  of  the  Rebuilding 
America  conference  chairmen. 
With  a  mission  to  create  public 
awareness  of  the  need  to  increase 
infrastructure  investment,  the 
Coalition  actively  promotes  the  eco- 
nomic benefits  of  job  creation, 
encourages  government  action  at 
all  levels  and  fosters  innovation  in 
technology,  financing  and  public- 
private  partnerships. 

Says  Mayor  Jackson,  "For  over  a 
decade,  America's  cities  have  suf- 


In  January  1993,  govern- 
ment leaders  and  private- 
sector  executives  met 
at  the  first  "Rebuilding 
America"  conference  in 
New  York  City.  At  this 
far-reaching  symposium, 
strategies  for  creating, 
financing,  managing  and 
delivering  public-private 
sector  development  were 
outlined. 

So  successful  was  the 
program  that,  this  January, 
"Rebuilding  America 
1994"  will  bring  together 
business,  government  and 
investment  leaders  in  a 
second  major  conference 
to  address  the  structuring, 
risks  and  opportunities  in 
new  project  financing  for 
public-private  partner- 
ships. Presented  by 
FORBES  magazine  and 
GE  Capital  Services  Inc., 
"Rebuilding  America 
1  994"  will  focus  on  the 
specific  implementation 
challenges  of  infrastructure 


fered  ....  neglected  problems  I 
gotten  worse;  productivity  and  a 
petitiveness  have  declined,  and 
now  we  are  at  a  crisis  point.  T 
United  States  lags  far  behind  ot 
major  industrialized  countries  in 
capital  investment  in  infrastruciui 
The  federal  government  must  be 
more  creative  in  order  to  meet  c 
nation's  infrastructure  needs." 

On  the  private  industry  side, 
company  at  the  forefront  of  infrc 
structure  development  is  GE  Ca 
Services  Inc.,  whose  23  individ 
business  units  are  engaged  in  si 
diverse  enterprises  as  railcar  ser 
vices,  municipal  bond  insurance 
transportation  and  industrial  dev 
opment  and  corporate  finance. 

Says  Vice  President  Charles 
Frank,  "One  of  the  problems  wi 
financing  infrastructure  is  the  ver 
long-term  payout  time 
frame.  The  risk  come 
into  play  when  the  ac 
project  use  doesn't  cc 
up  to  the  expected 
demand.  The  private 
tor  is  ready  to  take  cc 
struction  risks  and  cer 
operating  risks —  fhos 
are  the  types  of  invok 
ments  that  we  are  wil 
to  assume.  We  are  a 
to  build  infrastructure 
jects  at  very  low  cost 
and  operate  them  at 1 
low  cost  —  probably 
lot  more  efficiently  the 
the  public  sector." 

Nevertheless,  Fran 
believes  it  is  essential 
governments  widen  tf 
doors  to  the  risk-sharir 
process.  "We  know 
the  private  sector  defi 
ly  has  the  ability  to  sk 
into  a  variety  of  need 
projects,  but  often  the 
are  some  risks  that  mi 
be  better  borne  by  the 
public  sector." 

This  sentiment  is 
echoed  by  Ralph  Star 
manager  of  infrastruct 
development  at  Bechte 
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Berry  Contracting,  Inc. 
and  Affiliates 


$10,000,000 

Link  oi  Cri  on 
kiik  Equipment  Acquisition 


Lofland  Company 


$3,350,000 

Purchase  of  Common  Stock 


FSC  Holdings 


$50,000,000 

Crkuit  F  acility 


Stillwater  Hydro  Partners  LP. 


$8,050,000 

CONSTRI  CTION  LOAN  \NI> 

$9,550,000 

for  a  3..r)  Mm;a»att 
Hydroelectric  Facility 
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ACF  Industries 


$30,000,000 

Loan  for  743  Railcars 
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PlTTSTON 


$20,458,658.12 

Single  Investor  Taj  Lease 
for  Si  iface  \nd  Undercroi  nd 
Coal  Mining  Eqi  IPMENT 


s  year,  The  C!T  Croup  will  make  over  $4  billion  CIT  believes  it  is  vital  to  have  solid  partnerships  be  twee 

available  to  American  industry — helping  companies  like  those  companies  who  are  meeting  today's  challenges  and  their 

listed  here  access  the  value  of  their  assets  to  gain  the  funds  lenders.  We  are  proud  to  be  taking  part  in  the  Rebuilding 

they  need  to  achieve  their  objectives.  America  Conference,  where  America's  pressing  infrastructure 


■L 


The  CTT  Group  is  a  proud  sponsor  of  the  public  television  production  Coming  &  Going, "  an  in-depth  exploration 
oj  the  developments  and  challenges  facing  America  's  transportation  infrastructure 


HI  The  Office. 


U.S.  Transportation  Systems 


$4,500,000 

Secured  Line  of  Credit 


Contractors  Sipply  Company 
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Total  Money  Facility 
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Equipment  and  Inventory 


Lone  Star  Steel  Company 


$55,000,000 

Senior  Secured  Working 
Capital  Facility 


Pacific  Commercial  Finding 
Corporation 


$9,377,000 

Leases  and  Loans  for  New  Equipment 
Financing  \nd  Equpment  Refinancing 


Williams  Brothers  Constriction 
Company 


$10,000,000 

Line  of  Credit 
for  Equpment  Acquisition 


roblems  will  be  discussed,  and  to  honor  the  dedicated  men  and  women  who 
re  leading  those  efforts  with  our  annual  Rebuilding  America  Awards. 

For  more  information  on  how  asset-based  lending  from  The  CIT  Group 
an  meet  your  financing  needs,  call  1-800-545-5440. 
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Enterprises.  But,  at 
the  same  time, 
Stanley  says,  "The 
euphoria  and  hope 
that  the  change  in 
Administration 
would  result  in  a 
big  'Rebuilding 
America'  pro- 
gram has  run  into 
budget  reality. 
It's  not  a  matter  of 
politics  —  it's 
arithmetic. 

"The  truth  is 
this:  There's  not 
going  to  be  new 
funding  for  infra- 
structure coming 
out  of  Wash- 
ington —  and 
that  has  begun  to 
sink  in  at  the  state 
and  local  levels. 

The  fact  is  that  the  gas  tax,  which 
was  long  the  funding  source  of  the 
Highway  Trust  Fund,  is  now  going 
to  reduce  the  deficit  —  and  that 
will  continue." 

Stanley  also  sees  a  tremendous 
demand  for  roads.  "Most  of  what 
we  built  during  the  1  940s  and 
1  950s  needs  to  be  repaired  and 
renewed.  There's  a  whole  new 
class  of  infrastructure  capital  re- 
quired in  environmental  areas  we 
didn't  even  know  about  or  talk 
about  20  years  ago.  It's  as  though 
we  have  a  whole  capital  plan  that  has 
to  be  rehabilitated  at  the  same  time." 

SEIZING  NEW 
OPPORTUNITIES 

Government  agencies,  however, 
are  beginning  to  move  forward  to 
help  private  enterprise  implement 
development  projects  in  a  multitude 
of  industry  groups. 

James  Gilbert,  director  of  privati- 
zation services  at  Coopers  & 
Lybrand,  says,  "The  fact  that  a  num- 
ber of  toll  roads  have  been 
financed  lends  momentum  to  other 
projects  that  might  be  on  the  draw- 
ing boards,  and  this  is  encouraging." 


One  venture  that  has  recently 
been  given  the  Department  of 
Transportation's  green  light  for  a 
feasibility  study  is  the  VUE  2000 
project  in  Arizona,  for  which 
Coopers  &  Lybrand  is  acting  as 
financial  advisor.  The  venture  pro- 
poses to  construct  a  system  of  more 
than  230  miles  of  roadways  — 
1  60  miles  to  be  supported  by  toll 
revenues  —  surrounding  the  greater 
Phoenix,  Ariz.,  area. 

The  connective  $4  billion  tapes- 
try of  the  project  calls  for  local  and 
regional  private  sector  financing  — 
to  be  sought  among  utilities,  con- 
struction companies  and  develop- 
ers. If  all  goes  well,  the  accelerat- 
ed project  could  be  completed  with- 
in the  next  1  2  years. 

As  Gilbert  says,  "The  fiscal 
and  capital  constraints  that 
existed  last  year  are  now  only 
more  acute.    But  we  are  all  see- 
ing a  number  of  institutions, 
insurance  companies  and  other 
lenders  develop  groups  to  focus 
on  the  infrastructure  market. 
This  indicates  money  is  avail- 
able and  these  projects  can  be 
worked  out  between  govern- 
ment and  the  private  sector." 


GENERATING  PUBLIC 
AWARENESS 

The  CIT  Group,  with  more  the 
$  1  3  billion  in  total  assets,  is  c 
committed  to  a  wide  range  ol 
structure  development  prograr 
The  company,  through  such  fc 
operating  units  as  Capital  Fin 
Capital  Equipment  Financing 
Industrial  Financing,  specializ 
variety  of  infrastructure  activifii 
some  of  which  are  purposely 
designed  to  generate  public  c 
ness  of  the  scope  of  the  natio 
challenge  at  hand. 

For  example,  on  June  21,1 
the  CIT  Group/Industrial  Fina 
unit  named  Mayor  Maynard 
Jackson  the  recipient  of  its  eig 
annual  "Rebuilding  America" 
Award.  Says  President  and  C 
Robert  J.  Merritt  of  the  choice: 
"Mayor  Jackson  epitomizes  th 
rebuilding  effort  under  way  in 
U.S.  His  participation  in  this 
cause  can  only  work  to  heigh 
political  and  commercial  focu 
this  nation's  infrastructure." 

On  behalf  of  each  year's  c 
winners,  the  company  makes 
financial  contribution  to  The  Ri 


Our  ideas  are 
helping  power  an 
enemy  plant 


21  /Ti1< 
>.%o 


W/ra  Fa/cow  Seaboard 
Resources,  Inc.  needed  help 
financing  a  new  cogeneration 
plant  under  a  tight  credit 
environment,  we  provided  the 
financial  fuel  Our  Transportation 
and  Industrial  Funding  Business  custom-tailored  a  unique  package,  when  others 
could  not,  which  met  their  needs  and  enabled  the  project  to  go  forward  quickly. 

At  GE Capital,  were 24 diversified  businesses. 
And  right  now  one  of  them  has  the  specific 
industry  knowledge  it  takes  to  meet 
your  next  challenge.  If  youre 
looking  for  a  strong  financial 
partner,  call  1-800-243-2222. 
We'd  welcome  the  opportunity 
to  put  our  energy  to  work  for  you, 


GE  Capital 

Our  Business  Is  Helping  Yours 
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^  Rebuilding  "^J" 

f^PJCAS- 

"During  the  past  decade, 
every  major  industry  in  the 
United  States  has  undergone 
dramatic  structural  change. 
The  electric  industry  is 
embarking  on  the  same  path 
as  it  shifts  from  a  technology 
focus  to  a  customer  focus. 
Utilities  realize  that  the  suc- 
cessful ones  will  be  those 
best  able  to  respond  to  cus- 
tomers' needs. 

"Most  of  America's  utilities 
have  adequate  capacity  to 
meet  future  demand  into  the 
next  decade.  Our  challenge 
is  to  develop  the  internal 
systems  that  will  allow  our 
companies  to  quickly 
respond  to  customers  and  to 
think  strategically  and  com- 
petitively. 

"Philadelphia  Electric 
Company  is  committed  to  be 
successful  in  this  new  envi- 
ronment. We  are  putting  in 
place  an  organization  that 
can  be  responsive  to  our  cus- 
tomers, while  building  value 
for  our  shareholders/' 


hi  raif  St I R m f 1 


President  and  COO 
Philadelphia  Electric  Company 


Information  Program  (TRIP),  a 
Washington,  D.C.- based  nonprofit 
research  and  information  agency 
devoted  to  publicizing  the  need  for 
restoration  of  America's  decaying 
system  of  highways  and  bridges. 

ENCOURAGING  PRIVATE 
INVESTMENT 

As  governments  move  to  open  the 
doors  to  private  investment,  there  is 
a  logical  question:  Is  investment 
coming? 


Daniel  V.  Flanagan,  president  of 
The  Flanagan  Group  and  chairman 
of  the  Infrastructure  Investment 
Commission,  says,  "When  you  read 
articles  about  pension-fund  investors 
going  to  China  to  invest  in  its  infra- 
structure, you  really  have  to  scratch 
your  head  a  little.  Our  charge  is  to 
look  at  ways  to  bring  institutional 
investors  into  our  own  national 
stream  of  infrastructure  develop- 
ment." 

One  traditional  strategy  has  been 
to  call  for  more  federal  money  for 
grant  programs  and  greater  subsi- 
dies for  municipal  bonds.  But 
Flanagan  believes  that  to  keep 
shouting  for  more  federal  spending 
in  the  midst  of  an  ongoing  deficit 
debate  is  foolhardy.   At  the 
same  time,  he  isn't  recommend- 
ing that  anything  be  done  to 
change  the  governances  over- 
seeing pension  funds. 

"We're  not  suggesting  that  we 
'raid'  pension  funds,"  he  asserts. 
"Rather,  the  idea  is  to  open  up  a 
pension-fund  path  to  infrastructure 
development.  If  pension  funds 
choose  to  go  down  that  path,  they 
do  so  as  investment  professionals." 

The  real  trick,  according  to 
Flanagan,  is  finding  ways  to  maxi- 
mize the  dollar  and  then  leverage  it. 
He  notes  that  Congress  has  indicat- 
ed it  would  be  willing  to  fund  devel- 
opment at  the  rate  of  two  to  three 
cents  of  gasoline  tax  a  year. 
"Frankly,  he  says,  "I  think  a  penny 
would  do  it,  for  maybe  five  years. 
In  other  words,  we  could  keep  $  1  0 
billion  of  economic  activity  in  the 
pipeline  —  and  if  we  kept  that 
penny  a  year  rolling  over  for  five 
years,  we  could  leverage  up  to 
$100  billion  in  ongoing  projects. 

"In  many  respects,  I  think  'privati- 
zation' is  the  wrong  word.  What 
we're  really  looking  at  is  'public 
asset  management'  —  how  best  to 
manage  public  assets." 

Elizabeth  Bailey,  editor  of 
Infrastructure  Finance  magazine, 
says,  "We're  trying  to  focus  on  the 
following  dilemma:  If  the  govern- 
ment is  no  longer  able  to  raise 


taxes,  how  are  we  going  to  dev 
op  projects  that  need  to  be  built 
order  to  advance  our  national 
progress?" 

SPEARHEADING  HIGHWAY 
AND  ROAD  DEVELOPMENT 

The  development  of  America's 
roads  has  begun  to  take  a  front- 
burner  position  on  the  infrastructi 
"to-do"  list.  The  Eisenhower-era 
roadways  are  sorely  in  need  of 
repair  and  expansion.  Govern- 
ments all  agree  that  we  cannot  s 
tain  the  economic  rejuvenation  c 
this  nation  without  adequate  infrc 
structure  networks  to  move  good: 
and  people  to  market. 

One  of  the  projects  drawing  t 
most  attention  in  recent  months  is 
San  Joaquin  Hills  toll  road  in 
Orange  County,  Calif.,  which 
will  be  the  first  modern  income- 
producing  artery  in  the  state's  hi; 
ry.  Robert  S.  Cushman,  partner 
Pepper,  Hamilton  &  Scheetz,  a  Ic 
firm  that  specializes  in  the  infrast 
ture  area,  refers  to  the  project  as 
"the  largest  non-recourse  municir: 
funding  and  the  largest  zero- 
coupon-bond  transaction  ever." 

William  G.  Reinhardt,  publish 
of  Public  Works  Financing,  says, 
"The  successful  financing  of  this 
$  1 .4  billion  project  is  a  lesson  tc 
public  officials  on  how  to  broad< 
investment  in  transportation  infra- 
structure." 

One  of  the  prime  motivators  ir 
the  financing  of  San  Joaquin's 
development  has  been  the  CS  Fi 
Boston  Group.  In  March,  the  ca 
pany  underwrote  the  sale  of  $  1  . 
billion  in  tax-exempt  bonds  to  pa 
for  property  acquisitions  and  the 
design  and  building  of  the  14.5- 
mile  road,  which  is  scheduled  fo 
completion  in  1997.  The  princif 
and  interest  on  the  bonds  will  be 
generated  from  tolls.  Even  thoug 
some  of  the  bonds  won't  mature 
until  2033,  the  response  to  the 
offering  was  swift  and  positive;  v 
ally  every  one  of  the  bonds  was 
sold.  It  was  the  jump-start  the  tol 


Once  Again,  Kidder,  Pea  body 
Invests  Jjn  Futuees. 


[■■■■■■■iii  Rebuilding  America's  infrastructure  is  going  to  take  more  than  just  money.  It's  going  to  take 
J^lyi^l^l ^j^m     inspiration  and  experience.  Government  and  the  private  sector  must  think,  work,  and  act 

together  as  never  before.  That's  what  the  2nd  annual  Forbes  Rebuilding  America  Conference  is 
ibout.  Leaders  in  finance,  construction,  insurance,  government,  and  law  will  join  forces  to  address  the  challenges 
ng  our  country.  Kidder,  Peabody  is  proud  to  be  a  sponsor  of  this  conference.  After  all,  we've  spent  the  last  128  years 
)ing  our  clients  build  America's  future.  And  we  want  that  investment  to  pay  off.  I  ■  Kidder,Peabody 


«    KIDDER.    PEABODY    &    CO.    INCORPORATED.    FOUNDED    1865.    MEMBER    SIPC.    A    SUBSIDIARY    OF  GE 
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road  revolution  needed. 

Andrew  J.  MacMillan,  vice  presi- 
dent of  First  Boston's  public  finance 
department,  says,  "This  has  been  a 
lesson  in  creativity.  It  typifies  the 
lengths  to  which  many  states  and 
municipalities  will  now  go  to  gener- 
ate what,  in  effect,  is  off-balance- 
sheet  financing.  In  this  case,  the 
project  isn't  backed  by  the  credit  of 
the  state,  but  by  the  future  revenue 
expectations  from  tolls."  MacMillan 
reports  that  1  992  was  a  banner 
year  for  municipal  financing,  and 
1  993 's  figures  are  expected  to  rise 
30%. 

The  East  Coast  is  also  getting  a 
sample  of  the  spirit  of  public-private 
enterprise  in  Massachusetts.  Peter 
Zuk,  project  director  for  the 
Massachusetts  Department  of  Public 
Works,  is  intimately  involved  in  the 
Central  Artery  Tunnel  venture,  an 
interstate-highway  project  that  will 
reconstruct  Highway  93  —  the 


west-south  roadway  that  travels 
through  Boston  —  and  the  extension 
and  completion  of  Interstate  90, 
which  will  connect  the  existing 
Massachusetts  Turnpike  to  Logan 
International  Airport. 

Zuk  says  the  $6.4  billion  project 
is  noteworthy  in  the  history  of 
Massachusetts  by  virtue  of  the  fact 
that,  "It  is  being  conducted  by  a  pri- 
vatized management  apparatus. 


INTERNATIONAL  PROJECT  DEVELOPMENT 


As  America  works  to  rebuild  its  infrastructure,  the  international  community 
is  launching  similar  projects  to  upgrade  roads,  airports,  ports  and  bridges. 
Following  are  just  a  few  of  the  projects  scheduled: 

AUSTRALIA:  The  contract  for  a  new  1 5-mile  expressway  to  reduce  traf- 
fic congestion  in  Sydney  will  be  awarded  early  next  year. 

CANADA:  Construction  is  set  to  begin  on  the  country's  first  privately 
financed  sewage  treatment  facility,  located  20  miles  east  of  Ottawa. 

GREECE:  A  new  airport  is  planned  for  Athens,  at  a  projected  cost  of 
$1 .5  billion. 

HONG  KONG:  A  new  landfill,  with  the  capacity  to  receive  3,000  to 
5,000  tons  of  waste  a  day,  will  be  constructed  at  a  cost  of  $3.2  billion. 

PHILIPPINES:  A  new  light  rail  system  will  be  constructed  in  Manila, 
beginning  with  a  1 0-mile  route  to  be  completed  in  1 996. 

SCOTLAND:  Government  is  reviewing  plans  to  build  a  30-mile 
Edi  nburgh  to  England  highway. 

SPAIN:  $80  billion  will  be  spent  on  roads.,  airports,  ports  and  railroads 
within  the  next  1 5  years. 

TURKEY:  An  agreement  is  under  way  to  finance  construction  of  a  $1 .2 
billion  hydroelectric  plant. 

Source:  Public  Works  Financing,  1 993. 


Bechtel,  Parsons,  Brinckerhoff  h 
been  awarded  a  consultant  coi 
to  perform  preliminary  design,  i 
age  final  design  and  oversee  fi 
construction,  as  though  they  the 
selves  were  the  state  highway 
department.  This  is  unique." 

The  timeline  calls  for  project 
pletion  by  2004.  The  comple> 
this  venture  involves  more  than  j 
design  and  1  00  construction  c< 
tracts  collectively  hammering  oi 
details  of  what  will  be  a  massiv 
transportation,  environmental  at 
economic  development  project. 
Says  Zuk,  "Under  one  roof,  we 
have  consolidated  all  the  varioi 
environmental  permits  required, 
important  that  we  garner  the  let 
we've  learned  on  this  project  a 
do  everything  we  can  to  strearr 
the  approval  process,  so  that  p 
resources  aren't  spent  on  a  bur< 
cratic  approach  to  environment 
permitting,  but  rather  on  real  er 
ronmental  improvement." 

MEETING  THE 

AIR  TRAFFIC  DEMAND 

America's  airports  are  running  c 
space.  Of  the  25  busiest  airpc 
the  world,  1  6  are  in  the  U.S.,  s 
ing  almost  475  million  passenc 
each  year.  Not  only  are  our  ru 
ways  clogged,  but  terminals  ar< 
hopelessly  overburdened. 

To  the  delight  of  many,  this  l< 
year  has  seen  much  progress  in 
port  development.  New  facility 
Pittsburgh  and  Miami,  and  a  mi 
sive  project  under  way  in  Denv< 


As  America  considers  ihe  daunting  task  of 
rebuilding  iis  deteriorating  infrastructure,  the 
country's  bridges,  tunnels,  highways,  water  and 
sewage  systems  continue  to  deteriorate.  We  can 
risk  further  neglect,  or  we  can  begin  developing 
creative  solutions. 

Financial  Guaranty  Insurance  Company  is 
committed  to  being  part  of  those  solutions,  and 
has  been  a  key  player  in  infrastructure  finance  for 
almost  a  decade.  In  fact,  FGIC  has  insured  more 
than  $33  billion  in  infrastructure  bond  issues  and 
saved  municipalities  millions  in  borrowing  costs. 

America  at  the 
crossroads  of 

infrastructure 

finance. 


FGIC  has  been  recognized  lor  its  expert 
municipal  finance  credit  analysis,  an  appetite  for 
dealing  with  complex  and  unusual  transactions, 
and  a  wealth  of  experience  in  analy  zing  and 
insuring  thousands  of  infrastructure  financings. 
\ud  impressive  financial  strength,  superior  claims- 
paying  abilitv  unique  Aaa/AAA/AAA  ratings  and 
impressive  CF  Capital  parentage  guarantee  FGIC  s 
continued  leadership  role  in  public  finance. 

We  at  FGIC  can  and  want  to  be  a  valuable 
resource  for  advice  and  counsel  concerning  the 
public  policy  issues  associated  yviih  infrastructure 
finance.  For  more  information  about  how  we 
can  be  of  assistance  in  this  connection,  contact 
Dana  Cohoon.  FGK  s  Director  of  Public  Policy 
and  Governmental  Affairs  at  212-312-3423. 


FGIC. 

GECapital 
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1£  Rebuilding  "wT 

"If  the  resurgence  of  the 
American  automobile  indus- 
try teaches  us  nothing  else, 
it  instructs  us  on  the  value  of 
long-term  capital  investment 
and  state-of-the-art  tech- 
nologies. Just  as  forty-year- 
old  plants  had  difficulty 
keeping  up  with  new  facto- 
ries overseas,  America's 
aging  public  infrastructure 
must  be  revitalized  if  the 
nation  is  to  continue  in  its 
position  as  a  global  econom- 
ic leader. 

"The  realities  of  electoral 
politics  in  the  U.S.  force  the 
maintenance  of  public  infra- 
structure to  the  bottom  of 
the  list  of  government  priori- 
ties. The  private  sector  has 
a  far  better  track  record  in 
maintaining  its  productive 
assets.  Therefore,  the  intro- 
duction of  private-sector 
partners  should  result  in  our 
public  infrastructure  receiv- 
ing more  of  the  attention  it 
needs/' 


Director 

Privatization  Services  Group 
Coopers  &  Lybrand 


with  others  to  come  —  offer  proof 
that  public-private  partnerships  can 
succeed  in  rebuilding  our  nation's 
air  transport  system. 

David  Tortorello,  a  partner  at 
Peterson  Consulting  Limited  Partners 
in  New  York,  says,  "From  a  build- 
ing and  construction  standpoint,  the 
money  that's  being  spent  at  this 
point  is  nothing  less  than  amazing. 
All  major  cities  are  expanding  or 
building  new  airports.  Airport 
development  is  a  very  hot  topic." 


There's  a  hitch,  however.  Due 
to  a  shuddering  airline  economy 
that  has  weakened  many  of  our 
domestic  carriers,  the  revenues 
they  produce  are  barely  enough  to 
cover  their  own  operating  costs, 
let  alone  provide  the  massive  infu- 
sions of  capital  needed  to  fund 
new  facilities. 

"It's  very  important  that  the  pub- 
lic and  private  sectors  find  new 
ways  for  these  projects  to  work," 
Tortorello  explains.  "From  the  public 


looking  at  other  new  ideas  as  w( 

INCREASING  THE  CAPACj 
FOR  RAIL  TRANSPORT 

In  the  1940s,  railroads  hauled 
almost  65%  of  this  country's  fre 
Today,  they  haul  less  than  38/ 
the  same  time,  the  number  of  n 
U.S.  passengers  now  travel  by 
ranks  only  2  1  st  among  the  23 
industrialized  nations.  Our  vel 
are  outmoded,  our  switching  e 


standpoint,  communities  are  looking 
for  a  good  facility  to  draw  people 
to  their  region.  But,  from  the  airline 
industry's  perspective,  the  carriers 
have  to  be  profitable.  Both  parties 
need  to  understand  and  identify  the 
costs  involved  and  how  the  rev- 
enues will  be  generated.  The  air- 
lines can't  absorb  the  construction 
overruns  the  way  they've  done  in 
the  past." 

One  bright  spot  in  airport  devel- 
opment is  what  appears  to  be  a 
trend  in  the  construction  of  revenue- 
generating  shopping  malls.  In 
Pittsburgh,  for  example,  concession- 
aires have  agreements  not  to 
exceed  the  pricing  they  have  estab- 
lished in  downtown  areas.  "A  lot  of 
people  come  out  to  the  airport  just 
to  do  some  shopping,"  says 
Tortorello.  "This  brings  in  additional 
revenue  to  the  airports.  We  should  be 


ment  outdated  and  our  tracks  c 
roadbeds  in  disrepair. 

Raytheon  Urban  Services 
Corporation,  which  is  heavily 
involved  in  airport  planning  an 
design,  is  also  a  leader  in  rail 
portation/facilities  design  and 
electrification  and  vehicle  end 
market.  Sensing  a  growing  ne 
Raytheon  has  brought  together 
group  of  skills  that  the  compan 
ly  believes  will  drive  a  new  inc 
—  the  reclamation  of  our  railrc 

At  the  same  time,  an  increa: 
need  to  repair  vast  areas  of  ra 
nections  and  track  facilities  hai 
brought  such  smaller  companie 
Woodward-Clyde  Consultants 
BRW  Inc.,  both  of  Denver,  Co 
into  the  rail  restructuring  market 
place.  For  more  than  five  yeai 
these  companies  have  been 
engaged  in  a  singular  project  j 


MOVE  TO  A  GROWING  NEIGHBORHOOD. 

'Nobody  planned  Medical  Mile,  a  stretch  of  U.S.  Route  202  west  of  Philadelphia  that's  home  to  30 
)tech  and  medical  startups.  But  all  the  ingredients  were  there.  Take  a  major  concentration  of  big  drug 
mpanies  looking  for  fresh  ideas.  And  a  couple  of  universities  and  research  institutions.  Offer  a  high 
ality  of  life.  Make  startup  capital  available.  And  presto! —  you  attract  the  best  and  brightest." 
usiness  Week,  Oct  19,  1992 

For  more  information  on  Greater  Philadelphia's  nearly  100  biotechnology 
ms,its  dozen  major  pharmaceuticals,  600  industrial  and  academic  research  labs, 
<  medical  schools  and  24  teaching  hospitals,  call  1-800-626-4338  or  write 
:CO  Energy  Economic  Development,  2301  Market  St.  Philadelphia,  PA  19101 . 

MOVE  TO  SOUTHEASTERN  PENNSYLVANIA. 
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replace  viaducts  and  rebuild  an 
underpass  that  would  align  railpass- 
es  in  the  city. 

The  complicated  Denver  pro- 
ject, which  includes  sidewalks 
and  pedestrian  overcrossings,  as 
well  as  an  intricate  underpass 
through  existing  groundwater, 
was  completed  last  October.   It  is 
only  one  example  of  the  massive 
rail  ventures  under  way  in  the 
country. 


ENCOURAGING  WATER 
PROJECT  DEVELOPMENT 

From  Milwaukee  to  New  York  to 
San  Francisco,  major  cities  are  fight- 
ing an  ongoing  battle  to  remove 
wastes  and  keep  their  water  pure. 

George  W.  Johnstone,  president 
and  chief  executive  officer  of 
American  Water  Works  Co.  Inc., 
says,  "Government-owned  facilities 
are  on  the  verge  of  turning  to  the 


private  sector  for  the  developme 
of  large-scale  treatment  projects 
There  is  a  need  for  large  water-i 
ty  operations  to  deal  with  the  fa 
that  there  are  a  lot  of  large  city 
terns  that  have  to  expand  existin 
treatment  works  or  build  treatme 
works  where  none  exist. 

"If  you  turn  to  the  private  sect 
you  have  companies  like  ours 
whose  business  is  investing  in  o' 
ership  of  water  utilities.  We  se< 


"Rebuilding 

^AMERICA'S 


"General  Electric  and  its  financial  services  sub- 
sidiary, GE  Capital,  are  keenly  aware  of  the 
role  that  public-private  partnerships  must  play 
to  rejuvenate  this  nation's  infrastructure.  That's 
because  many  of  our  businesses  are  heavily 
involved  in  projects  that  will  make  our  nation 
stronger  and  more  globally  competitive. 

"GE  Industrial  &  Power  Systems,  for  exam- 
ple, is  the  leading  provider  of  advanced  power 
systems  technology  in  the  world.  Our  energy 
specialists  are  working  closely  with  state  and 
municipal  officials  across  the  United  States  to 
develop  efficient,  cost-effective  energy  systems 
to  support  our  country's  needs. 

"At  GE  Capital,  we  provide  financial  services 
to  large  segments  of  the  capital  markets  com- 
munity and  significant  value-added  benefits  to 
our  customers.  Seven  of  our  24  businesses 
serve  the  needs  of  expanding  infrastructure 
demands. 

"Our  Transportation  and  Industrial  Funding 
Business  is  a  world  leader  in  providing  finan- 
cial solutions  for  major  projects  and  capital 
expenditures,  such  as  energy  project  finance. 
For  example,  in  the  midst  of  a  tight  credit  mar- 
ket, we  recently  underwrote  a  $400  million 
financing  fc,     fas-fired  cogeneration  project 
in  upstate  New  York.  We  also  provided  financ- 
ing for  the  cc        tion  of  the  twenty-mile  gas 
pipeline  that  w       pply  fuel  to  the  plant. 


"Kidder,  Peabody,  a  leader  in  underwriting 
municipal  bonds,  ensures  that  state  and  loca 
governments  have  access  to  the  private  capit 
essential  to  undertake  infrastructure  projects 
In  1993  to  date,  Kidder,  Peabody  has  man- 
aged in  excess  of  $30  billion  in  municipal 
financings. 

"Our  Financial  Guaranty  Insurance  Compa 
extends  the  benefits  of  bond  insurance  to  pul 
lie  entities.  At  a  time  when  our  national,  stat 
and  local  governments  strive  to  address  cont 
uing  financial  pressures,  FGIC  allows  issuers 
reduce  costs,  stretch  limited  resources  and  gc 
wider  market  access.  In  1 992,  we  wrote  ins 
ance  for  nearly  600  state  and  local  issues  wi 
a  total  par  value  of  more  than  $21  billion. 

"Other  GE  Capital  Businesses  ranging  fron 
Railcar  Services  to  Commercial  Equipment 
Finance  are  active  in  a  wide  array  of  infra- 
structure activities  across  the  United  States, 
providing  innovative  financial  solutions  and 
industry-specific  expertise. 

"We  are  proud  of  our  achievements,  but 
much  more  remains  to  be  done.  We  need  th< 
commitment  of  governments  and  private  ent< 
prise  to  engage  in  true  partnerships.  Togetht 
we  can  successfully  rebuild  America." 

GARYC.WENDT 
President  and  CEO 
GE  Capital  Services 


The  Capital  Of 
The  WorM  Is  In  24 
Different  Places. 

Every  one  of  those  places  has  one  thing  in  services.  Were  24  diversified  businesses.  And  right 

imon.  An  uncommon  attitude  you  11  find  every-  now  one  of  them  has  the  specific  industry  knowledge 

ere  opportunity  exists  and  human  potential  is  it  takes  to  meet  your  next  challenge, 
lined.  Wherever  a  creative  entrepreneurial  spirit  is         If  you're  looking  for  a  strong  financial  partner, 

ve,  seeking  innovative  solutions  to  financial  we'd  welcome  the  opportunity  to  put  the  capital  of 

Uems.  And  everywhere  around  the  world  where  the  world  to  work  for  you. 
'  Capital  is  helping  businesses  grow. 

Today  were  more  than  a  leader  in  financial  GE  Capital 


Our  Business  Is  Helping  Yours. 
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"The  condition  of  our  roads,  bridges  and  tunnels  is  a  vital  con- 
cern to  all  of  us  —  as  business  people,  consumers  and  individ- 
uals. The  government-business  partnership  that  spearheads 
this  reconstruction  effort  requires  our  continued  and  collective 
support. 

"Infrastructure  issues  are  not  simply  business  issues  —  they 
affect  everyone.  According  to  some  authorities,  bouncing  over 
rough  and  broken  pavement  is  costing  this  nation's  drivers 
more  than  $17  billion  in  added  annual  vehicle  operating  costs. 
Estimates  for  repairing  America's  infrastructure  are  greater 
than  $1  trillion. 

"Fortunately,  this  issue  has  captured  the  attention  of 
Congress  and  the  media.  Public  awareness  is  on  the  rise.  But, 
in  spite  of  the  outcry,  our  roads,  bridges,  dams,  water  systems 
and  other  public  facilities  continue  to  crumble.  America  is 
experiencing  a  tremendous  problem,  and  neither  business  nor 
the  government  can  work  independently  of  each  other  to  alle- 
viate it.  We  need  to  bring  a  greater  level  of  attention  to  this 
most  serious  problem. 

"From  our  company's  national  advertising  program  — 
which  highlights  the  infrastructure  needs  of  our  country  —  to 
our  Rebuilding  America  Award  —  which,  in  its  sixth  year,  has 
honored  more  than  30  Americans  who  have  positively  influ- 
enced infrastructure-related  legislation  —  to  our  sponsorship 
of  the  upcoming  transportation-related  PBS  series,  'Coming  & 
Going/  the  CIT  Group  has  a  long-standing  commitment  to  this 
all-encompassing  issue." 


The  CIT  Group  Inc. 


ourselves  as  an  equity  investor  and 
long-term  owner.  The  critical  thing 
is  that  we  all  need  to  have  public 
confidence  in  our  drinking  water. 
We've  always  enjoyed  that  in  this 
nation  and  we  want  it  to  continue." 

PROVIDING  ENERGY 
SOLUTIONS 

Electrical  infrastructure  improvements 
start  with  clean,  efficient  and  reli- 
able power-generation  plants,  facili- 
tated by  flexible  power  delivery  sys- 
tems and  enhanced  by  low-loss 
transformers.  One  company  de- 


monstrating such  technology  superi- 
ority is  GE  Industrial  &  Power 
Systems  —  the  company's  "F"  series 
gas  turbines  lead  the  world  in  output 
and  efficiency. 

William  G.  Wert,  vice  president 
and  regional  executive  of  GE 
Industrial  &  Power  Systems-America, 
cites  one  example  of  this  type  of 
application,  Virginia  Power 
Company's  Chesterfield  Station 
project,  which,  in  1  990,  converted 
a  1  30-megawatt  conventional  oil- 
fired  power  unit  to  a  450- 
megawatt,  gas-fired  combined- 
cycle  plant.  As  Wert  points  out,  "In 


the  new  configuration,  output  ti 
without  any  change  in  plant  si2 

In  addition  to  the  repowerini 
project  in  Virginia,  the  compan 
involved  in  Florida  Power  &  Lig 
832-megawatt  Martin  Station, 
which  will  be  fully  operational 
early  1  994.  Says  Wert,  "It  will  t 
most  efficient  power  plant  in  Flori 

A  key  independent  project  f< 
GE  is  the  Sithe  Energy  Indepen 
dence  Plant  in  Oswego,  N.Y. 
1 ,000  megawatts,  this  is  the  Ic 
cogeneration  project  in  the  nat 
GE  is  providing  four  advanced 
nology  gas  turbines  and  genen 
two  steam  turbines,  heat  recov< 
boilers  and  the  plant's  distribute 
control  systems.  Completion  is 
expected  in  1  995. 

DEVELOPING  PUBLIC 
REAL  ESTATE 

The  construction  of  public  build 
has  become  one  of  the  most  cc 
plex  venues  in  the  infrastructure 
lenge.  One  can  see  at  a  g\an 
that  the  development  of  non-re\ 
enue-generating  public  buildinc 
which  must  be  supported  by  g* 
taxes,  can  come  under  intense 
financial  scrutiny. 

One  company  that  is  succe< 
with  these  endeavors  is  BPT 
Properties,  L.P.,  whose  parent 
pany,  Bechtel  Corporation,  is  i 
cated  to  the  public-private  part 
ship  concept.  BPT  is  in  the  thr< 
of  an  assignment  granted  by  a 
committee  of  representatives  ol 
New  York  City  and  the  federa 
ernment  to  design  and  build  th 
nation's  largest  courthouse.  TF 
27-story,  $250  million  project 
.be  located  at  Foley  Square  in 
lower  Manhattan.  When  com 
ed,  it  will  contain  43  courtroor 
and  42  new  chambers. 
Construction,  begun  in  1992, 
be  finished  in  1  994. 

Thomas  J.  Regan  Jr.,  preside 
and  chief  executive  officer  of  B 
says  the  company  won  the  con 
tion  to  design  and  build  the  coi 
house  several  years  ago.  It  is 


Coopers  &  Lybrand. 


Valuable  in  the 


BOARDROOM. 


Invaluable  in  the 


TRENCHES. 


This  business  day,  Coopers  &  Lybrand 
I  work  with  over  400  companies  in 
?  Fortune  1000.  And  with  more  top  100 
^national  companies  than  any  other 
Sessional  services  firm.  The  reason  is, 


Coopers 
&Lybrand 


we  serve  top-level  executives  by  making  it 
our  business  to  know  their  companies  and 
their  industries  like  nobody  else.  But  that's 
what  it  takes  if  you  want  to  win  in  the 
trenches.  Not  to  mention  the  boardroom. 


Not  just  knowledge.  Know  how^ 


Over  time,  there's 
just  one  answer. 


The  future  is  a  moving  target -often  clouded  by  uncertainty 
and  risk. 

Around  the  world,  electrical  energy  is  powering  emerging 
and  developed  economies  alike -continually  increasing  demand. 

This  demand  requires  both  modernizing  and  expanding 
today's  power  systems.  It  calls  for  new,  more  advanced 
technology-  that  can  deliver  low-cost,  reliable  electricity  while 
meeting  ever  higher  environmental  standards. 

The  challenges  are  complex  and  long  term.  But  one 
company  is  uniquely  positioned  to  help  you  meet  them. 

One  company -whose  advanced  power  systems  technology 
outperforms  all  others:  from  fossil,  nuclear,  and  hydro  genera- 
tion, to  air  quality  control,  to  transmission  and  distribution. 

One  company -with  four  times  the  experience  of  any  other 
supplier -and,  the  depth  to  provide  total  solutions  -  from 
project  feasibility,  to  extended  scope,  to  project  financing. 

One  company,  unmatched  for  complete  life  cy  cle  support - 
from  advanced  planning,  to  parts  and  upgrades,  to  operation 
and  maintenance  services. 

And  finally,  one  company  with  both  the  commitment  to 
technology  leadership  and  the  R&D  resources  to  back  it  up. 

In  a  world  of  uncertainties,  there  is  one  choice  you  can 
count  on. 

That  choice  is  GE. 


GE  Industrial  &  Power  Systems 


General  tlectric  Company 
Bldg.  2-103,  One  River  Road 
Schenectady,  NY  12345 
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jired  to  deliver  a  turnkey  project 
fixed  time  frame,  and  for  a 
d  price.  Regan  says,  "Nat- 
ly,  the  turnkey  idea  is  to  avoid 
■  overruns  —  a  chronic  situation 
plagues  governments  at  all  lev- 
We're  fortunate  to  have  a  sur- 
ingly  harmonious  relationship 
i  our  client  on  this  venture.  The 
;on,  I'm  certain,  is  that  the  build- 
is  proceeding  right  on  schedule 
right  on  budget." 

URING  PROJECT 
VELOPMENT 

?velopers  fall  behind  on  sched- 
or  costs  begin  to  soar,  even  the 
I  carefully  thought-out  projects 
:kly  assume  the  burden  of  risk, 
challenge  of  risk  sharing  is  of 
siderable  interest  to  Ian  W. 
ves,  chairman  of  High-Point,  the 
don-based  international  manage- 
it  consultant  company  with  oper- 
g  groups  and  offices  throughout 
world.  Reeves  says,  "Due  to 
tical,  public  and  financial  pres- 
I  there  is  a  trend  to  shift  all  risk 

single  entity,  such  as  a 
ign/build  contractor  or  priva- 
d  facility  contractor.  Consortiums 

bid  on  such  projects  must  then 
'e  the  risk  among  themselves." 
Bene  Bennett,  president  and 
:f  executive  officer  of  High-Point 
srica,  believes  that  the  chal- 
je  today  is  to  identify  and  quan- 
fhe  value  of  risk  and  then  — 


with  some  rational  basis  —  decide 
whether  to  go  forward  or  not.  He 
says,  "Through  the  use  of  privatized 
projects  and  design-build  contracts, 
the  private  sector  is  taking  on  risk 
—  or  sharing  in  risk  —  that  previ- 
ously was  the  exclusive  responsibili- 
ty of  the  public  sector."  Bennett  sees 
that  understanding  these  risks  and 
developing  plans  to  manage,  allo- 
cate or  insure  against  them  are  new 
to  many.  "Sorting  out  risk  sharing 
within  a  consortium  is  a  vital  com- 
ponent of  any  venture."  He  points 
to  the  construction  of  Highway 
407,  north  of  Toronto,  expected  to 
open  in  1  996,  as  an  example  of 
such  a  partnership. 

Gary  Giulietti,  vice  chairman  of 
Willis  Corroon,  agrees  on  the 
necessity  of  sharing  risk  in  large 
projects.  He  says,  "Insurance  is  a 
substantial  cost  of  major  heavy 
engineering  projects  —  probably 
equal  to  5%  of  the  entire  construc- 
tion expense." 

The  Boston  Artery  Tunnel  is  one 
project  for  which  Willis  Corroon  is 
providing  bonds  and  some  of  the 
insurance  for  contractors  working 
on  the  effort.  "We  furnish  a  bond 
to  the  owner  on  behalf  of  the  con- 
tractor to  guarantee  the  contractor's 
performance,"  says  Giulietti,  "and 
we  guarantee  that  all  bills  will  be 
paid."  The  company  is  also  provid- 
ing bonds  and  insurance  for  the 
Deer  Island  water-treatment  project 
to  clean  up  Boston  Harbor.  The 


effort  may  ultimately  cost  $2  billion. 

Giulietti  notes,  "Even  though  the 
insurance  industry  has  maintained 
its  basic  products  over  the  years, 
there  are  new  and  alternative  ways 
of  financing  insurance  on  the  hori- 
zon that  haven't  been  available 
before  —  and  that  bodes  well  for 
the  entire  infrastructure  development 
process." 

MAXIMIZING  PROGRAMS 
FOR  RENEWAL 

The  lessons  we  are  all  learning 
about  the  renewal  and  growth  of 
our  infrastructure  boil  down  to  this: 
Neither  the  private  sector  nor  the 
public  sector  can  go  it  alone  —  we 
are  all  involved  in  the  challenge. 

The  forging  of  public-private  part- 
nerships is  essential  to  revitalize  our 
services  and  provide  new  infrastruc- 
ture capacities  for  progress. 
Questions  of  finance,  risk,  project 
design  and  completion  —  as  well 
as  issues  about  the  environment  — 
make  it  impossible  for  any  one  sec- 
tor to  succeed  without  the  other. 

This  is  our  national  challenge, 
and  how  we  work  together  in  part- 
nerships to  implement  new  programs 
will,  in  great  measure,  determine 
how  we  succeed  as  a  nation.  ■ 

Author  Roger  Ahrens  has  written  on  a 
wi<le  variety  of  business-related  topics 
for  such  publications  as  Time,  Inc., 
Financial  World,  The  Wall  Street 
Journal,  Management  Review  and 
Small  Business  Reports. 


GE  Capital  and  Forbes  magazine  I 
present  the  2nd  annual  


^SRebuildinifBn 

4MERIQV 

THE  PLAZA  HOTEL.  NEW  YORK  CITY,  JANUARY  19-21,  1994 

A  high-profile  conference  bringing  together  business,  government  and 
investment  leaders  to  address  the  opportunities  in  infrastructure 
development  and  renewal. 

Presented  In  Association  With 

GE  Capital:  GE  Capital  Transportation  & 
Industrial  Funding  •  Financial  Guaranty 
Insurance  Company  •  Kidder,  Peabody  and  GE 
Industrial  &  Power  Systems 
AND: 

American  International  Group  Inc. 

•  American  Water  Works  Service  Co.  Inc. 

•  Bechtel  Enterprises,  Inc.  •  The  CIT  Group 

•  Coopers  &  Lybrand  •  CS  First  Boston  • 
High-Point  •  King  &  Spalding  •  Pepper, 
Hamilton  &  Scheetz  •  Peterson  Consulting 
Limited  Partnership  •  Philadelphia  Electric 
Company/PECO  Energy  Company  •  Raytheon 
Engineers  &  Constructors  International 

•  Thelen,  Marrin,  Johnson  &  Bridges  •  United 
Infrastructure  Company  •  Willis  Corroon 

Created  In  Partnership  With  The 

National  Association  of  State  Development 
Agencies  •  Rebuild  America  Coalition  •  National 
League  of  Cities  •  U.S.  Conference  of  Mayors 


Key  Speakers  Include: 

John  D.  Carter,  President,  Bechtel  Enterprises,  Inc.  •  Robert  F. 
Cushman,  Partner,  Pepper,  Hamilton  &  Scheetz  •  Mortimer  Downey, 
Deputy  Secretary,  Department  of  Transportation  •  John  M.  Hennessy, 
Chairman,  CS  First  Boston  •  The  Honorable  James  B.  Hunt,  Jr., 
Governor,  North  Carolina,  Chairman,  North  Carolina  Global  Transpark 
•  The  Honorable  Maynard  Jackson,  Mayor  of  Atlanta,  Chairman,  The 
Rebuild  America  Coalition  •  The  Honorable  Richard  J.  Riordan,  Mayor, 
City  of  Los  Angeles  •  Peter  Stangl,  Chief  Executive,  Metropolitan 
Transportation  Authority  of  the  State  of  New  York  •  Donald  J.  Trump. 
President,  The  Trump  Organization  •  Gary  C.  Wendt,  President  and 
Chief  Executive  Officer,  GE  Capital 


Please  Send  Information  On:  □  attending  the  conference 

]  participating  as  a  sponsoring  company/organization 
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Company 
Address  _ 
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State 


-Zip. 


Phone 


Fax 


Mail  To: 

CMC/Rebuilding  America 
200  Connecticut  Avenue 
Norwalk,  CT  06856-4990 

Fax:  (203)  857-1075 
Phone:  (203)852-0500 


FLORIDA 


NEW  JERSEY 


Find  your  place  in  the  sun 
with  Florida  Power. 

>rida  Power  Corporation's  area  of  service  spans  32  counties 
west,  central  and  northern  Florida.  The  region  features  both 
ban  and  rural  sites  and  lifestyles;  an  excellent  transportation 
twork  including  interstate  highways,  international  airports 
d  deepwater  seaports;  and  an  abundance  of  skilled  labor 
ailable  at  rates  below  the  national  average.  Our  commercial 
d  industrial  electric  rates  are  currently  among  the  lowest  in 
ninsular  Florida  with  savings  of  as  much  as  50%  when 
mpared  to  rates  in  many  of  the  nation's  other  major 
?tropolitan  areas.  For  over  forty  years,  Florida  Power's 
onomic  Development  Department  has  been  confidentially 
sisting  firms  in  finding  the  best  locations  for  their  business 
Florida.  Put  our  professional  staff  to  work  for  you. 


CORPORATION 


Florida  Power  Corporation  Economic  Development  Department 
3201  34th  Street  S.  St.  Petersburg,  FL  33711  (813)  866-5866 


NEW  YORK 


We're  Making 
It  Our  Business 
» Help  Your  Business 
Do  Business. 


Ion  Edison  wants  businesses  to  succeed  in  New  York  City 
Westchester  County.  That's  why  we  pay  rebates  to  businesses  that 
:  in  energy-efficient  lighting,  equipment  and  electric  motors. 
Ne  offer  reduced  rates  to  businesses  that  start  or  expand  in  many 
move  into  vacant  buildings  or  build  new  ones.  We  also  offer 
i.  We'll  help  cut  red  tape,  find  space,  advise  on  renovation, 
ruction  and  more. 

Ne  can  even  acquaint  your  business  with  state  and  local 
ance  programs. 

Call  us  at  212-460-4000  or  write 
Con  Edison  Economic  Development, 
PO.  Box  900,  New  York,  N  Y  10003. 
ISOfl  And  we'll  help  get  your  business  going. 


'TO  DE  COMPETITIVE  IN  THE  90s,  YOU 
NEED  POWERFUL  THINKING  FROM  THE 
RIGHT  BUSINESS  PARTNER/' 

Dennis  Baldosson,  President 
Jersey  Central  Power  &  Light 

Thousands  of  New  Jersey  firms  depend  on  Jersey  Central 
Power  &  Light  Company.  JCP&L  is  more  than  an  electric  company. 
We're  your  business  partner.. .a  valuable  resource  that  helps  you 
handle  complex  business  issues  and  decisions.  And  it  doesn't  cost 
a  thing. 

Our  Energy  Experts  will  guide  you  on  energy  management 
and  the  latest  electrotechnology  applications  to  control  costs.  Our 
special  economic  development  incentive  rates  encourage  your 
company  to  thrive  in  New  Jersey.  Business  Development 
Professionals  will  locate  prime  properties  from  the  rolling  hills  along 
the  Delaware  River  to  the  sandy  beaches  of  the  Jersey  shore. 

At  JCP&L,  we're  committed  to  putting  our  expertise  to  work  for 
you.  Our  motivation  is  straightforward:  every  business  we 
strengthen,  and  every  job  we  create  or  keep  in  New  Jersey,  makes 
the  Garden  State  an  even  better  place  to  work... and  to  live. 


PmverpktsComparty 

For  a  Business  Partnership  Kir  or  for  more  information 
call  the  Powerplus  Team  at  1-000-770-7071. 


RHODE  ISLAND 


RHODE  ISLAND. 
INNOVATIVE  INITIATIVES 
TO  HELP  BUSINESSES 
PROSPER. 

Call  today  to  learn  how 
Rhode  Island's  aggressive 
legislation  and  policies  can 
advance  your  company  to  the 
next  level.  We  have,  in  the 
past  three  years: 

•  Reformed  our  workers' 
c  o  in  p  e  n  s  a  t  i  o  n  s  y  s  t  e  111 . 
saving  $160  million  for 
Rhode  Island  employers 

•  Reduced  state  corporate 
income  tax  1 1% 

•  Doubled  the  investment  tax 
credit  from  2%  to  4% 

•  Established  Enterprise 
Zones,  entitling  qualified 
firms  to  special  tax  credits, 
permitting  assistance. 

•  Passed  a  law  exempting  employees  of  qualified  publicly  held 
firms  from  paying  personal  income  tax  on  sale  of  company 
stock 

For  free  information,  call  Joseph  R.  i'aolim..  Jr..  Director, 
Rhode  Island  Department  of  Economic  Development. 
101-277-2601. 


-      ■  •  * 
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RHOOf  ISLAND 

financing,  job  training  and 


Why  is  it  that  airlines  and  hotels  periodically  get  killed 
by  bouts  of  overcapacity,  while  Carnival  Corp.  seems 
to  have  no  problem  filling  up  its  staterooms? 

Floating 
pleasure  palaces 


By  Suzanne  Oliver 

The  conga  line  of  200  guests  laced 
through  the  FiestaMarina\  seaborne 
dining  room,  the  mostly  Mexican  and 
South  American  travel  agents  step- 
ping and  swaying  to  the  beat  of  the 
Latin  music.  After  dinner  and  the 
Brazilian  revue,  the  happy  guests 
moved  to  the  lido  deck,  where  they 
danced  and  snacked  on  Spanish  tapas 
until  2:30  a.m. 

At  7  a.m.  the  dining  room  was 
almost  empty,  the  guests  still  sleeping 
soundly.  Micky  Arison,  chairman  of 
Carnival  Corp.,  was  awake  and  eating 
a  quiet  breakfast  on  Carnival's  newly 


launched  FiestaMarina.  He  knev 
had  made  converts  of  the  travel  ag 
he  entertained  the  night  before. 

Obviously,  Arison  knows  a  thin 
two  about  marketing.  The  Fiesta 
rina  is  a  37-year-old  ship  that  C« 
val  recently  overhauled  as  part  c 
skillful  market  segmentation  in 
cruise  business.  Only  Spanish 
Portuguese  are  spoken  on  this  s 
where  the  food,  music  and  entert 
ment  cater  to  Latin  American  tasi 

There  are  four  other  brands  in 
Carnival  Corp.  flotilla,  each  servin 
own  market  segment.  It's  the  Ger 
Motors  school  of  marketing:  a 
and  an  itinerary  for  each  budget. 

All  told,  Arison's  compar 
founded  by  and  still  largely  ownei 
his  father,  Ted  Arison — hauls  in  J 
billion  a  year  in  revenue.  Better  y< 
never  misses  making  a  profit.  Re 
on  equity  has  averaged  22%  over 
past  five  years.  In  the  first  nine  mo: 
of  Carnival's  1993  fiscal  year  (en 
Nov.  30),  net  income  climbed  15" 
$268  million,  on  a  6%  rise  in  reven 

Most  impressive  when  you  fij 
this  is  a  capital-intensive  business 
hotels  and  airlines,  where  fixed  c 
are  high  and  you  expect  periodic  p 
wars  to  fill  empty  spaces. 

A  few  years  ago  this  magazine 


Congestion  in  major  cities 
makes  getting  around  a  daily 
challenge.  AEG  Transportation 
Systems  not  only  gets  people 
where  they're  going  quickly,  but 
in  safety  and  comfort  as  well. 
A  three-car  train  of  sleek,  quiet 
C-200  vehicles  carries  more 
people  than  a  747  and  at 
speeds  up  to  55  MPH.  They're 
just  one  part  of  AEG's  turnkey 
C-200  Advanced  Automated 
Transit  System-everything 
from  automatic  train  control  to 
guideways  that  go  on,  over  or 
under  the  ground.  The  world's 
first  advanced,  automated 
transit  system,  the  C-200  even 
operates  without  a  driver.  After 
all,  it  doesn't  have  to  dodge 
the  traffic. 

AEG  Corporation  is  headquarter- 
ed in  New  Jersey  and  operates 
in  three  fields  of  activity: 

Automation 
■ 

Transportation 
■ 

Microelectronics 

AEG 

Member  of  the  Daimler-Benz  Group 


Carnival  Chairman  Micky  Arison  (second  from  left);  President 
Robert  Dickinson  (far  right)  at  naming  of  FiestaMarina 
The  General  Motors  school  of  marketing. 


dieted  rough  seas  ahead  for  the  cruise 
industry  because  capacity  was  coming 
on  faster  than  passengers  were  (Dec. 
10,  1990).  Sure  enough,  in  1991  a 
price  war  did  break  out  in  the  cruise 
business.  Almost  two-thirds  of  cruise 
tickets  sold  that  year  were  at  discounts 
of  up  to  50%,  according  to  Raymond 
James  analyst  Janice  Farmer.  But  Car- 
nival came  through  virtually  un- 
scathed. It  filled  its  cabins  and  kept 
operating  income  rising. 

About  the  only  time  Carnival 
flopped  was  when  it  tried  adapting  its 
formula  for  dry  land.  In  1991  the 
company  took  a  $135  million  loss  on 
its  Crystal  Palace  hotel  and  casino  in 
Nassau,  the  Bahamas.  In  October  of 
this  year  Arison  agreed  to  sell  81%  of 
the  property. 

Here's  the  difference  between  Car- 
nival and  the  superficially  similar  air- 
line and  hotel  industries:  These  indus- 
tries move  people  or  house  them. 
Carnival  entertains  them.  Entertain- 
ment is  not  a  commodity.  FiestaMa- 
rina is  no  substitute  for  a  ship  on 
Carnival's  more  expensive  Seabourn 
line,  nor  is  either  the  same  as  a  ship  on 
a  rival  cruise  line.  The}'  each  have  their 
own  identities,  clientele,  menus  and 
diversions.  Cruising  on  a  Carnival 
ship  in  the  Caribbean  isn't  a  trip,  it's 
a — well,  a  carnival,  with  trivia  quizzes, 
aerobics  classes  and  lip-svnehing  con- 
tests. For  the  older  travelers  on  Carni- 
val's six-ship  Holland  America  line 


cruising  Alaska,  whales,  glaciers  and 
icebergs  are  the  entertainment. 

Vacationers  love  cruises  because 
they  cost  a  third  less  than  an  equiva- 
lent vacation  at  a  resort  on  land  and 
because  one  bill  covers  almost  every- 
thing. The  industry  keeps  its  costs 
down  by  maintaining  very  high  occu- 
pancy rates  most  of  the  time  and  by 
avoiding  the  usual  burden  of  corpo- 
rate income  taxes. 

Travel  agents  love  cruises  even 
more:  With  a  single  phone  call  they 


Holland  America  liner  in  Juneau,  Alaska 
Trading  up  from  aerobics 
to  whales. 


can  take  down  a  commission  of  ] 
to  15%  that  they  would  have  to  str 
gle  to  earn  from  an  assortment 
scattered  hotel,  car  and  airpl 
bookings.  "One  call  does  it  all,"  i 
Benny  Bellizzi  of  Thomas  CookT: 
el  in  New  York. 

Carnival  pampers  its  travel  age 
It  answers  phones  quickly  and  rr 
tickets  promptly.  It  has  130  sales  l 
resentatives  in  the  field  to  help 
travel  agents,  far  more  than  comp 
tors.  The  company  also  offers 
seminars  on  sales  techniques,  sue] 
persuading  the  customer  to  pay 
the  trip  when  making  a  reservatio 

Carnival's  television  advert 
ments,  on  which  it  will  spend  at  1 
$25  million  next  year,  are  aimec 
first-time  cruisers  in  order  to  broa 
the  market. 

In  gm's  heyday,  it  would 
Chevys  to  young  buyers  and  t 
trade  them  up  to  Cadillacs  as  they 
older  and  more  prosperous.  Cam 
starts  its  customers  on  its  basic  Ca 
val  line,  which  has  eight  ships  dc 
seven-day  and  shorter  cruises  ft 
$130  a  day.  Then  it  trades  the  ( 
tomer  up  to  Holland  America  wl 
rates  average  $300  a  day  (includ 
airfare).  Carnival's  three  Wind 
sailing  ships  run  seven-day  trips  in 
Caribbean,  the  Mediterranean  ; 
the  South  Pacific  from  $414  a  day 
two  Seabourn  ships  run  14- 
cruises  to  destinations  like  Bon 
and  the  Amazon  from  $728  a  day 

But  Micky  Arison  figures  he's  b; 
ly  tapped  the  market.  He  figures 
basic  market  is  every  vacationer, 
the  200  million  leisure  trips  takei 
the  U.S.  and  Canada  last  year,  c 
4.4  million  were  cruises.  By  the  en< 
1996,  when  Carnival  will  take  de 
ery  of  the  world's  largest  cruise  si 
with  2,600  berths,  the  company 
have  expanded  its  capacitv  bv  46% 
29,600  berths. 

As  it  takes  deliverv  of  new  ship: 
1994,  1995  and  1996,  Carnival 
probably  overhaul  some  of  the 
ships,  creating  new  identities  for  th 
and  moving  them  to  Latin  Americ; 
Europe.  The  company  has  discus 
joint  ventures  with  Club  Med  and 
Greek  cruise  company  Epiro 
Lines.  If  Americans  and  Latin  Am 
cans  like  a  seaborne  carnival,  so,  I 
son  figures,  will  more  and  more  Eu 
pean  vacationers. 
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IN  SPORTS 
THEY'D  CALL  THIS 
A  DYNASTY. 


For  six  consecutive  years,  The  Equitable 
has  had  more  ChFCs  (Chartered  Financial 
Consultants)  than  anyone  in  life  insurance. 
We've  also  had  more  CLUs  (Chartered  Life 
Underwriters)  for  five  years  in  a  row. 

These  professional  designations  are  the 
most  prestigious  an  agent  can  earn. 

What's  more,  The  Equitable  ranks  among 
the  industry's  leaders  in  numbers  of  Regis- 
tered Representatives  —  agents  licensed  to 
sell  mutual  funds  and  other  securities  prod- 
ucts offered  through  Equico  Securities,  Inc. 


We're  one  of  the  top  sellers  of  such  products 
in  the  entire  insurance  company  broker/ 
dealer  community. 

This  commitment  to  professionalism  and 
training  is  what  keeps  us  so  well  abreast  of 
our  clients'  needs  in  today's  complex  market. 

To  learn  more  about  the  strength  in 
The  Equitable's  numbers,  please  write  to 
Richard  H.  Jenrette,  CLU,  Chairman,  or 
Joseph  J.  Melone,  CLU,  ChFC,  President, 
at  The  Equitable,  787  Seventh  Avenue, 
Department  A,  New  York,  NY  10019. 


i  hi 


f  EQUITABLE 


STRENGTH  IN  NUMBERS 


GE-93- 17 1    Source:  The  American  College. 
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From  Sao  Paulo  to  Singapore,  more  people  arc 

BECAUSE  Citibank's  experience  and  expertise  in  emerging  markets  is  unequalled  — over  90  yea; 
in  Asia  and  75  years  in  Latin  America.  BECAUSE  Citibank  has  the  largest  worldwide  branc 
network,  offering  millions  of  clients  the  most  advanced  and  effective  banking  services  available  tod< 


world  choose  Citibank  than  any  other  bank. 

E  C  A  U  S  E  Citibank  is  the  leading  global  private  bank,  providing 
vestment  management  services  with  a  distinctly  international  focus. 
ECAUSE     THE     CITI     NEVER  SLEEPS. 


CITIBANK® 


Germany's  Barmag  seemed  doomed  when  polyester 
became  a  butt  of  jokes  as  trendy  people 
switched  to  natural  fibers.  But  Barmag  saw 
what  almost  no  one  else  saw. 

Redemption 


By  Peter  Fuhrman 

Wan  t  a  LESSON  on  how  to  sell  in 
Asia's  fast -growing  markets?  You 
could  do  a  lot  worse  than  studying 
how  Germany's  Barmag  Ac:  does  it.  In 
the  face  of  a  serious  German  reces- 
sion, Barmag  is  booming.  Its  sales  and 
net  profits  are  both  up  25%  this  year, 
and  should  hit  $800  million  and' $35 
million,  respectively.  This  maker  of 


machinery  for  the  textile  industry, 
based  in  Remscheid,  on  the  fringe  of 
the  sooty  Ruhr  region,  is  doing  this 
well  because  it  is  hugely  successful  in 
Asia — especially  in  China,  Taiwan  and 
Korea,  the  fastest-growing  econo- 
mies in  the  world. 

Most  of  German  manufacturing 
looks  to  the  rest  of  Europe  for  its 


export  markets.  Germany  sent  o 
$11  billion  worth  of  goods  last  veai 
newly  industrialized  Hast  Asia,  ver 
the  U.S.'  $49  billion.  But  a  full  hal 
Barmag's  sales  are  in  Asia,  a  ml 
greater  share  than  for  any  ot 
quoted  German  company. 

Barmag  went  into  Asia  in  the  19! 
not  bv  choice,  but  to  survive.  It  I 


Hans-Joachim 
Becker, 

board  member  am 
tireless  salesman 
at  Barmag 
Germany's 
most  successful 
exporter  in  Asia 
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win  i  lsi^iiui  a  i 

ITT  Hartford  took  the  Idea 
and  ran  with  it. 

ay  ITT  Hartford  is  racing  to  the  top  of 
industry  growth  charts.  With  trimmed- 
down  costs.  And  a  customer  response 
time  that's  as  much  as  90%  faster. 
"Thanks  to  help  from  Digital.  Larry  Lance 
of  ITT  Hartford  elaborates,  "With  Digital's 
help,  we've  implemented  new 
applications  which  improve  customer 
service.  For  instance,  our  new  claim 
management  system  lets  us  review 
claims  and  issue  disability  checks  in 
two  days.  Our  customers  have  less 
paperwork.  We  have  lower  costs.  The 
results?  Last  year  alone,  we  increased 
our  disability  sales  by  66%''  His  colleague 
rtjgMt  ji  Dave  McDonald  adds, 

■9P    "Changes  in  our  business  are 
IpFj?  occurring  at  an  increasingly 
7jf      rapid  pace.  Digital  will  make 
I  it  possible  for  us  not  only  to 

I        cope  with  these  changes  but 
to  continue  to  grow" 

fits  Division 

d  So  if  you  want  to  get  on  the 


Larry  K.  Lance  to  Continue  to  grow 

Exec.  V. P.,  Employee  Benefits  Division 

David  j.  McDonald  So  if  you  want  to  get  on  the 

Sr.  VP.,  Asset  Management  Services 

ITT  Hartford  Life  Insurance  fast  1jack  to  Q  smarter  way  Of 


working,  call  V800-DIGITAL  and  find  out 
about  our  insurance  solutions.  Then 
break  some  records  of  your  own. 


PUTTING  IMAGINATION  TO  WORK 


cker  response. 


■ 


buiir  its  business  on  making  special 
ized  machinery  for  manufacturing 
man-made  fibers.  But  suddenly,  tex- 
tiles made  from  synthetics  fell  from 
fashion  favor.  Nylon  was  out,  cotton 
was  in.  Polyester  suits  became  a  joke, 
and  the  bottom  fell  out  of  the  market. 

Disaster  loomed  for  Barmag.  If 
consumers  didn't  want  synthetics, 
who  would  need  machinery  to  manu- 
facture such  fibers:  f  aced  with  poten- 
tial disaster,  the  board  members  who 
run  the  company  took  a  calculated 
gamble.  They  looked  east.  Hans-Jo- 
achim Becker,  one  of  the  trio  now  in 
charge  at  Barmag,  explains: 

"We  could  see  that  many  Asian 
countries  were  becoming  richer  and 
people  there  would  be  spending  more 
on  clothing.  Not  only  was  there  no 
bad  feeling  about  wearing  polyester 
clothing,  but  many  people  preferred 
polyester  to  cotton.  We  decided  to 
put  a  big  effort  into  selling  our  ma- 
chines in  Asia.1''  Becker  spent  a  dreary, 
tough  few  years  almost  living  in  air- 
ports, lugging  sales  brochures  for  his 
$10  million  machines  to  trade  fairs  in 
Korea,  India,  China. 

Wherever  he  went  he  found  the 
Japanese  had  gotten  there  first.  But 
the  Japanese  proceeded  to  make  a 


mistake.  Seeing  the  trend  away  from 
synthetics  in  the  advanced  econo- 
mies, they  guessed  the  same  thing 
would  happen  in  Asia's  developing 
ec<  tnomies.  They  put  their  efforts  into 
machinery  to  make  threads  from  cot- 
ton and  wool.  Barmag,  betting  that 
Asians  would  go  the  polyester  route, 
continued  to  invest  heavily  in  R&D 
to  speed  up  the  production  of 
synthetic  fiber. 

In  1981  Barmag  came  out  with  an 
improved  high-pressure  extruder  to 
produce  thread  for  synthetics.  It 
pumps  out  the  thin  filament  of  liquid 
plastic  that  immediately  dries  into  a 
fine  thread  at  up  to  3.6  miles  of  thread 
a  minute,  cutting  production  costs. 
The  fastest  machine  up  to  then  pro- 
duced 2.5  miles  of  thread  a  minute. 

The  gamble  paid  off.  Asian  work- 
ers, tens  of  millions  of  them,  graduat- 
ing to  the  consumer  economy  for  the 
first  time,  like  the  economy  and  nov- 
elty of  synthetics.  Barmag's  first  big 
orders  came  from  Taiwan.  Thanks  to 
Barmag's  machines,  output  of  cheap 
synthetic  fiber  in  Taiwan  has  risen 
fourfold  since  1980,  to  over  2  million 
tons  in  1992.  Barmag  machines  were 
soon  being  ordered  in  Korea,  where 
synthetic  fiber  production  has  tripled 


A  Barmag  synthetic  fiber  machine 

Using  this,  Du  Pont  will  become  the  world's 

low-cost  polyester  producer. 


since  1980,  in  India,  and  finally 
China,  seven  years  after  Becker's  I 
sales  call  there. 

In  China  alone  Barmag  now 
300  customers  and  maintains  four 
service  centers,  including  one  not 
from  Germany's  old  colonial  outp 
in  Tsingtao.  Last  year  output  of  s 
thetic  fibers  in  China  hit  1.5  mill 
tons,  a  sevenfold  increase  since  19 
Barmag  this  year  will  sell  $  1 75  mill 
in  machinery  to  China,  the  same  a 
1992.  Becker  expects  total  outpu 
synthetic  fiber  in  China  to  dou 
over  the  next  six  or  seven  years,  me 
ing  steadily  higher  demand  for  I 
mag  machinery,  he  says. 

Now  demand  for  synthetic  fibe 
growing  once  again  in  the  U.S., 
such  uses  as  polyester  tire  cord,  a 
air  bags  and  carpets.  Improvement 
the  look  and  feel  of  acrylics  are  ; 
increasing  their  use  in  clothing,  m< 
ly  for  leisure  use. 

Next  year  Du  Pont  will  complet 
Kinston,  N.C.  its  first  new  synthj 
fiber  factory  in  the  U.S.  since  19 
This  $300  million  plant  will  prod 
60,000  tons  of  polyester  fiber  a  > 
and  will  make  Du  Pont  the  wor 
low-cost  producer  of  polyester  fi 
for  textiles.  The  factory  will  use  c 
Barmag  machines,  and  has  provi< 
the  German  company  with  its  lar^ 
single  order. 

Earlier  this  year  Barmag  acqui 
majority  control  of  America's  larg 
synthetic  fiber  machine  maker, 
Bouligny  Co.  of  Charlotte,  N.C, 
an  undisclosed  sum.  The  U.S.  com 
ny  had  fallen  behind  technically  ; 
will  now  sell  Barmag-designed  i 
chines  under  its  name. 

Barmag  is  controlled  by  Germar 
largest  insurance  company,  Allia 
and  an  industrial  holding  comp; 
called  agiv,  which  together  own  7 
of  the  stock.  The  remaining  285,( 
shares,  traded  on  the  Frankfurt 
change,  have  been  hot.  At  a  rec 
$340,  they  command  14  times  n 
year's  projected  earnings.  World 
m'and  for  synthetic  fibers  is  expec 
to  grow  at  least  5%  a  year  through 
rest  of  the  decade,  and  Barmag's  G 
man  factories  are  already  running 
100%  of  capacity. 

The  moral  of  this  story  is  clear:  1 
greatest  opportunities  are  often  to 
found  in  places  and  products  t 
most  people  have  written  off. 
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Ire  ate  an  office  world 
jiat  performs  beyond  your 
ildest  imagination 
hd  revolves  around  you. 


anon  has  a  vision  of  how 
your  office  should  run 
today.  Which  means  it's  equipped 
with  machines  that  liberate.  Em- 
power. Increase  productivity.  And 
open  the  lines  of  communication. 

This  is  the  type  of  smart 
thinking  that  drives  everything 
Canon  produces.  The  Corporate 
Line  of  High  Volume  Copiers, 
for  example,  combine  durability 
and  reliability  with  exceptional 
copy  quality.  Our  Color  Copiers 
add  the  power  of  brilliant,  high- 
quality  color  to  all  your  business 
communications  and  deliver 
digital  connectivity  to  your  com- 
puter systems.  Our  Laser  Class 
Plain  Paper  Facsimiles  utilize  our 


>V#S^  Official  Sponsor  of 
WorldCupUSAW" 


exclusive  image  processing  and 
laser  printing  technology  to  create 
extremely  high-quality  output. 
And  with  the  introduction  of  our 
Digital  Imaging  Systems,  you  will 
experience  a  whole  new  world  in 
Document  Management  without 
ever  leaving  your  desk. 

With  Canon's  system 
solutions,  you  can  create  your 
own  visionary  office  where 
simplicity  and  productivity  coexist 
in  perfect  harmony.  And  where 
advanced  technology  truly  does 
move  you  ahead. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon 


When  he  was  22,  Sandy  Beall  got  a  lucky  break.  At  43, 
he  has  parlayed  that  into  a  $1  billion  business. 

Hello, 

Ruby  Tuesday 


By  Christopher  Palmeri 

On  his  DEATHBED,  Samuel  (Sandy) 
Beall's  boss  told  the  22-year-old  Uni- 
versity of  Tennessee  dropout  he 
would  leave  him  $10,000  on  the  con- 
dition that  Beall  start  his  own  busi- 
ness. Sandy  Beall  had  been  helping 
William  Kholmia  run  a  string  of  Pizza 
Huts.  After  suffering  a  massive  heart 
attack,  Kholmia  wanted  to  give  Sandy 
a  chance  to  be  his  own  boss. 

That  was  1972.  With  the  money, 


son  Restaurants,  a  60-year-old  cafete- 
ria chain  based  in  Mobile,  Ala.  Morri- 
son's core  business  was  feeling  the 
effects  of  the  decline  in  cafeteria  eat- 
ing. Previous  management  had 
bought  up  firms  that  sold  things  like 
china  and  furniture  to  restaurants. 

The  diversification  didn't  make  a 
lot  of  sense.  In  1981  Morrison's  chief 
executive,  Eugene  Bishop,  decided  to 
concentrate  on  food  service.  He  tar- 


Morrison 

Restaurants' 

chief  executive, 

Sandy  Beall 

"I  believe  in  $10 

dinners." 


Beall  rounded  up  five  of  his  college 
buddies  and  opened  the  first  Ruby 
Tuesday  restaurant  in  an  old  house  in 
Knoxvillc,  Tenn.  The  name  was  in- 
spired by  a  Rolling  Stones  song  Beall 
heard  on  the  juke  box. 

The  decor  was  rustic,  with  barn 
wood  on  the  walls  and  lake  Tiffany 
lamps  over  each  table.  The  hot  item 
on  the  menu  was  a  SI. 45  hamburger 
served  on  an  English  muffin. 

The  formula  caught  on  with  col- 
lege kids  and  young  couples.  Within 
ten  years  Beall  had  14  Ruby  Tuesdays, 
but  he  needed  capital  to  expand. 
That's  when  Beall  came  across  Morri- 


geted  the  specialty  restaurant  seg- 
ment, where  gimmickry  adds  to  the 
appeal  of  the  food  and  enables  the 
proprietor  to  run  limited  menus  and 
squeeze  out  a  little  more  in  prices. 

Ruby  Tuesday  fit  the  bill.  Morrison 
bought  it  in  1982  for  $15  million  in 
cash  and  stock.  Sandy  Beall  and  his 
team  came  along  with  the  deal. 

Smart  move  on  Bishop's  part.  To- 
day Sandy  Beall  runs  the  show — a 
SI  .1  billion  lion  that  earned  $37  mil- 
lion, or  $1  a  share,  in  the  fiscal  year 
ended  June  5,  up  16%  from  the  year 
before.  This  year  it  should  show  an- 
other smart  gain,  earning  perhaps 


$1.17  a  share.  Morrison's  stock 
more  than  doubled  in  the  last  th 
years,  to  a  rich  multiple  of  24  at 
recent  split-adjusted  price  of  24Vi. 

The  biggest  part  of  the  growth  ^ 
in  the  Ruby  Tuesday  division,  n 
254  restaurants  under  three  differ 
banners— Ruby  Tuesday,  L&N  S 
food  and  Silver  Spoon  Cafe.  Th 
restaurants,  located  mostly  in 
eastern  U.S.,  represent  more  tl 
one-third  of  Morrison's  sales  and  1 
of  its  operating  income.  The  151-i; 
cafeteria  business  accounts  for  20°/ 
company  profits,  versus  80%  ten  yc 
ago.  Morrison  also  has  a  grow 
contract  food  service  business  foe 
ing  on  hospitals  and  colleges. 

Beall,  now  43  and  chief  execut 
officer,  is  just  putting  the  finish 
touches  on  three  new  restaurant  a 
cepts  that  he  believes  will  carry 
company  forward.  He  is  certainly  c 
ering  all  the  bases. 

Sweetpea's,  for  instance,  is  a  coi 
try  cooking  concept  similar  to  Cra 
er  Barrel  Old  Country  Store  (Fori 
Apr.  27,  1992)  and  the  Dallas- ba 
Black  Eyed  Pea  chain.  Sweetpea's  i 
tures  down-home  dishes  like  fr 
green  tomatoes,  meat  loaf  and  catfi 
Its  first  two  Atlanta  locations  are  < 
ing  over  $2  million  each  on  an  ann 
lized  basis.  Beall  figures  he  can  oj 
50  more  by  1998. 

Beall  is  also  rolling  out  pizza  j 
pasta  joints  called  Mozzarella's. 
gain  critical  mass  quickly,  he  is  c< 
verting  his  22  Silver  Spoon  Cafes  ii 
Mozzarella's.  The  Silver  Spoon  c< 
cept,  while  successful,  he  says,  was  i 
similar  to  Ruby  Tuesday. 

Then  last  month  Beall  entered  ii 
a  joint  venture  with  Dallas-ba 
Tia's,  an  11 -unit  chain  of  sit-do 
Mexican  restaurants,  which  aver; 
nearly  $2  million  per  locati 
They're  run  by  Larry  Lavine,  foun 
of  the  highly  successful  Chili's  cha 

Even  the  old  cafeteria  concept 
growth  potential.  Beall  is  opening 
Morrison  Fresh  Cooking  restaura 
that  will  serve  a  limited  menu  cons 
ing  mostly  of  rotisserie  chicken  an 
few  vegetables  to  customers  in  ma 

"There  aren't  many  $2  billion  i 
taurant  companies,  but  we  will 
one,"  Beall  says.  Getting  there  n 
not  be  so  easy,  but  there's  no  doi 
Sand}'  Beall's  old  boss  had  a  sharp  i 
for  young  management  talent. 
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Every  company  we  invest  in  has 
I  two  things  in  common: 

hard  work  and  high  standards." 

he  truth  is  that  a  mutual  fund  s  performance  will  only  be  as  good  as  the  companies  making  up  its 
ortfolio.  We  believe  the  key  to  success,  even  through  different  markets,  is  to  invest  in  a  mutual  fund  which  owns 
jmpanies  with  a  stream  of  earnings  that  indicate  they  know  how  to  prosper,  now  and  in  the  years  to  come, 
nd  stick  with  it. 

legardless  of  market  ups  and  downs,  we  keep  to  our  philosophy.  Lipper  Analytical  Service  reports  that 
jr  the  period  ending  September  30,  1993,  out  of  209  growth  funds  with  a  five  year  record,  the  Berger  100  Fund 
chieved  a  27.6%  annual  total  return  versus  a  14.2%  average  for  the  others. 

Results  of  a  $10,000  Investment  in  the  Berger  100  Fund 

from  September  30,  1974  through  September  30,  1993' 


Total  Value 
$174,057 


$86,598 

Capital  Value 


Bill  Berger  has 
over  40  years  of 
experience  he 
wants  lo  share 
with  you. 


9/74   12/75  12/76  12/77  12/78  12/79  12/80  12/81  12/82  12/83  12/84  12/85  12/86  12/87  12/88  12/89  12/90  12/91  12/92  9/93 


\  \  \  i  \  i  i  z  k  d  pi:  r  for  m  a  \  c  i; 

For  the  period  ending  9/30/93 


Berger 

1  Year 

3  Years 

5  Years 

10  Years 

1 5  Years 

19  Years* 

100 
Fund 

41.0% 

40.3% 

27.6% 

15.4% 

16.4% 

16.2% 

You  can  open  an  account  with  as  little  as  $250. 

All  it  takes  to  add  to  an  existing  account  is  $50. 
If  you  prefer,  you  can  even  choose  an  automatic  monthly 
investment  plan  (for  as  little  as  $50  a  month). 

Please  call  (800)  333-1001 

We'll  send  you  a  Berger  Investors'  Kit. 
It  will  contain  a  prospectus. 
Read  it  carefully  before  investing. 


Fresh  thinking  since  1974 


Past  performance  shows  the  fund's  history  and  does  not  guarantee  future  results. 

The  figures  include  changes  in  share  price  and  reinvestment  of  dividends  and 

capital  gains  which  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth 

more  or  less  than  their  original  cost  The  figures  include  the  deduction  of  12b-1 

fees  beginning  in  June,  1990.  "Berger  Associates  assumed  management  of  the 

fund  9/30/74  Source:  Lipper  Analytical  Service.  Q   1 22Q93 


"U.S.,  Japan  and  European 
business  have  quadrupled 
investments  in  Latin  America 
in  the  past  three  years." 

New  York  Times 


"A  market  revolution  is  taking 
hold  across  Latin  America." 

Business  Week 


IF  YOU  WANT  TO  TALK  TO  THOSE  WHO 
INFLUENCE,  AUTHORIZE  AND  BUY  FROM  MEXICO  TO 
ARGENTINA,  THE  BEST  WAY  IS  THROUGH  THEIR  OWN 
NEWS/BUSINESS  ANALYSIS  MAGAZINE 


THE  LARGEST  NEWS  MAGAZINE  READERSHIP  IN  LATIN  AMERICA 


LOS  ANGELES: 
Scott,  Marshall  McGinley 
&  Doyle 

3435  Wilshirc  Blvd.,  Suite  650 
Los  Angeles,  CA  90010-1907 
(213)  382  6346 
Fax:  (213)  382-1  108 


SAN  FRANSISCO: 

Scott,  Marshall.  McGinley 
&  Doyle 

450  Sansome  St.,  Suite  1420 
San  Franscisco,  CA  941 1 1 
(415)  421-7950 
Fax:  (415)  398-4156 


NEW  YORK: 

Vision,  Inc. 

3  10  Madison  Ave. 

Suite  1412 

New  York,  NY  10017 

(212)  953-1308 

Fax:  (212)  953-1619 


MIAMI 

Hemisphere  Mgmt.  Corp. 
Suite  410 

2121  South  West  3rd.  Ave. 
Miami  FL  33129 
(305)  858-4600 
Fax:  (305)  858-6257 


For  over  43  years,  leading 
international  companies  have 
selected  VISION  to  advertise 
their  products,  goods  and 
services  throughout 
Latin  America. 


•Reaching  Latin  America's 
top  business  influences 
and  consumer  trendsetters 

•Edited  in  Spanish  by 
Latin  Americans  for 
Latin  Americans 

•ABC-Audited  180,000 
circulation  base 

•75%  fully  paid  subscribers 
providing  readership 
continuity 


•Full  coverage  of  the  1 8 
markets  of  the  region  as  well 
as  regional  &  single  country 
advertising  editions 

•Lower  effective  CPMs  than 
any  international  magazine 
circulating  in  the  region 

•Integrated  marketing 
services  and  free  translation 

•24  issues  per  year 


LL  OR  FAX  VISION'S  NEAREST  REPRESENTATIVE  FOR  A  COMPLETE  MEDIA  KIT 


SSELDORF: 

t.  Communications 
ieldorfer-Strasse  132 
)  Dusseldorf-Oberkassel 
nany 

)  57-30-26 
57-53-92 


SWITZERLAND: 

Publicitas  AG 
Kirschgartenstrasse  14 
CH-4010  Basel 
Switzerland 
(61)  275-4646 
Fax:  275-4777 


MADRID: 

Mr.  Luis  Andrade 

Paz.  Descubridor  Diego  de 

Ordas  1    Escalera  2-2D 

Madrid  28003  Spain 

(1)  441-6266 

Fax:  441-6549 


LONDON: 

Christopher  Warburton 

&  Associates 

185-187  Brompton  Road 

London  SW31NE  England 

(71)  584-8588 

Fax:  584-8633 


PARIS: 

Evelyn  Lechene 
PUBLICITAS  S.A. 
26  Avenue  Victor  Hugo 
751 16  Paris,  France 
(I)  45  00  66  08 
Fax:  45  00  94  8 1 


In  many  ways  Mexico  has  changed  beyond  all 
recognition,  but  in  some  ways  it's  still  a  place 
B.  Traven  would  feel  perfectly  at  home  in. 
Consider  Mexico's  new  gold  mining  boom. 

The  treasure  of 
the  Sierra  Madre 


By  Joel  Millman 
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:.  Mexico's  new  Mining  Law,  effec- 
e  as  of  late  1992,  allows  majority 
reign  ownership  of  mines  for  the 
>t  time  in  30  years,  while  extending 
I  length  of  exploration  concessions 
>m  3  to  6  years,  and  the  extraction 
riod  from  25  to  50  years. 
[Mexico  has  also  abolished  the  ar- 
'aic  ejido  system  of  land  tenure;  now 
exico's  rural  farm  communes  can 
1  their  land  and  the  rights  to  subsur- 
:e  mineral  exploration  to  whomever 
ey  want.  That  will  open  thousands 
square  miles  of  unexplored  territo- 
,  potential  claims  outside  the  con- 
)1  of  Mexico's  Big  Four  mining 
rporations. 

Still  another  favorable  develop- 
ent:  Mexico's  powerful  mine- 
Drkers  union  has  faced  the  threat  of 
/offs  with  unprecedented  flexibility, 
le  unions  have  dropped  onerous 
Drk  rules,  for  example,  and  agreed  to 
.t  payrolls  at  inefficient  mines  (see 
\x,p.  200). 

In  the  past  year  or  so,  over  120  U.S. 
id  Canadian  mining  companies  have 
tablished  offices  south  of  the  bor- 
:r.  Geologists  and  seismologists  are 
diverging  on  Hermosillo,  the  capi- 
1  of  Sonora.  Laboratories  for  testing 
ineral  samples  are  sprouting.  And 
th  the  passage  of  the  North  Ameri- 
n  Free  Trade  Agreement,  they'll 
)w  be  joined  by  vendors  of  heavy 
|uipment — much  of  it  soon  to  be 
lported  duty-free. 
While  probably  not  the  next  South 
irica  or  Siberia,  Mexico  will  very 
;ely  yield  up  significant  gold  finds 
§11  into  the  next  century.  Mexico's 
oximity  and  welcome  attitude  to- 
ird  foreign  investment  should  make 
attractive  to  gold  bugs. 
The  gringo  mining  firms  are  cstab- 
hing  their  Mexican  claims  in  a  vari- 
y  of  ways.  For  years  Asarco  had  been 
^ing  to  divest  itself  of  a  minority 
ike  in  Medimsa,  a  moneylosing  cop- 
:r  subsidiary  of  Grupo  Mexico,  the 
•untry's  biggest  producer  of  metals, 
eluding  gold.  Last  month  Asarco 
;reed  to  swap  its  shares  in  Medimsa 
r  24%  of  Grupo  Mexico,  which  is 
ingry  for  access  to  U.S.  financial 
arkets. 

Hecla  Mining  Co.,  based  in  Cocur 
Alene,  Idaho,  went  a  different  way. 
fter  establishing  a  fully  controlled 
iexican  subsidiary  in  1992,  it  spent 
?  million  on  La  Choya,  a  Sonora 


 m 


Phelps  Dodge's  Santa  Gertrudis  gold  mine  in  Sonora 

Pushed  south  by  regulators,  U.S.  companies  enjoy  a  warm  Mexican  welcome. 


property  just  35  miles  south  of  the 
Arizona-Mexico  border. 

Meanwhile,  Corporacion  SanLuis, 
the  smallest  of  Mexico's  Big  Four 
mining  companies,  has  aggressively 
sought  joint  venture  partners  in  the 
U.S.  and  Canada.  It  is  now  prospect- 
ing for  copper  with  Phelps  Dodge  in 
Sonora,  and  for  gold  with  Vancouver- 
based  Teck  Resources  in  Queretaro. 

SanLuis'  deal  with  Cambior,  a  Ca- 
nadian mining  company,  is  typical.  It 
offered  to  sell  half  of  its  Metates  gold 
mine  in  Durango  for  $4  million,  with 
an  option  to  increase  the  stake  to  65% 
as  the  Canadians  increase  their  invest- 
ment. Ramon  Farias,  SanLuis'  direc- 
tor of  exploration,  says  there  are  indi- 
cations that  the  Metates  mine  could 
yield  upwards  of  1  million  ounces  of 
gold,  making  today's  investment  look 
like  a  pittance. 

SanLuis'  stock,  traded  over-the- 
counter  as  American  Depositary  Re- 
ceipts in  the  U.S.,  has  doubled  since 
March,  from  $29  to  $58  per  ADR. 
Farias  says  the  company  is  shopping 
for  partners  for  15  more  mines  ready 
for  drilling,  with  another  two  dozen 
projects  backed  up  in  the  pipeline. 

"Foreigners  are  looking  with  new 
eyes,"  says  Farias.  "They  want  to 
grow  in  Mexico." 

The  economics  of  Hecla's  La 
Choya  project  demonstrate  the  ap- 


peal of  mining  in  Mexico.  With  gold 
selling  today  at  just  $380  per  ounce, 
U.S.  mining  companies  won't  touch  a 
project  whose  "cash"  cost — the  daily 
expense  of  getting  the  gold  out  of  the 
ground — runs  over  $200  per  ounce. 
Alastair  Summers,  Hecla's  general 
manager,  says  its  gold  can  be  mined 
for  about  $180  per  ounce.  Add  to  that 
$160  per  ounce  for  amortization  of 
production  costs  and  taxes,  and  Hecla 
will  earn  $40  on  every  ounce  it  brings 
up,  about  $6  million  over  the  expect- 
ed three-year  life  of  the  mine. 

La  Choya's  veins  aren't  unusually 
rich,  but  Hecla  saves  on  production 
costs  by  bringing  surplus  equipment 
down  from  idle  projects  in  the  U.S. 
And  labor  is  much  cheaper.  An  experi- 
enced driller  making  $17  an  hour 
north  of  the  border  gets  just  over  $15 
a  day  at  La  Choya. 

But  the  biggest  savings,  U.S.  min- 
ers agree,  are  in  time.  Because  there  is 
far  less  red  tape  to  cut  through  in 
Mexico,  La  Choya  became  operation- 
al this  month,  just  four  months  after 
construction  began.  "We'd  be  wait- 
ing another  year  [for  permitting!  in 
the  States,"  says  Summers,  "and  thai 
adds  a  lot  of  cost  at  the  front  end." 

Hecla's  example  has  spawned  a 
slew  of  mini  gold  strikes.  Vancouver- 
based  Placer  Dome  recently  an- 
nounced a  find  of  nearly  1  million 
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The  light  dawns 
Jo  .\  L.  Lewis  would 
have  envied  Napoleon  Go- 
mez  Sada,  head  of  the 
Sindicato  Nacional  de  Tra- 
bajadores  Mineros,  Mct- 
alurgicos  y  Similares.  With 
250,000  members  dur- 
ing its  1980s  heyday,  Mexi 
co's  mineworkers  union 
was  notorious  for  feather- 
bedding  and  abusive 
work  rules.  Workers  were 
allowed  100  absences  a 
year  and  could  not  be  fired 
unless  they  missed  more. 

Industrias  Penoles' 
Los  Fresnillos  was  typical. 
The  world's  biggest  silver 
mine  had  been  in  operation 
since  1554,  and  was  still 
running  by  medieval  stan- 
dards. "Every  driller  had 
his  assistant,  and  every  as- 
sistant had  his  assistant," 
says  Hugo  Palacios,  Fres- 
nillos' manager.  "There 
were  a  hundred  categories, 
according  to  seniority." 

But  lately  the  union  has 
learned  that  if  it  doesn't  pay 
attention  to  productivity, 
Fresnillos  will  close.  As  a  re- 
sult, the  payroll  has  been 
nearly  halved,  from  1 ,200 
in  1991  to  just  over  720 
today,  and  Fresnillos  now 
produces  an  ounce  of  sil- 
ver for  about  $1 .60,  com- 
pared with  the  world  av- 
erage of  just  over  $3. 

The  union's  new  flexi- 


bility began  when  silver 
prices  plunged  and  Mexi- 
can mines  began  closing.  In 
early  1992  the  Corpora - 
cion  SanLuis  shut  its  Toyal 
tita  mine,  which  also  dat- 
ed to  the  16th  century,  and 
had  been  operating  con- 
tinually for  more  than  a 
hundred  years. 

"Toyaltita  was  a  sym 
bol  of  the  industry,"  says 
SanLuis  engineer  Jorge 
Villasenor.  "We  miners  are 
romantic.  When  it  was 
going  to  be  shut  down,  ev- 
eryone cried." 


Toyaltita  became  a  po- 
litical event.  The  Salinas 
government  pressured 
both  sides  in  the  contract 
negotiations.  Finally  the 
union  agreed  to  cut  the 
work  force,  and  SanLuis 
instituted  the  industry's 
first  productivity  bonus- 
es. The  payroll  at  Toyaltita 
was  cut  from  800  workers 
to  350,  but  with  incentives 
the  remaining  workers 
are  now  earning  between 
$600  and  $800  a  month, 
nearly  twice  what  the  old 
system  paid  them. 


The  Toyaltita  mine 
Flexible  rules,  shared  pro) 


The  Toyaltita  pact 
paved  the  way  for  refon 
at  Fresnillos  and  other 
mines,  and  has  made  it  | 
sible  to  bring  in  new 
equipment  for  even  mo 
efficiencies.  "Our  own 
technology  was  never  d 
veloped,"  says  Luis  Mu 
uato,  the  manager  of  Ss 
Luis'  Durango  office, 
"because  we  thought  o 
labor  was  so  cheap." 

-J.M. 


ounces  at  Los  Mulatos,  also  in  Sono- 
ra.  Kennecott  thinks  it  has  struck  gold 
not  far  away.  Toronto's  Valdez  Gold 
has  acquired  rights  to  the  Diana 
Claims  area,  which  is  honeycombed 
with  abandoned  placer  mines  from 
the  1800s.  "This  is  prime  real  estate," 
says  a  Valdez  geologist  in  Sonora, 
"traces  of  surface  gold  all  over." 

Hut  as  the  gringos  roam  the  Sierra 
Madre  in  search  of  treasure,  they  are 
reminded  that  in  many  ways  Mexico 
hasn't  changed  much  since  B.  Tra- 
ven's  day.  Take  the  Mexican  army. 
Under  law,  no  explosives  can  be  pur- 


chased in  Mexico  without  a  permit 
from  the  Secretary  of  Defense.  While 
such  regulations  are  routinely  ignored 
by  ranchers  and  dope  smugglers,  min- 
ing companies  cannot  get  permission 
from  the  Defense  Secretary  if  they 
have  even  one  non-Mexican  on  their 
board.  Hecla  circumvented  the  situa- 
tion by  seating  only  Mexicans  on  the 
board  of  its  wholly-owned  Mexican 
mining  subsidiary. 

The  military's  stance  clearly  contra- 
dicts Mexico's  liberal  new  foreign  in- 
vestment laws.  But,  says  Michael 
Heydari,  a  Mexico  specialist  for  the 


U.S.  Bureau  of  Mines:  "No  one  d; 
take  the  Defense  Ministry  to  the 
preme  Court.  It's  a  problem." 

Canadian  drilling  specialist  Fdw 
Wiebe  says  he  was  run  off  the  r< 
twice  last  summer  while  visiting 
Metates  mine  in  the  northern  par 
the  state  of  Durango.  The  perpc 
tors  both  times  were  maripian 
toting  MT6s.  But  then  one  night 
fcdcralcs  held  him  at  gunpoint  wl 
they  searched  his  pickup.  "Cops 
robbers,"  the  grizzled  prospector  $ 
with  a  shrug.  "A  hundred  miles  fr 
now  here." 
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l&tC-  for  Human  Potential 


After  our  flight  was  grounded  in  Denver 
I  had  ten  hours  on  my  hands 
and,  fortunately,  an  NEC  notebook  computi 

in  my  lap. 


When  people  have  time  on  their  hands,  notebook  com- 
puters help  them  make  good  use  of  it.  In  terminals.taxis 
and  hotel  rooms.  Composing  documents  and  sending  faxes. 
Catching  up  on  work.. .and  getting  ahead.  Notebook  com- 
puters are  carried  by  people  in  every  walk  of  life.  And  the 
brand  more  and  more  people  are  carrying  is  NEC.  Because 
every  product  that  NEC  makes — from  cellular  phones  to 
CD-ROM  drives,  to  high-resolution  color  monitors — is 
designed  to  enhance  the  human  potential.  And  backed  by 
the  expertise  of  a  world  leader 
in  computers  and  communica- 
tions technology.  In  businesses 
large  and  small.  In  public  and 
private  institutions.  In  homes 
across  the  country.  NEC  is 
a  part  of  people's  lives. 


I  .  ■ 


UKraLtte  Versa1 


For  more  information,  call  us  at  1-800-338-9549. 


lebrating  30  years  in  America. 


NEC 


amnimu  mun  unn  oujinioo 

EDITED  BY  FLEMING  MEEKS 

Starting  a  business  can  pull  a  family  together 
or  tear  it  apart.  At  Original  American  Scones  Co., 
it  did  a  little  of  both. 

Too  many  cooks 


By  Suzanne  Oliver 

SEVEN  m  ars  AGO  Gary  Hopmayer 
sold  his  Chicago  based  automobile 
parts  manufacturing  company  and 
pocketed  $7.5  million.  Then  just 
46,  Hopmayer  planned  never  to 
work  again. 

But  old  habits  die  hard.  During  a 
family  vacation  in  Majorca  a  few  years 
earlier,  he  had  fallen  in  love  with  the 
local  bread,  a  crusty  white  bread 
baked  in  wood-burning  ovens.  On 
returning  home  to  Wilmette,  111.,  he 
took  up  baking;  after  retiring,  Hop- 
mayer's  hobby  overtook  him.  He 
baked  for  his  family,  and  when  they 


couldn't  eat  up  his  breads  and  rolls, 
Hopmayer  began  giving  his  baked 
goods  away  to  neighbors. 

Pretty  soon  he  was  back  in  business. 
Moving  from  his  kitchen  to  his  base- 
ment, he  rolled  dough  on  plywood 
boards  over  a  pool  table  and  baked  in 
two  ovens  he  had  ordered  from 
France.  His  wife,  Meme,  a  cookbook 
editor,  helped  him  develop  recipes. 
Together  they  came  up  with  a  win- 
ning recipe  for  scones,  rich  and 
creamy  Scottish  tea  biscuits.  By  1988 
Hopmayer  had  a  few  small  ac- 
counts— Neiman  Marcus,  the  Four 


Seasons  and  the  Ritz-Carlton  h 
in  Chicago.  "1  had  no  thought  a 
building  a  business  but  just  of  h< 
fun,"  he  says. 

While  Gary  Hopmayer  wasn't* 
daily  ambitious  about  building  a 
business,  his  25-year-old  son,  Jel 
was.  The  younger  Hopmayer 
been  diffident  about  his  father's 
parts  business,  but  now  he  s; 
chance  to  make  his  own  mark.  Jc 
quit  his  $  1 6,800-a-year  job  as  a : 
desk  manager  at  a  Hyatt  hot 
Dallas  and  moved  home  to  Chi< 
His  goal  was  to  build  a  retail  s 
empire,  much  as  Mrs.  Fields  had 
a  cookie  empire. 

Father  and  son  got  off  to  an  ii 
picious  start.  Using  his  mother's 
pes  and  his  father's  money,  Je 
Hopmayer  opened  a  scone  s 
Original  American  Scones,  in  d< 
town  Chicago.  The  ovens 
moved  into  a  1 ,000-square-fool 
mer  brownie  bakery  behind  the  s 
Rent  jumped  to  $3,900  a  month 
zero.  Revenues,  just  $285  a 
didn't  come  near  covering  exper 
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ware  Fisherman. 


CA90s 


CA's  Computing 
Architecture 
For  The  90s. 


Catching  the  fish  is  easy 

It's  the  processing.  Man- 
ufacturing. And  distribution 
that  make  the  difference. 

And  nobody  knows  that 
better  than  Van  Camp  Seafood 
Co.,  Inc.,  the  makers  of  the 
well-known  brand, 
Chicken  of  the  Sea: 
As  a  customer- 
driven  company 
Van  Camp  Seafood 
Co.,  Inc.  uses  CA-PRMS  for  the 
AS/400.  Its  the  first  enter- 
prise-wide manufacturing, 
financial  and  distribution  soft- 
ware that  incorporates  cus- 
tomers into  every  aspect  of 
operations. 

"CA-PRMS  has  helped  us 
be  much  more  responsive,  more 
flexible,  and  more  profitable," 
says  Jack  Boyles,  Director  of 
MIS.  "Our  customers  demand 
incredible  delivery  schedules  - 
virtually  made-to-order.  But 
we  can 
handle  it. 
CA-PRMS 
has  raised 
the  quality 
of  opera- 
tions to  a 
whole  new 
level." 


Jack  Boyles, 
Director  of  MIS  for 
Van  Camp  Seafood  Co.,  Inc.; 
uses  CA-PRMS  manufacturing 

software  to  turn 
the  worlds  finest  tuna  into 
Chicken  of  the  Sea85. 


And  what  about  the  fish 
that  got  away? 

"Haven't  lost  one  yet."  says 
Boyles,  smiling. 

Spoken  like  a  true 
fisherman. 


Go 
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C  YOUR  OWN  BUSINESS 


So  much  for  becoming  the  next 
Mrs.  Fields.  Though  they  continued 
to  operate  the  store — its  location  on 
busy  Ohio  Street,  they  figured,  was 
good  exposure — the  Hopmayers 
turned  their  attention  to  the  whole- 
sale business. 

Good  thing.  In  late  1988  a  repre- 
sentative from  Starbucks,  then  a 
fledgling  gourmet  coffee  shop  chain, 
came  in  and  tasted  the  Hopmayers' 
scones.  It  was  love  at  first  bite.  Star- 
bucks hired  the  Hopmayers  to  supply 
its  first  store  in  Chicago,  which 
opened  in  March  of  1989. 


To  attract  a  broader  customer  base, 
Jeff  Hopmayer  brought  his  scones — 
flavors  ranged  from  blueberry  to  basil 
parmesan — to  a  fancy  food  show  in 
Atlanta  in  early  1989.  Buyers  raved, 
and  the  Hopmayers  took  a  $9,000 
order  from  Harris  Teeter,  a  North 
Carolina  grocer,  for  19,200  scones. 

The  order  nearly  broke  them.  It 
was  the  equivalent  of  three  months  of 
production,  which  had  to  be  done  in 
three  days  to  ensure  freshness  at  deliv- 
ery. The  equipment  alone  to  make 
and  deliver  so  many  scones  cost 
$3,000  and  didn't  arrive  for  a  month. 
When  it  did,  Jeff  Hopmayer  spent 
three  days  and  nights  baking,  catch- 
ing a  few  hours'  sleep  in  his  office 
chair.  Then  delivery  trucks  couldn't 
fit  down  the  alley  to  the  bakery  door, 


and  the  pallets  of  scones  couldn't  fit 
through  the  doorway.  Eventually, 
Hopmayer  got  the  scones  to  Harris 
Teeter.  But  he  never  heard  from  the 
grocer  again. 

By  then  the  relationship  between 
father  and  son  was  breaking  down  as 
well.  Jeff  wanted  to  expand  rapidly, 
but  his  father,  who  had  invested 
$325,000  in  the  business  so  far, 
didn't.  "Dad  still  considered  the  busi- 
ness a  hobby,  and  that  created  fric- 
tion," recalls  Jeff. 

Rather  than  simply  pull  the  plug  on 
the  whole  thing — or  push  his  son 


out — Gary  Hopmayer,  at  the  urging 
of  his  wife,  turned  his  49%  share  in  the 
company  and  100%  of  the  voting 
rights  over  to  his  son.  Meme  Hop- 
mayer retains  the  other  51%.  "For  a 
long  time  after  that  my  dad  wouldn't 
come  to  the  shop,"  recalls  Jeff. 

Young  Hopmayer  was  fortunate  on 
two  counts.  First,  he  had  the  business 
basically  handed  over  to  him;  and 
second,  Starbucks  was  expanding  like 
mad.  By  the  end  of  1991  Starbucks 
had  25  coffee  shops  spread  out 
around  Chicago.  That  year  Starbucks 
bought  92%  of  Original  American's 
scones,  as  well  as  focaccia  and  muffins, 
which  Hopmayer  made  at  Starbucks' 
request.  Original  American  sales  hit 
$1.5  million,  and  the  company  almost 
broke  even. 


With  business  from  Starbucks  i 
tinning  to  grow,  Hopmayer  dec 
he  needed  more  room.  He  locat 
25,000-square-foot  space  in 
Park,  111.  that  his  parents  bough 
$450,000;  he  leases  it  from  then 
$4,500  a  month.  To  refurbish 
property  and  buy  equipment,  F 
mayer  put  down  $20,000,  wangl 
$153,000  subsidized  loan  from 
Village  of  Oak  Park  at  3V2  p< 
below  the  prime  rate  and  borrc 
$327,000  from  a  bank. 

With  his  own  money  on  the  Hi 
and  his  name  on  the  notes— 
Hopmayer,  now  30,  learned  to  t 
per  his  zeal  for  growth  at  any  < 
Instead,  he  focused  on  customers 
hotels  and  caterers,  to  balance  ou 
business  with  Starbucks.  Nine  r 
order  catalogs,  including  Sara 
Corp.'s  Wolferman's  catalog,  also 
ture  Original  American  Scones, 
year  sales  should  double,  to  $3 
lion — only  48%  of  which  will  c 
from  Starbucks. 

Profits?  Hopmayer  says  pretax  i 
gins  average  10%,  and  are  impro 
as  volume  increases. 

If  Starbucks  hadn't  come  aroi 
Hopmayer  readily  admits  that 
company  would  be  long  gone,  i 
he  faces  an  interesting  dilemma.  V 
if  this  hot  concept  cools?  Or  Starb 
pressures  him  to  cut  his  prices? 
worst  of  all,  finds  a  new  supp 
Hopmayer  says  he  feels  like  a  par 
of  Starbucks  and  that  the  dependi 
doesn't  scare  him  anymore.  Still, 
developing  new  customers  sucl 
grocery  stores  and  company  cal 
rias,  which  don't  directly  com 
with  Starbucks. 

And  what  of  his  dad?  Eight  mo 
after  stepping  away  from  the  sc 
business,  Gary  Hopmayer  got  b< 
with  retirement  again.  With  the  b 
ing  of  neighbor  Richard  Mellr 
who  runs  the  big  Chicago  restau 
chain  Lettuce  Entertain  You,  he  s 
ed  up  a  new  business,  baking  brea< 
four  retail  shops  and  for  Chicago- 
restaurants.  The  Corner  Baker) 
the  company  is  called,  and  Ori§ 
American  Scones  now  freque 
work  together,  cross- marketing  < 
other's  goods. 

Says  Gary  Hopmayer:  "Now 
and  I  can  help  each  other  ou 
business  without  our  egos  gettin 
the  way." 
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Like  The  Rarest  Wines,  These  Cigars 
Do  Not  Come  Along  Every  Year. 


'you  have  searched  for  finer  and  finer 
mium  cigars  through  the  years,  you  are 
alone. 

he  same  quest  has  been  known  to  take 
n  across  oceans  as  well  as  continents  and 
i  moved  certain  connoisseurs  to  purchase 
ntations  all  their  own. 
;  has  also  consumed  the  passions  of  the  men 
vlacanudo  for  more  than  a  century, 
n  an  age  of  machines,  the  men  of  Macanudo 
re  gone  on  making  their  cigars  step  by  step  by 
id,  always  with  the  finest  tobaccos,  always 
;he  pursuit  of  perfection. 

Without  question,  their  crowning  achievements 
!  Macanudo  Vintage  Cabinet  Selection  cigars. 
Mintage  years  are  as  rare  for  fine  cigars  as  they 
'  for  fine  wines,  for  only  the  richest  of  harvests 
1  yield  some  tobacco  leaves  whose  qualities 
pass  the  grades  that  we  demand  for  other 
icanudo  cigars. 

)ur  long,  fine  filler  leaves  are  grown  in  the 
ribbean.  Our  dark,  supple  binder  leaves  are 
iwn  on  the  rich  San  Andres  tobacco  farms  of 
xico.  Our  distinctive,  costly  wrapper  leaves  are 
iwn  in  the  fertile  Connecticut  Valley.  Yet  even  in 
intage  year,  no  more  than  several  bales  of 
ves  are  worthy  of  a  Macanudo  Vintage 
binet  Selection. 


7-ego-*  0 


§To  enhance  the  inherent  superiority 
of  our  vintage  leaves,  our  master  cigar- 
makers  age  them  even  more  gradually 
than  they  age  our  other  tobaccos. 
The  leaves  are  aged  for  two  years  while 
still  in  their  bales.  As  they  are  carefully 
blended,  the  leaves  are  aged  again.  And  after 
the  leaves  are  finally  bound,  then  wrapped,  and 
appear  to  be  finished  cigars,  they  are  aged  once 
more,  this  time  in  a  room  of  Spanish  cedar.  Then, 
only  after  long  weeks  of  undisturbed  slumber,  the 
tobaccos  are  truly  married,  truly  one. 

A  limited  edition  by  nature,  each  Macanudo 
Vintage  Cabinet  Selection  in  its  hand-crafted 
cedar  cabinet  is  more  than  three  years  in  the 
making.  And  if,  from  time  to  time,  the  cigars  are 
not  as  readily  available  as  you  would  like,  their 
extraordinary  taste  and  aroma  will  soon  reward 
your  patience. 

For  the  location  of  the  tobacco  shop  nearest 
you  where  you  can  purchase  Macanudo  Vintage 
Cabinet  Selection  cigars,  simply  call  1-800-551-0520. 

At  long  last,  your  search  for  the  rarest  of  cigars 
will  have  come  to  an  end. 

Macanudo9  Vintage 
Cabinet  Selection 


6  YOUR  OWN  BUSINESS 


Calling  himself  the  "King's  Bursar,"  Minneapolis  lawyer 
Jules  Smith  Sr.  is  really  hauling  in  the  cash 
with  a  Renaissance  theme  fair. 

Ye  olde  money  pit 


By  Janet  Novack 

IT'S  an  autumn  morning  in  1537.  In 
the  village  of  Revel  Grove  a  festival  in 
honor  of  an  impending  visit  by  King 
Henry  VIII  is  beginning.  Despite 
overcast  skies,  a  crowd  of  excited  rev- 
elers eat,  drink,  watch  musicians  and 
jugglers  and  await  a  jousting  contest 
between  four  fully  armored  knights 
on  horseback. 


All  this  is  true  except  that  the  year 
isn't  really  1537  but  1993,  and  Revel 
Grove  isn't  in  Renaissance  England 
but  in  Crownsville,  Md.,  25  miles 
from  Washington,  D.C.  Welcome  to 
this  year's  Maryland  Renaissance  Fes- 
tival, an  eight-weekend,  17-day  fair 
brought  to  you  by  International  Re- 
naissance Festivals  Ltd. 


The  Renaissance  is  hot  stuff  tl 
days.  Across  the  country,  dozen 
independently  operated  Renaiss; 
"faires"  convene  throughout 
spring,  summer  and  fall.  "It's  the 
vaudeville,"  says  Jules  Smith  Sr.,  £ 
founder  and  the  principal  owne 
fair  producer  International  Rei 
sance  Festivals.  This  year  Smith's 


Jousting  at  Revel  Grove 

The  Renaissance  is  hot  stuff  these  days. 
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Take  a  fresh  look  at  our  country. 
Then  take  a  free  look  at  yours. 

Fly  South  African  Airways  on  business 
and  we'll  give  you  a  free  roundtrip  ticket 
anywhere  in  the  U.S. 

There's  never  been  a  better  time  to  see 
how  South  Africa  can  benefit  your  business, 
or  a  better  incentive  to  fly  there  with  us. 

If  you  fly  roundtrip  First  Class  or 
Business  Class  on  our  nonstop  service 
from  JFK  or  Miami,  we'll  give  you  a  free 
roundtrip  ticket  on  American  Airlines 
anywhere  in  the  continental  U.S.* 

Our  offer  is  good  through  March  31. 
But  the  impression  we  make  will  last  a  lot 
longer.  So  see  your  travel  agent  or  call 
SAA  at  1-800-722-9675,  and  let  us  show 
you  our  country. 

Then  feel  free  to  see  some  sights  of 
your  own. 

'Offer  cannot  be  combined  with  any  SAA  discounted  fare. 
Travel  must  originate  in  the  U.S. 


0 

A 

SOUTH  AFRICAN  AIRWAYS 


ABOVE  LEFT 

The  Globe  Theatre 
at  the  Maryland 
Renaissance 
Festival 

ABOVE  RIGHT: 

King  Henry  VIII 

RIGHT: 

A  roving  minstrel 
BELOW:  Selling 
garlands 
Scholars  may 
sniff  at  the 
"faire's" 

authenticity,  but 
the  crowds  love  it. 


considered  the  loss  an  investmen 
was  sure  it  would  work  eventua 
he  says.  Smith  and  one  partner  d< 
ed  to  stick  with  it. 

For  his  1978  fair  Smith  boostei 
outlays  for  advertising,  mostly  in  ] 
newspapers.  This  time  the  ads, 
word-of-mouth,  attracted  enc 
visitors  so  that  the  fair  broke  even 
continued  to  reinvest  big  chunt 
his  gate  receipts  in  marketing. 
1985  Rouse's  Columbia  began 
croaching  on  the  fairgrounds. 
Smith  moved  to  Crownsville,  w 
he  has  a  long-term  lease  on  300  a< 
including  85  acres  for  parking  am 
acres  that  have  been  developed  ir 
mock  Tudor  village  in  the  woods 
This  year's  fair  was  the  biggest 
cess  vet.  It  grossed  about  $3.5  mil 


drew  193,000  paying  customers  and 
grossed  about  $3.5  million,  making  it 
one  of  the  largest  fairs  in  the  nation. 

Jules  Smith,  63,  is  a  land-use  lawyer 
with  a  flourishing  practice  in  Minne- 
apolis. But  he  never  lost  his  student 
fascination  with  English  history,  espe- 
cially the  Tudor  period.  It  was  partly 
this  extracurricular  interest  that  led 
him  to  make  a  $6,000  investment  in  a 
Renaissance  fair  in  Minneapolis  in  the 
early  1970s.  He  later  sold  his  shares 
for  a  nice  gain,  but  found  he  liked  the 
business  so  much  that  in  1977  he 
decided  to  launch  a  Renaissance  fair 
of  his  own.  "It's  more  fun  than  law," 
he  says. 

Smith  knew  Rouse  Co.  founder 
James  W.  Rouse,  developer  of  Bos- 
ton's Faneuil  Hall  Marketplace  and  of 
Baltimore's  waterfront  Harborplace. 
Rouse  agreed  to  let  Smith  stage  his 
first  Renaissance  fair  on  some  land  in 
Rouse  Co.'s  then-new  city  of  Colum- 
bia, Md.,  between  Washington  and 
Baltimore.  Price:  10%  of  Smith's  gate. 

Smith  and  two  partners  put  up 
about  $40,000  between  them.  This 
was  a  low-overhead,  do-it-yourself 
production.  Smith  bought  a  barn  full 
of  wood  for  $100  and,  with  the  help 
of  his  three  oldest  sons,  started  build- 
ing a  Renaissance  village  in  his  drive- 
way in  Minneapolis  and  in  a  borrowed 
barn  nearby.  "I  worked  as  a  carpenter 
through  law  school,"  says  Smith. 
"I'm  an  inveterate  do-it-yourselfer." 

Piece  by  piece,  Smith's  village,  in- 
cluding food  booths  and  a  stage,  was 
trucked  to  a  field  in  Rouse's  Colum- 
bia development  and  assembled. 
Smith  hired  local  amateur  singers  and 
dancers,  as  well  as  a  few  now  famous 
acts,  including  magicians  Perm  and 


Teller  and  the  Flying  Karamazov 
Brothers,  a  comedy  juggling  act. 

Smith's  first  fair  ran  for  four  week- 
ends during  the  summer  of  1977  and 
drew  17,000  people  at  $3.75  a 
head — and  lost  $12,000.  But  Smith 


and  probably  netted  nearly  $750, 
pretax.  In  addition  to  the  admis 
price  ($10.95  for  adults;  $4.95 
kids  age  7  to  15;  younger  kids  fi 
the  average  visitor  now  spends  aro 
$10  on  ersatz  Renaissance  food 
"steak  on  a  stake";  over  the  cour: 
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Our  one-by-one  approach  to 
securing  your  financial  future 

gives  you  an  edge. 


Y  The  Principal  Edge: 

Processing  customers  by  the 
dozen. That's  how  most  companies 
today  provide  financial  services.  But 
Financial  Strategies^  from  The  Principal 
Financial  Group® takes  a  fresh  approach. 

Because  no  two  customers,  like  no  two  eggs, 
are  exactly  alike,  Financial  Strategies  lets  our 
representatives  focus  on  each  person's  unique 
financial  needs.  And  mold  our  products  around 
those  needs,  to  create  flexible,  custom-fit  solutions. 

Case  in  point:  Adjustable  Life.  As  your  life  changes, 
it  adjusts.  Raise  or  lower  your  premium  without 
reducing  the  amount  of  coverage.  Increase  or  decrease 
the  value  of  your  policy  anytime* 

Financial  Strategies  is  just  part  of  the  edge  we  deliver  to  millions 
of  customers.  One  at  a  time.The  Principal  Financial  Group, 
Des  Moines,  !A  50392-0150. 


thei 


The  financial  company 
that  gives  you  an  edge.8M 


Financial 
Group 


Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries, 
Des  Moines,  IA  50392-0150.  ©  1992  Principal  Mutual  Life  ins.  Co. 

•Increasing  the  amount  of  coverage  may  require  a  medical  exam. 


mm 


TING  YOUR  OWN  BUSINESS 


a  season,  the  fair  sells  40,000  smoked 
turkey  legs  at  $2.75  each.  Smith  gets 
about  $83,000,  or  10%  of  the  take, 
from  game  booths  and  those  food 
booths  that  he  doesn't  own;  another 
$64,000  a  year  comes  from  rent  paid 
by  128  local  craftsmen  who  have  built 
and  run  their  own  booths  on  the  site. 

Entertainment  in  Revel  Grove  is 
nonstop — everything  from  madrigal 
singers  to  daily  productions  of  Shake- 
speare's Twelfth  Night  to  the  Mud 
Show — where  three  "beggars"  tell 
crude  jokes  and  do  belly  flops  into  a 
vat  of  mud.  Some  of  the  period  details 
may  not  satisfy  scholars — Smith  exer- 
cises a  certain  license  in  mixing  medi- 


CLOCKWISE  (from  bottom  left): 

Jules  Smith;  sons  Marc,  Justin,  Jules  Jr. 
and  Adam,  with  fire-eater 
Proprietors  of  Revel  Grove. 


eval,  Renaissance  and  contemporary 
elements — but  the  public  doesn't 
seem  to  mind. 

Smith's  biggest  expense — about 
40%  of  the  $2.2  million  operating 
budget — is  starting.  When  it's  run 
ning,  the  fair  employs  about  300  peo- 
ple in  food  and  maintenance,  plus 
some  250  entertainers,  mostly  would- 
be  actors  whom  Smith  pays  between 
$65  and  $200  a  day.  The  big  acts  get 
more;  the  sword  swallow  cr,  for  exam- 


ple, draws  $18,000  a  season.  At 
beginning  of  each  season,  Smith 
most  of  a  $750,000  credit  line 
then  pays  down  the  line  as  ti 
receipts  mount.  Apart  from  this, 
company  has  no  debt. 

Smith  juggles  the  demands  of 
ning  both  the  fair  and  his  MinneJ 
law  practice  with  the  aid  of  four  o 
six  children.  Jules  Smith  Jr.,  35. 
been  International  Renaissance  1 
vals'  Lord  of  the  Realm,  or  get 
manager,  since  1986.  Brother  iV 
34,  is  in  charge  of  the  site  and  op 
tions.  Justin,  32,  manages  food 
beverage  operations.  Adam,  27, 
carpenter  and  sews  costumes.  As 
"King's  Bursar,"  the  senior  Si 
flies  to  Maryland  even,'  weekend 
ing  the  fair's  season  literally  to  c< 
the  money. 

Keeping  the  business  in  the  fa 
has  taken  a  bit  of  legal  jousting 
1984  five  passive  investors  trie* 
take  control  of  the  company, 
wasn't  about  to  be  a  minority  sr 
holder  and  do  all  the  work," 
Smith.  With  the  help  of  four 
investors — who  put  up  $320,00 
all — Smith  bought  the  old  group 

Then,  in  1986,  Jack  Sias,  the  o 
nal  partner  who  stuck  w  ith  the 
decided  to  launch  a  fair  of  his  ow 
Atlanta.  Smith  and  the  other  invei 
bought  him  out  of  International 
naissance  Festivals. 

Smith  now  owns  24%  of  the  M 
land  fair,  but  the  new  investo 
including  Minneapolis  develi 
Lawrence  Carlson,  w  ho  serves  as 
company's  chairman — can't  sell  t 
shares  to  outsiders,  or  pass  ther 
heirs.  An  agreement  calls  for  the 
to  buy  back  the  shares  at  a  price  si 
a  prearranged  appraisal  torn 
Eventually,  then,  the  Smith  fa 
will  own  die  fair  lock,  stock 
barrel. 

With  four  ambitious  sons  in 
business,  Smith  is  now  looking  f 
second  festival  location.  But  ti 
have  changed.  The  competitio 
fiercer,  the  audiences  more  dem; 
ing.  Smith  figures  a  new  fair  w< 
cost  $500,000  to  stage — it  w< 
start  smaller  than  the  Maryland  fa 
and  would  lose  $200,000  its  first  \ 
Says  Smith:  "You  can't  start  fairs 
you  used  to,  just  get  a  field  and  th 
together  a  few  booths."  The  Rei 
sance  just  isn't  what  it  used  to  be 
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Guaranteed  to  make  a  deep  impression 


Q 

IAILEY  BANKS  &  BIDDLE  OMEGA 

The  sign  of  excellence 


JEWELERS 


SINCE  1832 


©1993  Omegafa  division  of  £2l2/£f  (US)  Inc. 


The  animal  rights  activists  love  rabbit-friendly  Invitro  International, 
but  the  company's  stock  could  be  hazardous  to  your  health. 


Bunny 
money 


By  Nina  Munk 


Invitro  International  Chief  Executive  William  Fisher 
A  bubble  ready  to  burst? 


Animal  rights  activists  love 
liam  Fisher,  president  of  tiny  In 
International,  of  Irvine,  Calif.  Li 
for  example,  to  Holly  Hazard,  he; 
the  Doris  Day  Animal  League.  " 
like  many  individuals  in  corp< 
America,"  she  gushes,  "Bill  Fishe 
a  fundamental  belief  that  whai 
company  is  doing  is  the  ethical  t 
to  do." 

The  silly  statement  is  a  good  e: 
pie  of  the  animal  rights  crowd's 
esteem  for  business  people,  but  1 
ard  has  aggressively  lobbied  lawi 
ers  on  Fisher's  behalf.  Indication 
she  may  have  helped  Invitro  Int( 
tional  secure  U.S.  Departmen 
Transportation  approval  in  Apri 
the  company's  newest  product — 
rositex,  the  first  legal  substitute 
live  rabbits  in  testing  the  corro 
ness  of  chemicals.  The  testing  its 
required  by  Congress:  Since  Oc 
every  U.S.  company  has  had  to 
classify  and  label  any  potenially 
ardous  materials  it  transports,  acc 
Lng  to  stringent  United  Nai 
guidelines. 

News  that  the  Transportation 
partment  was  considering  appro 
Corrositex  started  Invitro's  stock 
steep  march  from  50  cents  a  sha 
over  $15  a  share  in  August.  Re 
price,  9%,  which  values  the  $1 .6 
lion  (latest  12  months'  sales)  coi 
ny  at  $102  million. 
'  What  exactly  does  Invitro  do 
makes  it  so  appealing  to  animal  ri 
people  and  financial  speculators 
far  Invitro  has  depended  on 
chemical  kits,  called  Eytex  and  J 
tex,  that  replace  traditional  test 
rabbits'  eyes  and  skin  to  test  for  cl 
ical  irritants.  Invitro's  customer: 
mainly  cosmetics  and  house-proc 
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the  world's  longest  range  airliner,  Airbus  Industrie  has 
grange  view  of  the  future. 

10  flies  further  than  any  other  jetliner  in  aviation  history.  It  can  fly  a  full  complement  of  passengers  for  over  16  hour; 
This  easily  covers  routes  such  as  New  York  to  Cape  Town  or  Frankfurt  to  Santiago.  The  A340  further  enhances  thi 
ily's  ability  to  match  all  market  needs. 


ORMATION  ON  AIRBUS  INDUSTRIE  PLEASE  WRITE  TO  COMMUNICATIONS  DEPARTMENT.  AIRBUS  INDUSTRIE  OF  NORTH  AMERICA.  S93  HERNDON  PARKWAY.  HERNDON.  VA  2207( 


The  Ultimate  Travel 
Experience 

THE  FORBES  FYI 

CONNOISSEURS'  TOUR  OF  SCOTLAND 

Exclusively  Designed  and  Operated  by 
Cable  &  Knight  Heritage  Tours 

DISCOVER  THE  HIDDEN  BEAUTY  OF  THE  SCOTTISH  COUNTRYSIDE. 

ENJOY  golf  played  on  the  courses  chosen  for  the  1 994,  1995  and  1997 
British  Open,  fly-fishing,  gourmet  dining,  stays  in  elegant  hotels  and  castles, 
distiller)'  tours  and  malt  whisky  tastings,  shopping  at  select  boutiques  and 
even  a  hot-air  balloon  tour. 

THIS  ONCE-IN-A-LIFETIME  EXPERIENCE  will  be  limited  to  24 
people,  so  reserve  early.  The  tour  also  makes  a  wonderful  holi- 
day gift  for  the  person  who  has  everything.  Priced  at  $7,500  to 
$15,000  per  person/double  occupancy. 

FOR  MORE  INFORMATION  PLEASE  CALL 
CABLE  &  KNIGHT  HERITAGE  TOURS 
AT  1-800-484-7382  (ACCESS  CODE  2439), 
201-447-1815  OR  DIAL  1-800-234-8993 
TO  RECEIVE  INSTANT  INFORMATION  BY  FAX. 


SITTING  ON  A 
TAX  WRITE-OFF? 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide  to 
learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


Call  (708)  690-0010 

P.  O.  Box  3021,  Glen  Ellyn.  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today... student  opportunity  tomorrow 


companies,  such  as  Helene  Curta 
waxmaker  S.C.  Johnson,  that 
stopped  using  tests  on  live  rab 
But  Fisher  admits  this  is  not  a  1 
market  and  hopes  the  company 
justify  its  amazing  market  value 
the  new  Cqrrositex  product. 

Invitro  has  a  checkered  pas 
dates  back  to  1985,  when  Chr 
pher  Kelly,  then  a  38  year-old  cl 
ist  and  entrepreneur,  backed  Virj 
Gordon,  a  chemist  with  an  idea  ft 
eye  test  that  wasn't  pertormec 
rabbits.  By  1990  the  company 
duced  a  small  profit  on  sales  of 
million.  In  May  1991  Kelly  sold 
of  Invitro  to  the  public  for  $4. 
share.  For  an  underwriter  he  c 
the  penny-stock  hustlers  know 
Stratton  Oakmont  Inc.  (Forbes,; 


Rather  than  worry 
about  Invitro's  inflate 
stock,  Fisher  is  busy  ti 
ing  to  produce  profits 


7,  1993;  Oct.  14,  1991). 

With  $7.7  million  in  the  corp< 
till,  Kelly  began  throwing  the 
around,  buying  equipment  capab 
handling  as  much  as  $50  millic 
sales.  But  rather  than  grow  expo 
tially,  Invitro's  sales  were  flat;  pr 
disappeared  and  the  company 
tered  on  the  brink  of  insolvency 
Kelly  turned  to  Bill  Fisher,  a  coi 
tant  who  earlier  had  helped  Kelly 
around  and  sell  another  testing  f 

Fisher,  now  50,  conducted  his 
research  of  the  market  for  Invi 
Eytex  and  Skintex  products  and 
cided  the  potential  was  much  less 
Kelly  had  assumed.  "They  only  h 
the  noise  coming  from  the  picket 
animal  rights,'"  says  Fisher  of  1 
and  his  team. 

Fisher  decided  to  push  the  cor 
ny  toward  the  regulatory  market 
keep  Invitro  afloat,  he  also  curt; 
Kelly's  spending  and  fired  half  of  ] 
tro's  work  force. 

Meanwhile,  Kelly  tried  to  save  ] 
tro  by  recapitalizing  it  with  a  sea 
ary  equity  offering  led  by  Stra 
Oakmont.  But  in  early  1992  the  S 
rities  &  Exchange  Commis 
charged  Stratton  Oakmont  with  s 
rities  fraud,  and  Invitro's  secon 
offering  went  down  the  drain. 
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UP  &  COMERS 


By  October  1992  Invitro  was  days 
away  from  bankruptcy.  In  a  last-ditch 
effort,  Fisher  borrowed  $1.7  million 
from  an  investor  group,  which  also 
received  one-third  of  Invitro's  equity. 
Kelly  stalked  off,  leaving  Fisher  in 
charge.  Virginia  Gordon  stayed  on  as 
head  of  R&D. 

Bad  timing  on  Kelly's  part.  Since  he 
left,  Invitro's  market  cap  has  grown 
by  nearly  $100  million. 

Could  the  company — any  compa- 
ny— possibly  be  worth  62  times  its 
revenues?  Donald  Porter,  who's  been 
touting  Invitro  since  February,  thinks 
it's  still  a  bargain.  Until  recently,  Por- 
ter, who's  head  of  research  at  Lew 
Lieberbaum  &  Co.  in  Garden  City, 
N.Y.,  was  predicting  Invitro  would 
report  a  small  loss  for  fiscal  1993 
(ended  Sept.  30),  versus  last  year's 
loss  of  $5  million,  and  would  earn  $  1 0 
million  ($1 .25  a  share)  on  sales  of  $25 
million  in  fiscal  1994.  As  the  stock 
came  down  in  mid-November,  so  did 
Porter's  forecasts — to  a  loss  of  about 
$3.5  million  for  fiscal  1993,  and  prof- 
its of  up  to  $4  million  next  year. 
Porter  goes  on  to  predict  that  earn- 
ings could  more  than  double  in  fiscal 
1995,  to  as  much  as  $10  million. 

"There's  no  question  this  is  a  big 
one,"  says  Porter,  who  suggests  that 
Invitro  could  be  another  U.S.  Surgi- 
cal or  Microsoft. 

But  Porter,  like  Invitro,  has  a  color- 
ful past.  A  stockbroker  until  recently, 
he  has  a  long  record  with  the  National 
Association  of  Securities  Dealers  that 
includes  complaints  against  him  of 
unauthorized  trading  and  selling  of 
unregistered  securities.  His  current 
employer,  Lew  Lieberbaum  &  Co., 
has  been  fined  twice  and  censured  by 
the  nasd  for  selling  securities  at  exces- 
sive markups  and  failing  to  supervise 
its  brokers'  activities. 

Rather  than  worry  about  the  bub- 
ble Invitro's  stock  is  making,  Fisher  is 
sensibly  trying  to  produce  some  prof- 
itable revenues  with  a  new  product 
called  Ecotox.  It  will  measure  toxic 
wastes  in  a  factory's  discharge  and, 
Fisher  hopes,  do  away  with  the  Envi- 
ronmental Protection  Agency's  test 
that  checks  for  dangerous  effluents  by 
counting  dead  fish.  Perhaps  Invitro  is 
indeed  "a  big  one"  in  the  making. 
More  likely,  its  bubble  will  burst  and 
its  stock  certificates  will  some  day  be 
ct  for  wrapping  dead  fish.  WM 


Fate  dealt  young  Mike  Stephens  a  terrible  blow. 
It  was  the  inauspicious  start  of  his  rise  to  fortune. 

"Why  me, 
why  me?" 


By  William  Stern 

On  A  muggy  June  afternoon  in  1970, 
Michael  Stephens,  then  26  and  a  mar- 
keting rep  for  Prentice  Hall,  was 
hanging  out  at  the  pool  at  the  Cliff 
Terrace  apartment  complex  in  Bir- 
mingham, Ala.  "I  went  to  dive  in,"  he 
recalls,  "slipped  on  the  concrete  and 
slammed  into  the  bottom.  Mv  hands 


hit  first,  then  I  smacked  the  top  ( 
head." 

Stephens  broke  his  neck,  paral) 
him  from  the  chest  down.  His  do 
told  him  he'd  never  w  alk  again  ai 
he  was  lucky,  he  might  regain  p 
use  of  his  arms. 

The  doctors  were  wrong.  T 


ReLife,  Inc.  Chairman  Michael  Stephens 

with  prized  Arabian  horse 

"I  was  always  a  very  physical  person." 
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the  only  visible  reminder  of  his  acci- 
dent is  a  slight  limp.  That  and  ReLife, 
Inc.,  a  $57  million  (1992  revenues) 
rehabilitation  firm  he  started  in  1987. 

After  his  accident,  Stephens  spent 
six  weeks  in  traction  at  University 
Hospital  in  Birmingham.  "I'd  stare  at 
the  ceiling  for  four  hours,  then  they 
(lipped  me  over  and  I'd  stare  at  the 
floor.  I  had  a  lot  of  hours  to  think. 
Why  me?"  Self-pity  gave  way  to  fear. 
"I  was  always  a  very  physical  per- 
son .  .  .  [now]  I  was  weak,  and  I  had 
the  fear."  But,  in  the  end,  the  fear 
gave  way  to  determination. 

After  three  weeks  he  began  wig- 
gling his  toes.  Three  months  after 
entering  the  hospital,  he  hobbled  out. 


After  earning  his  master's  degree  in 
1975,  he  was  named  executive  direc- 
tor of  the  hospital.  A  short  five  years 
after  his  accident,  at  31,  Stephens  was 
in  charge  of  a  rehab  center. 

Over  the  next  ten  years;  Stephens 
turned  little  Lakeshore  into  a  model 
laboratory  for  his  ideas  about  rehabili- 
tation. Remembering  his  own  diffi- 
culties coping  with  a  return  to  normal 
life,  Stephens  introduced  do/ens  of 
rehabilitation  services,  including 
speech  therapy,  a  recreation  program 
and  psychological  counseling.  He 
also  started,  in  1984,  a  for-profit  sub- 
sidiary with  outpatient  services  like 
job  training  to  help  case  the  transition 
for  rehab  patients. 


A  therapy  session  at  a  ReLife  rehabilitation  center 

As  a  patient  progresses  and  requires  less  care,  the  cost  goes  down. 


But  his  troubles  weren't  over.  He  was 
weak,  irritable,  angry  and  unable  to 
work.  "No  one  guided  me,"  he  re- 
calls. "There  was  no  social  or  psycho- 
logical counseling."  His  marriage 
soon  began  to  fall  apart. 

Again,  the  determination  that  dis- 
proved his  doctor's  dire  prognosis 
saved  him.  He  forced  himself  to  go 
back  to  school  at  the  University  of 
Alabama  at  Birmingham  to  study  hos- 
pital administration.  As  part  of  his 
training  he  was  assigned  to  a  tempo- 
rary stint  at  Lakeshore  Hospital,  a  14- 
bed  nonprofit  Birmingham  rehab  fa- 
cility. At  first  he  balked  at  returning  to 
the  handicapped  world,  but  he  soon 
decided  to  confront  his  fear  head-on. 


Stephens  wasn't  simply  an  altruist. 
Realizing  there  was  money  to  be 
made  from  rehab,  in  1987  he  raised 
$1 .6  million  from  local  investors,  bor- 
rowed $100,000  himself,  and  bought 
out  Lakeshore  \s  growing  for-profit 
subsidiary.  He  retained  a  manage- 
ment contract  for  the  nonprofit  side. 

Now  Stephens  was  really  roiling. 
He  began  taking  on  management 
contracts  at  rehab  centers  in  Alabama 
and  surrounding  states,  and  by  1990 
he  was  running  1 1  rehabilitation  cen- 
ters with  a  total  of  401  beds.  That  year 
the  firm  took  in  revenues  of  $17 
million  and  turned  its  first  profit. 

Today  ReLife  runs  40  rehab  facili- 
ties, primarily  in  the  Southeast,  pro- 


viding services  that  will  take  a  pal 
from  a  comatose  state  back  to  a 
mal  life.  Veteran  stock  car  driver  I 
by  Allison  spent  eight  weeks  in  a 
at  Lakeshore  alter  suffering  a  cnl 
leg,  hip,  arm,  shoulder  and  pelvi 
well  as  brain  damage,  in  a  nasty 
dent  on  the  first  lap  at  Pocono  Ii 
national  Raceway  in  19X8.  Alii 
whose  driving  career  w  as  ended  b 
injuries,  got  not  only  his  body  bJ 
shape  at  Lakeshore  but  his  psvel 
well.  In  1990  he  returned  to 
racing  world  as  the  manager  ot 
Bobby  Allison  Motorsports  Ra 
Team.  Says  Allison:  "Mike  Stepl 
and  his  folks  fixed  me  up  good  anc 
me  back  out  there — mentally 
physically." 

ReLife  flourishes  in  good  part 
cause  its  rehab  programs  are  chc 
:  than  hospital  rehab  programs.  11 
because  as  the  patient  progressc 
his  rehabilitation — and  requires 
care — the  daily  cost  drops.  Many 
pitals  are  still  forced  to  keep  pad 
in  intensive  care  at  a  cost  of  ii] 
$5,000  a  day  simply  because 
don't  have  rehabilitation  centers. 

ReLife \s  tight  focus  on  rehab] 
don  has  also  yielded  treatment 
grams  that  speed  the  rehabilita 
process.  A  ReLife  patient  with  a  t 
matic  brain  injury,  for  exampli 
released,  on  average,  alter  abouj 
days — almost  two  weeks  faster  i 
the  national  average.  Result:  RcL 
among  the  lowest-cost  provider 
rehabilitation  toda\ . 

In  1991  Stephens  took  Birm 
ham-based  ReLife  public,  raising 
million  by  offering  the  public  21 
the  company.  The  following  yea 
partly  cashed  out  in  a  $33  mil 
secondary  that,  among  other  thi 
put  $5.4  million  into  his  pocket, 
retained  about  25%  of  the  comp 
with  a  paper  value  of  S24  million 
Mike  Stephens  is  an  intense  n 
not  the  sort  who  relaxes  easily,  bu 
does  escape  to  his  60-acre  Restit 
Ranch  in  Indian  Springs,  Ala.  to  I 
train  and  ride  the  Arabian  horse 
breeds  there.  "I've  always  been  cl 
petitive — from  learning  to  w  alk  ai 
to  building  my  company  or  h 
breeding,"  he  says.  He  has  all 
simply  because  he  refused  to  suri 
der  to  self  pity  or  to  give  up  after 
struck  him  a  blow  that  might  1 
destroyed  another  man. 
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RICHARD  PAYNTER 

ATTORNEY  AT  LAW 


'  NN.  ROTH.  PAYNTER  &  FACTOR 


I  call  Jane  my  family  doctor  of  financial  services 


PARK  AVENUE 
NEW  YORK.  NEW  YORK  10022 


(212)  555-7889 


Merrill  Lynch 


Jane  Frances  E.  Halloran 
Financial  Consultant 


Private  Client  Group 

World  Financial  Center 
South  Tower 

New  York,  New  York  10081) 

1-800-837-7455 


V 


/AW 


Access  to  Specialists. 

Merrill  Lynch  is  a  full-service  firm.  That  means  that  through  your 
Financial  Consultant  you  get  access  to  a  wide  range  of  specialists  at  no 
additional  cost.  Can  your  brokerage  firm  say  that?  For  a  brochure  on  how  we 
can  make  a  difference,  call  1-800-637-7455,  ext.  FC. 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


Merrill  Lynch,  Pierce.  Fenner  K.  Smiih  Inc  Member  SIPC 


i  private  life,  most  people  act  like  socialists.  Trouble 
comes  when  someone  tries  applying  the  same 
values  through  a  political  bureaucracy. 

Was  Adam  Smith 
a  closet  socialist? 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is  an  economist 

and  a  senior  fellow  at  the  Hoover  Institution 

in  Stanford,  Calif. 


Staunch  free-market  economist 
though  he  is,  Professor  Walter  Wil- 
liams has  admitted  that  his  own  house- 
hold operates  on  the  principle  of  com- 
munism: "From  each  according  to  his 
ability,  to  each  according  to  his  needs." 

Although  Professor  Williams  has 
publicly  denounced  the  very  idea  that 
the  government  should  take  a  dime  of 
his  money  and  give  it  to  anyone  else, 
in  his  private  life  he  has  given  both 
money  and  time  to  all  sorts  of  people. 

Adam  Smith  himself,  patron  saint  of 
laissez-faire  economics,  was  discovered 
after  his  death  to  have  secredy  made 
many  charitable  contributions,  much 
beyond  what  would  have  been  expect- 
ed from  his  financial  situation,  as  well  as 
from  his  principles.  He  also  spent  much 
time  helping  a  blind  young  man  to 
prepare  for  an  intellectual  career. 

The  late  Professor  Friedrich  Hayek, 
another  giant  in  the  history  of  free- 
market  economics,  argued  that  we  are 
all  believers  in  altruistic  tribal  values 
in  our  private  lives — and  that  social- 
ism is  essentially  the  belief  that  these 
values  can  be  applied  politically  to  a 
complex  economy. 

In  other  words,  we  are  all  closet 


socialists  at  heart,  though  some  of  us 
believe  that  it  would  be  disastrous  for 
a  whole  society  to  come  out  of  the 
closet  and  try  to  apply  these  primitive 
tribal  values  through  a  political  bu- 
reaucracy in  a  modern  economy  and 
mass  society. 

Still,  these  tribal  ideals  continue  to 
have  a  powerful  influence  today — and 
all  across  the  political  spectrum.  Die- 
hard conservatives  are  busy  redistrib- 
uting their  own  incomes  while  they 
denounce  the  idea  of  a  redistribution 
of  income.  The  rise  of  conservative 
think  tanks  all  across  the  United  States 
and  as  far  away  as  Australia  owes  much 
to  the  generosity  of  these  people. 

Despite  those  who  equate  free -mar- 
ket economics  with  "greed, "  the  hey- 
day of  laissez-faire  economics  in  the 
19th  century  also  saw  an  unprecedent- 
ed outpouring  of  private  philanthropy. 
Moreover,  the  "materialistic"  Ameri- 
cans are  unique  in  die  many  academic, 
medical  and  other  institutions  founded 
and  sustained  with  private,  voluntary 
contributions.  These  contributions  ac- 
celerated to  another  all-time  high  dur- 
ing the  1980s,  the  "decade  of  greed," 
according  to  the  political  left. 

Words  like  "compassion"  are  used 
by  those  on  the  left  as  if  such  words  and 
such  thoughts  were  their  copyrighted 
private  property.  Yet  diere  is  not  a 
speck  of  evidence  that  compassion  is 
any  more  common  in  one  part  of  die 
political  spectrum  than  another. 

At  various  junctures  in  history,  liber- 
als, socialists  and  others  on  the  left  have 
taken  the  lead  in  particular  humanitar- 
ian crusades.  The  civil  rights  efforts  of 
the  1950s  and  1960s  are  an  obvious 
example.  But  it  is  equally  true  that,  at 
other  junctures,  conservatives  have 
championed  humanitarian  causes. 


One  of  the  most  remarkable 
manitarian  causes  in  history  \va 
crusade  to  abolish  slavery  aroum 
world.  It  is  seldom  even  disci 
today  how  this  inhuman  institu 
which  existed  on  all  continents 
lasted  for  thousands  of  years, 
destroyed  over  most  of  the  p 
within  a  period  of  about  one  cen 

It  all  began  with  a  small  grot 
very  conservative  religious  peop 
England.  Had  the  phrase  "the 
gious  right"  existed  at  that  tin 
would  certainly  have  applied  to  t 
Rush  Limbaugh  would  be  to  th 
of  these  people. 

Bishop  William  Wilberforce 
the  leader  of  this  group,  which 
known  as  the  Clapham  sect  be< 
they  often  met  at  the  Clapham  c 
of  Henry  Thornton,  a  staid 
wealthy  banker  and  one  of  the  1 
mark  figures  in  the  developing 
monetary  economics. 

Hard  as  it  is  to  transport  ours 
back  to  another  time  and  am 
universe  of  the  mind,  we  must  rc 
that  slavery  was  so  widely  acc« 
among  peoples  all  over  the  planei 
even  an  attempt  to  bring  the  inti 
tional  trade  in  human  beings  to  j 
was  considered  Utopian,  and  the 
of  abolishing  slaverv  itself  was  co 
ered  out  of  the  question. 

Wilberforce  and  Thornton  i 
the  abolition  of  the  international 
trade  their  objective — and  afte 
years  of  repeated  defeats  in  parlian 
they  finally  won,  when  a  bill  ban 
the  international  slave  trade  in 
British  Empire  was  passed  in  180 

Although  this  bill  simply  abol 
the  trading  of  slaves,  it  was  in  fac 
beginning  of  the  end  of  slavery 
around  the  world.  The  long  camj 
lor  abolition  of  die  slave  trade  igni 
moral  revulsion  against  slavery  itsel 
spread  throughout  Western  chiliza 
and  the  spread  of  European  imperii 
led  to  the  abolition  of  slavery  in  i 
non-Western  societies  as  well. 

There  is  no  need  to  attempt 
impossible  task  of  determining  wl 
er  people  of  one  political  persu; 
rather  than  another  have  done  i 
humanitarian  things,  especiall 
judged  by  results  rather  than  ir 
tions.  The  real  question  is  how  ma 
our  humanitarian  instincts  can  b< 
plied  in  the  world  of  today  wit 
creating  more  disasters. 
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The  Small  Batch  bourbon  Story. 

HISKEY  AS  IT  USED  TO  BE.  WHISKEY  AS  IT  WAS  MEANT  TO  BE. 


The  roots  of  small  batch  bourbon  go  back  through  several  generations.  To  a  time  when  each  family  had  its  own  recipe  that  was 
i  a  ins  takingly  distilled  in  small  batches.  **<  Today,  small  batch  bourbons  stand  above  other  bourbons  because  they're  still  made  the 
\ame  way  —  in  small  batches  using  time-honored  recipes  that  ensuredistinct flavor  and  character  TheKentucky  Bourbon  Circle 
-eks  out  exemplary  bourbons  —  those  with  one-of-a-kind  flavor,  body  and  smoothness.  To  help  acquaint  you  with  a  few  of  the  finest, 
ve  provide  this  guide.  But  please  keep  in  mind  that  with  bourbon  this  exceptional,  what  matters  most  is  your  personal  taste. 


Booker  Noe,  grandson  of  Jim  Beam, 
makes  the  absolute  best  bourbon  you'll 
ever  find.  It  is  called  simply  Booker's 
Bourbon,  and  until  recently,  was  reserved 
for  his  private  stock. 

Booker  ages  his  bourbon  six  to  eight 
years.  Only  when  the  bourbon  meets  his 
personal  taste  test  is  it  bottled  by  hand, 
straight  from  the  barrel,  uncut  and 
unfiltered,  at  its  natural  proof  of  121 
to  127.  You'll  find  the  bourbon's 
precise  age  and  proof  hand-stamped 
on  the  bottle. 

We  suggest  you  en-k 
joy  Booker's  straight 
or  as  Booker  does, 
"over  ice  or  with  a 
splash  of  branch  water." 


Master  Distiller 
Booker  Noe, 
grandson  of 
Ik  the  venerable 
~v     Jim  Beam. 


Knob  Creek  is  a  rare  bourbon  named 
after  a  tiny  stream  flowing  deep  in 
the  Kentucky  hills.  It  offers  a  full 
flavor  mellowed  by  nine  years  of 
aging  in  specially  charred  barrels. 

During  those  nine  years,  the 
bourbon  "marries" 
with  the  caramelized 
oak  sugars  beneath 
the  barrel's  charred 
inner  surface,  bless- 
ing it  with  a  rich, 

At  the  cooperage, 
amber  color,  -white  oak  barrels 

are  slowly  seared 
a  perfect  balance      then  flash-fired 
for  deeper,  more 

tO  the  robust  flavor  of  the  grain.  enriching  aging. 

Easing  the  cork  from  a  bottle  of  Knob  Creek 
leads  you  to  deep,  rich  flavor  followed  by  a  deli- 
ciously  warm  afterglow-a  sign  of  exquisite  bourbon. 


•  t;NTii<:j, 


When  Basil  Hayden  began  distilling 
irbon  in  1796,  he  probably  did  not 
iw  that  he  was  founding  a  two-century 
icy.  But  his  recipe  calling  for  more 
ill  grains  (rye  and  barley)  delivers  a 
et,  light  flavor  that  many  of  today's 
irbon  drinkers  favor  as  the  mark 
i  fine  whiskey. 

Eight  years  of  aging  mellows 

this  fine  bourbon  before 
it  is  hand-bottled  at  a 
kindly  80  proof.  If  you 
are  new  to  small  batch 
bourbon  or  simply  enjoy 
a  light-bodied  whiskey, 
Basil  Hayden's  delivers 

ntageof  .  ,  , 

gramslrye  JUSt  what  yOU  re 

arleyjfor  ,       .  .  c 

■erflavor  looking  tor. 


BO 


Baker  Beam  believes  that  bourbon 
secrets  are  better  sealed  into  bottles  than 
spilled  into  print.  So  we  could  only  pry 
out  of  him  one  family  secret  that  goes 
into  Baker's  famous  bourbon.  And  that's 
the  strain  of  jug  yeast  developed  long 
ago  and  carefully  maintained 
all  these  years. 

Baker's  particular 
strain  of  yeast  helps 
produce  a  full,  balanced 
,.  flavor  that  softens  and 

I  he  generations-old 

strain  of  jug  yeast    matures  through  Seven 
that  Baker  keeps 

'athom?'"'"1      yeafS  °f  aS'n8-  T°  dis" 

cover  more  of  Baker's  bourbon  secrets, 
let  just  a  touch  sit  on  your  tongue, 
savor  it  with  water  or  enjoy  it 
however  you  take  your  bourbon. 


Join  the  Kentucky  Bourbon  Circle  and  receive  our  newsletter  covering  events,  reviews  and  the  history  of  ultra-premium  bourbons. 
Just  send  your  name  and  addre- 1  to:  Kentucky  Bourbon  Circle,  P.O.  Box  One,  Clermont,  K  Y  40110-0001.  Open  to  people  age  21  or  older. 
MAKE  RESPONSIBILITY  PART  OF  YOl  !R  ENJOYMENT.  Small  Batch  Kentucky  Straight  Bourbon  Whiskey's  ©1993  Kentucky  Springs  Distilling  Co..  Clermont,  KY. 


w&zm 


The  Antinori  family  has  been  making  wine 

for  over  600  years.  That  hasn't  kept  Piero  Antinori 

from  being  ahead  of  his  time  in  the  business. 

"I  want  to  do 
the  same  for 
my  daughter55 


By  Rita  Koselka 


Marchese  Piero  Antinori 

Despite  his  pedigree,  he  broke  from  tradition  to  create  innovative  wines. 


Piero  Antinori,  55,  selects  se 
dirt-encrusted  bottles  of  wine 
the  cellar  deep  below  his  12th-c< 
ry  castle  southwest  of  Florence, 
a  simple  lunch  of  lamb  and  pasta 
basil  and  plum  tomatoes,  And 
the  manager  of  this  vineyard,  R 
Cotarella,  and  a  reporter  try  se 
bottles.  With  each,  Antinori  ree 
comments  to  the  vineyard  manaj 
what  he  likes,  what  needs  more  aj 
which  doesn't  show  much  poten 

This  is  the  man  who,  more  thai 
other,  has  put  Italy  into  compet 
with  France  as  a  producer  of  pi 
um-priced  fine  wines.  Antinori 
over  the  family  wine  business  froi 
father  in  1966.  He  was  just  28,  bi 
could  see  that  with  Italian  labor 
rising  and  the  lira  strengthening 
Antinoris  could  not  go  on  se 
spaghetti-eaters'  wines  cheaply 
the  export  market. 

Antinori  pushed  for  stronger  q 
ty  rules  for  Italian  wines,  particu 
Chianti,  which  represents  the  lai 
portion  of  his  sales.  These  rule 
classifications,  limited  the  grape 
per  hectare  and  the  amount  of  v 
grapes  used  in  Chianti,  for  exan 
The  stricter  regulations  reduced 
amount  of  wine  produced,  impro 
the  image  of  Italy's  wines  and  al 
ing  premium  pricing. 

It  worked.  The  prices  of  It 
wines  have  doubled  over  the  lasl 
cade,  with  the  average  bottle  reta 
at  $8  today,  while  French  prices 
increased  only  30%  wholesale  in 
same  period,  according  to  the  1 
Business  Insider.  It  is  not  unusual 
to  find  a  bottle  of  Italian  wine  pi 
at  $65. 

Antinori  realized  that  traditi 
Italian  wines  such  as  Chianti,  n 
with  sangiovese  grapes,  and  1 
white  wines,  made  with  mab 
grapes,  would  never  appeal  to  sof 
ticated  wine  drinkers  who  find  t 
too  thin,  too  acidic  and  lacking  c 
acter.  So  Antinori  and  his  rev< 
winemaker,  Giacomo  Tachis,  I 
65,  began  experimenting  outside 
Italian  wine  classification  system. 

In  1971  Antinori  prodi 
Tignanello,  a  mixture  of  sangio 
and  cabernet  sauvignon.  It  was  a 
tershed  event  in  Italian  winemak 
producing  a  category  of  wines  i 
known  as  the  Super-Tuscans.  1 
retail  between  $40  and  $65  a  bo 
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s  rare  today  as  a  communications  manager  who  doesn't  use  Source. 

The  fact  is,  it's  easy  to  get  left  behind  in  today's  fast-paced  world  of  communications.  That's  why  Source  has  become  the  overwhelming 
lice  of  communications  managers  from  coast  to  coast.  With  the  largest,  most  extensive  inventory  of  communications  equipment  in  the 
ustry,  Source  has  what  you  need.  When  you  need  it.  Source's  proprietary  bar  coding  system  allows  you  to  access  and  track  all  Source 
lipment.  That  means  service  within  hours  instead  of  weeks.  So  if  you're  one  of  the  few  communications  managers  out  there  still  not  using 
iree,  it's  time  to  get  with  it.  Call  Source  right  now.  1-800-624-6348. 


jrce,  Inc.  1993 


Antinori 


compared  with  $7  for  Amnion's  nor- 
mal Chianti  or  $25  for  his  best.  These 
wines  are  now  considered  the  best 
produced  in  Italy. 

When  he  took  over  the  business  it 
was  a  small  outfit,  doing  around  $3 
million  a  year;  today  it  does  over  $70 
million.  On  that  modest  volume  An- 
tinori  earns  20%,  or  close  to  $14 
million,  a  year  before  interest  and 
taxes.  Where  his  average  price  per 
bottle  was  around  $4,  it  is  now 
around  $14. 

That  is  a  considerable  achievement 
at  a  time  when  many  other  places  were 
elbowing  their  way  into  the  premium- 
priced  end  of  the  global  wine  market: 
California,  Australia,  Spain. 

For  Antinori,  who  is  wealthy  inde- 
pendently of  his  wine  business,  estab- 
lishing Italian  wines  in  the  world  mar- 
ket is  a  combination  labor  of  love  and 
noblesse  oblige.  The  family  has  been  in 
the  wine  business  since  at  least  1385, 


ABOVE: 

Antinori  with  his 
daughter  and 
successor,  Albiera, 
testing  wines 
Training  the  next 
generation  to  con- 
tinue a  600-year 
family  tradition. 

LEFT: 

The  12th-century 

Castello  della  Sala, 

near  Orvieto 

An  atmospheric 

place  to  grow  great 

chardonnay. 


when  Giovanni  di  Piero  Anti- 
nori became  an  apprentice  in  the  Vint- 
ners Guild  in  Florence.  Friends  of  the 
Medici  family,  the  Antinori  family  has 
long  been  part  of  Florentine  aristocra- 
cy. One  of  the  Antinoris  served  on  the 
council  that  voted  to  burn  reformist 
leader  and  monk  Savonarola  at  the 
stake  in  1498  for  sedition  and  heresy. 
Odiers  were  silkmakers,  bankers,  am- 
bassadors and  politicians.  The  title 
marcbese came  in  the  1860s  for  Niccolo 
Antinori's  efforts  to  unify  Italy. 

Just  yards  from  Florence's  pepper- 
mint-stick-colored cathedral  stands 
the  family  homestead,  the  Palazzo 
Antinori,  built  in  1506.  It  is  the  fami- 
ly's residence  and  its  business  head- 
quarters, and  it  houses  one  of  the 
most  popular  restaurants  in  Florence, 
La  Cantinetta  Antinori,  a  showcase 
for  Antinori  wines. 

While  Piero  Antinori  has  kept  his 
company  independent  in  the  lace  of  a 


worldwide  trend  toward  const: 
tion  in  the  spirits  industry,  he  < 
close  at  one  point  to  joining  it.  A 
new  wines  and  wine  classifica 
came  on,  Antinori  felt  he  ne 
more  controi  of  his  grape  qualit} 
supply,  so  he  bought  up  gro 
properties.  The  luncheon  site, 
tello  della  Sala,  a  1,160-acre  e 
capped  by  a  crumbling  12th-cei 
castle,  in  Umbria,  near  Orvieto, 
hour's  drive  from  Rome. 

Buying  the  properties,  mode 
ing  production  and  developing  \ 
distribution  uses  lots  of  cash.  In 
Antinori  brought  in  outside  capil 
selling  49%  of  the  firm  to  the 
brewer  Whitbread.  He  also  use< 
money  to  buy  out  his  siblings'  sh; 
the  business. 

But  he  was  never  comfortable 
a  huge  company  as  partner.  "Ant 
was  too  small  a  part  of  Whitbre; 
get  a  lot  of  attention,"  he  explain: 
knew  Whitbread  was  discussing 
ing  its  wine  distribution  busine 
Allied-Lyons,  which  would  give 
even  less  influence  in  the  marked 
his  product.  In  1991  Antinori 
rowed  around  $35  million 
bought  back  the  Whitbread  s 
The  business  is  now  mostly  all  hi 

With  a  recession  in  Europe  ani 
U.S.,  and  with  wine  snobbery  s< 
what  in  eclipse,  price  resistan 
growing  at  the  top  end  of  the  ma 
Antinori  has  responded  by  incre; 
his  offerings  of  wines  for  arount 
His  success  in  this  middle  of  the 
ket  will  bring  him  sales  grow  th  ol 
this  year  in  spite  of  the  recession 

He  is  also  coppering  his  bets.  I 
now  Latin  American  producers 
Chileans  in  particular,  are  in  the 
price  end  of  the  market,  but  the 
upgrading  their  product.  Antinoi 
invested  in  a  Chilean  vineyard,  as 
as  bought  5%  of  California  villi 
Atlas  Peak,  which  produces  a 
reviewed  wine  made  from  the  It 
sangiovese  grape.  He  has  a  28%  < 
ership  stake  in  a  Hungarian  vine] 

Keeping  the  business  in  the  fa: 
he  is  getting  ready  to  pass  the  bat< 
his  29 -year-old  daughter,  Alt 
who  has  been  working  in  the  bus 
for  the  last  five  years.  "My  father 
me  the  opportunity  to  create 
company  as  I  wanted  when  I  was  < 
voting,"  he  explains.  "I  want  ti 
the  same  for  my  daughter." 
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0        R        K        E        R         S  COMPENSATION 


jiven  the  state  of  workers 
"ipensation  costs,  the  most 
uished  cries  of  pain  fre- 
intly  emanate  from  the 
:es  of  CFOs. 

3ut  ITT  Hartford  has  pio- 
:red  a  remarkable  cure, 
re  than  a  program,  our  con- 
jum  of  care  philosophy 
^grates  every  aspect  of 
kers  compensation,  from 
vention  to  early  interven- 
i  to  accelerated  return- 


identify  and  reduce  potential 
hazards  in  the  workplace. 


=000= 


compensation 


^  to-work.  In 
COMPREHENSK'E 

\NAGED  so  doing,  it 

:are  canrpto 

TOOACH  avo,dupto 

NEKS  COSTS  28%  of  workers 
ILE  RAISING 

E LEVEL 

7 care:  cos-'andactu- 

OOP  /ill  y    raise  the 

si  of  an  injured  worker's  care. 
When  injuries  go  down,  premi- 
s  can  go  down.  So  the  ITT 
rtford  managed  care  approach 
;ins  with  extensive  loss  preven- 
1  services.  Our  experts  work  to 


perate,  efforts  are  made  to  return 
them  to  productive  jobs  fast.  By 
monitoring  medical  costs  and 
treatment.  By  maintaining  con- 
tact among  r  -30* 

.        "OUR  NURSES 

employer,    STEP  IN  EARLY  TO 
employee  MANAGE 
and  health  REHABILITATION 
AND  ACCELERATE 

care  pro- 
vider. By 
overseeing  ^ 


Yet  no  prevention  program  can 
eliminate  all  injuries.  Our  early 
intervention  efforts  limit  the  dam- 
age when  injuries  do  occur.  When 
an  injury  warrants,  we  assign  an 
ITT  Hartford  Nurse  Case  Manager 
who  contacts  the  injured  worker  to 
coordinate  medical  care  and  offer 
guidance  and  support. 

Finally,  as  injured  workers  recu- 


physical,  psychological  and 
vocational  rehabilitation.  And 
by  helping  to  identify  alterna- 
tive return-to-work  jobs. 

To  find  out  more,  contact 
your  local  ITT  Hartford  agent 
or  Dale  Powers,  Marketing  Director, 
ITT  Hartford. 

Really,  it's  quite  painless. 


Dale  Powers 
CPCU 

Marketing  Director 


EH  HARTFORD  {J^Sf"1 
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After  a  disastrous  stint  as  head  of  Panhandle  Eastern, 
Philip  Burguieres  moved  to  Weatherford  International, 
a  company  with  problems  of  its  own. 

"I  didn't  want  to 
make  another 
mistake" 


By  R.  Lee  Sullivan 

IT  was  the  kind  OF  executive  flame- 
out  that  normally  ruins  reputations. 
Three  years  ago  Philip  Burguieres 
quit  as  chairman  of  troubled  pipeline 
giant  ($2.3  billion  revenues)  Panhan- 
dle Eastern  after  only  1 1  months  on 
the  job  (Forbes,  Dec.  7,  1992).  Ap- 
parently Burguieres  was  simply  over- 
whelmed by  the  pressure  of  working 
in  a  business  in  which  he  had  no  prior 
experience.  The  pressure  on  the  47- 
year-old  former  chairman  at  Cameron 
Iron  Works,  a  drilling  equipment 
maker,  was  so  intense  that  Burguieres 
had  begun  to  have  fainting  spells. 

So  he  quit  Panhandle,  took  four 
months  off  to  recover  his  health,  and 
got  another  job:  In  April  1991  he  was 
named  chairman  of  Houston- based 
Weatherford  International  Inc. 

"I  didn't  want  to  make  another 
mistake,"  says  Burguieres.  But 
Weatherford  hardly  looked  like  the 
place  to  restore  his  reputation.  For 
over  45  years  an  installer  of  oil  well 
casing  and  maker  of  oilfield  tools, 
Weatherford  was  bleeding  from  the 
moribund  U.S.  drilling  market.  It  had 
been  losing  money  for  a  decade,  and 
had  posted  a  $6.8  million  loss  in  1991 
on  sales  of  only  $206  million.  But  this 
time  Burguieres  knew  something 
about  the  business,  having  guided 
Cameron  Iron  ti.  the  oil  slump 

as  president,  then  chief  executive 
from  1981  until  L98  hen  it  was 
sold  to  Cooper  Industrie ; 

At  Weatherford,  Burguieres  knew 
the  conventional  wisd<  >m  \\  i  )i  Id  have 


Weatherford  Chairman  Philip  Burguieres 
Leadership  in  drilling  equipment  rental 
restored  the  company's  reputation, 
as  well  as  his  own. 


been  to  jettison  the  domestic  business 
and  concentrate  overseas.  That  was 
where  the  major  oil  and  gas  compa- 
nies were  still  drilling — and  where 
Weatherford  was  then  getting  70%  of 
its  revenues.  But  smaller  indepen- 
dents like  Sonat  (Forbes,  Nov.  8, 
1993)  were  snapping  up  U.S.  oil  and 
gas  properties  at  bargain  prices,  bid- 
ing their  time  until  the  natural  gas 
glut  ran  its  course.  "I  knew  they  were 
going  to  drill  in  the  U.S.  again," 
Burguieres  says.  "If  you  play  anti- 
cyclical  trends,  you'll  always  do  well." 
So  rather  than  get  rid  of  Weather- 


ford's  U.S.  oilfield  service  operat 
he  decided  to  spend  $200  millk 
buy  nine  companies  with  extei 
U.S.  operations,  building  dom 
revenues  so  they  now  equal  foi 
sales.  Burguieres  also  diversified 
the  rental  of  drilling  tools  anc 
panded  Weatherford's  manufa< 
of  equipment  for  cementing  c; 
into  well  holes.  "I  wanted  to  u 
one-legged  company  into  a  tl 
legged  company,"  he  explains. 

Despite  the  shopping  spree, 
guicres  has  managed  to  re 
Weatherford's  debt-to-capitaliz; 
ratio  from  16%  to  8%  during  the  i 
stretch,  partly  by  taking  $25  millf 
cost  out  of  his  acquisitions.  Trimi 
costs  at  rental-tool  company  F 
co,  for  example,  purchased  in  . 
from  W.R.  Grace  for  $98  mil 
saved  a  total  of  $17  million. 

Like   all  true  contrarians, 
[  guieres  suffered  through  some 
moments.  As  gas  prices  droppe 
less  than  $1  per  thousand  cubic 
(mcf),  the  number  of  domestic 
ing  rigs  dropped  to  a  50-year 
soon  after  his  first  acquisition  ir 

1991.  But  when  gas  prices  stoi 
back  past  $2  /  mcf  in  the  second  h 

1992,  the  number  of  drilling 
climbed  (see  story,  p.  132),  along 
demand  for  Weatherford's  servic 

Weatherford's  stock  has  respoi 
as  well,  rising  from  a  low  of  3 
1992  to  over  1 1  recently.  The  col 
ny  should  earn  $20  million,  o 
cents  per  share,  this  year.  M 
Lynch's  Kevin  Simpson  tl 
Weatherford  will  earn  close  to  $ 
share  on  over  $400  million  in 
nues  in  1995. 

Burguieres  is  already  anticip; 
the  next  cycle — an  upturn  in  int< 
tional  drilling,  sometime  withir 
next  two  years.  In  September  W< 
erford  paid  $12  million  for  Si 
pore-based  Premier  Rental  Too 
be  positioned  for  the  growtl 
Southeast  Asia's  oil  industry. 

Are  there  any  lingering  dc 
about  Burguieres'  competence  ii 
wake  of  his  Panhandle  disaster?  J 
ing  politely,  Burguieres  re] 
"Those  questions  should  be  pi 
bed."  Agrees  Panhandle  Chaii 
Dennis  Hendrix,  Burguieres'  1 
time  friend  and  neighbor:  "PI 
back  doing  what  he  wants  to  do 
business  he  likes." 
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M 10KG  DISTANCE  CALL  ONLY 
NORTH  CAROUNA  COULD  ANSWER 


When  MCI  put  out  the  call  for  locations 
for  its  new  $20  million  National  Network 
Management  Headquarters,  it  called  for  a  lot. 
Quality  of  life.  Skilled  workers.  Local  training 
programs  and  facilities.  A  strategic  location  on 
the  East  Coast.  And  a  proven  track  record  of 
flexibility  with  high-tech  businesses  that  would 
help  MCI  successfully  answer  the  call  of  the 
future  in  one  of  the  world  s  hottest  growth 
industries. 

It  was  a  tough  call  to  make.  But  in  the  end, 
only  North  Carolina  had  the  answers.  Like  the 
nations  lowest  construction  costs.  The  South- 
east's largest  manufacturing  labor  pool.  And  the 


#1  U.S.  Metropolitan  area  for  R&D  facilities. 
Not  to  mention  some  of  the  best  beaches, 
mountains  and  golf  in  the  country. 

If  you're  looking  for  the  right  place  to 
connect  your  business  to  the  future,  we've  got 
a  direct  line  in  North  Carolina.  Call  David 
W.  Sheehan,  Client  Services,  State  of  North 
Carolina  at  (919)  733-4977,  Fax  (919)  733-9265. 


NORTH  CAROLINA 

5  The  Better  Business  Climate 
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Before  you  get  into  the  holiday  spirit  of  charitable  giving 
take  a  close  look  at  the  charities  you're  thinking  of 
supporting.  Here  are  a  few  tips  to  help  you  out. 


How  to 
choose 
a  charity 


By  Michael  Schuman 

Tis  the  SEASON  for  giving,  but  before 
you  open  your  wallet  to  charity,  do  a 
little  homework. 

"Donors  should  think  of  donating 
as  a  kind  of  investment,"  says  Freder- 
ick Lane,  professor  of  public  adminis- 
tration at  New  York's  Baruch  Col- 
lege. "If  you  bought  a  car,  wouldn't 
you  kick  the  tires,  take  a  test  drive  and 
compare  a  few  before  you  spent  a  lot 
of  money?" 

Last  year  Americans  shelled  out 
over  $124  billion  to  charities — about 
2%  of  national  gross  domestic  prod- 
uct. More  than  80%  of  that  came  from 
individual  donors.  But  with  about 
900,000  charities  in  the  U.S.,  it's  no 
easy  task  deciding  which  one  is  most 
worthy  of  your  hard-earned  cash. 
Here  are  some  tips  to  help  you  make 
the  right  choice: 

■  Don't  pledge  money  over  the 
phone,  and  don't  fire  off  checks  in 
response  to  tear-jerking  letters.  Get 
proper  information  first.  The  basic 
tools  you  need  to  investigate  charities 
are  an  annual  report  with  full  financial 
statements  and  an  IRS  form  990. 

Any  charity  should  be  willing  to 
mail  you  a  recent  annual  report.  If  one 
resists,  or  sends  you  something  with- 
out financials,  you  probably  should 
think  about  spending  your  money 
elsewhere. 

The  law  stipulates  that  the  990 
form  must  be  available  for  donors  to 
scrutinize  within  the  charity's  offices, 
but  it  is  under  no  obligation  to  send 
you  one.  You  can  ask  vour  state's 


charities  registration  office  or  attor- 
ney general's  office  for  a  copy  for  a 
nominal  fee. 

■  Once  you  get  your  annual  report  or 
990,  figure  out  how  much  of  your 
donation  will  go  to  the  charity's  pro- 
grams. The  calculation  is  simple:  On 
the  page  of  the  financials  usually  la- 
beled "Statement  of  Support,  Reve- 
nue and  Expenses,"  find  the  number 
listed  as  total  program  expenses,  and 
divide  it  by  the  total  expenses  figure. 
The  higher  this  ratio,  the  more  of 
your  dollars  will  be  spent  on  the  peo- 
ple or  program  you  want  to  help. 

This  ratio  should  be  at  least  60%, 
according  to  the  National  Charities 
Information  Bureau  (nob),  a  New 
York-based  watchdog  group.  Most 
major  charities  meet  this  requirement 
quite  easily:  Oxfam  America,  an  inter- 
national relief  and  development  orga- 
nization, for  example,  puts  76%  of  its 
money  into  programs;  the  Nature 
Conservancy,  84%.  If  your  charity  falls 
under  60%,  ask  about  it. 

■  The  next  number  to  look  at  is  the 
amount  of  donated  money  that  is 
spent  simply  on  raising  money.  This 
will  help  you  determine  how  efficient 
an  organization  is.  Divide  fundraising 
expenses  by  the  public  support  figure. 
Public  support  generally  includes 
contributions,  bequests,  government 
grants,  and  income  from  special 
events,  but  not  money  earned 
through  investments  or  from  the  en- 
dowment. Both  figures  should  be 
broken  out  for  you  on  the  statement 


of  support,  revenue  and  expensi 

This  fundraising  expense 
shouldn't  exceed  30%,  accordi 
ncib  standards.  Butifyourcalcu 
is  high,  there's  no  need  to  panic 
away — just  make  sure  you  in 
about  it.  There  can  be  sound  re 
this  ratio  might  exceed  the  star 
For  example,  Washington,  E 
Paralyzed  Veterans  of  America 
ratio  of  nearly  33%.  The  reasor 
sends  out  cards  and  calendars  a 
of  its  fundraising  campaigns,  an 
gets  expensive. 

■  If  you  want  to  get  into  gi 
detail,  it  can  be  useful  to  figure  oi 
fundraising  cost  per  gift.  You  wil 
to  ask  the  charitv  for  the  total  nu 
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ontributions  made  during  its  last 
il  year.  Then  div  ide  the  fiindrais- 
cost  number  by  the  total  number 
onations. 

Dmetimes  charities  have  high 
iraising  costs  because  they  are 
s- based  and  receive  a  large  num- 
of  small  donations.  Using  a  cost- 
gift  method  of  evaluating  a  chari- 
ictors  this  out. 

or  example,  let's  say  that  Charity 
icnds  $300,000  on  fimdraising, 
Charity  B  $250,000.  Both  have 
al  public  support.  You  may  think 
lower  fimdraising  costs  are  bet- 
But  then  let's  say  that  Charity  A 
ived  100,000  donations,  and 
rity  B  only  50,000.  That  means 


that  Charity  A  spent  only  $3  per 
donation  on  fimdraising,  while  Chari- 
ty B  spent  $5 .  Charity  A  is  actually  the 
more  efficient  charity:  Out  of  your 
$10  donation,  70%  will  be  available 
for  programs,  compared  with  50%  for 
Charity  B. 

■  Next,  look  at  the  balance  sheet,  and 
examine  the  assets.  The  charity 
should  have  enough  cash  stored  away 
to  run  itself  for  a  maximum  of  two 
years  without  taking  in  any  more 
funds.  To  find  out,  subtract  from  the 
total  assets  figure  anything  that  can't 
be  turned  into  operating  cash  quickly, 
such  as  buildings  and  land,  and  divide 
that  number  by  the  total  expenses  for 
that  vear. 


This  number  could  be  a  little  tricky 
to  figure  out,  since  each  balance  sheet 
you  see  may  be  organized  differently. 
But  if  your  rough  calculation  is  well 
over  2,  you  should  ask  the  charity 
what's  up.  If  the  charity  has  so  much 
money,  why  does  it  want  even  more 
from  you? 

■  Examine  the  "Statement  of  Func- 
tional Expenses"  in  the  990  form. 
This  will  break  down  each  category  of 
expenses,  such  as  program  services, 
fimdraising  and  operational  costs,  by 
exacdy  how  the  money  was  spent, 
such  as  salaries,  supplies  and  insur- 
ance. This  statement  becomes  useful 
after  a  careful  reading  of  the  activities 
of  the  charity.  In  this  way,  you  can  flag 
discrepancies  between  what  the  chari- 
ty says  its  mission  is  and  how  it  is 
actually  spending  its  money. 

For  example,  let's  say  that  a  medical 
charity  claims  in  its  annual  report  that 
its  main  focus  is  public  education. 
Then  you  examine  the  statement  of 
functional  expenses,  and  you  find  that 
the  charity  actually  spent  twice  as 
much  on  research  as  on  education.  Or 
let's  say  that  you  discover  on  the 
statement  that  half  of  the  money  this 
charity  spent  on  public  education 
went  into  consulting  fees.  You  may 
want  to  ask  the  charity  about  these 
inconsistencies. 

■  The  irs  form  990  can  help  you 
research  the  salary  structure  of  die 
charity,  too.  It  should  list  all  board 
members  and  all  highly  paid  employ- 
ees. Board  members  should  not  be 
receiving  compensation  of  any  type. 
Otherwise,  there  may  be  a  conflict  of 
interest.  There  should  also  be  at  least 
five  board  members  and  they  should 
meet  at  least  twice  a  year. 

■  Finally,  be  a  long-term  player.  De- 
cide what  causes  you  wish  to  help,  and 
then  focus  on  a  small  number  of 
charities  to  donate  to  year  after  year. 
This  will  allow  your  money  to  have  a 
greater  impact.  It  costs  so  much  mon- 
ey to  find  new  donors,  that  your  first 
donation  will  probably  just  cover  the 
costs  of  finding  you.  If  you  don't  give 
to  the  charity  again,  it  will  keep  calling 
you  and  sending  you  fliers,  so  you  may 
actually  cost  the  charity  money  in  the 
long  run.  But  if  you  give  to  a  charity 
periodically,  and  you  give  larger  do- 
nations to  fewer  charities,  more  of 
your  money  will  go  into  the  programs 
you  w  ish  to  help.  n 
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TBC  Corp.  is  becoming  a  bigger  factor 
in  the  tire  market  by  keeping  a  low  profile. 

The  competitor 
as  customer 

By  William  Stern 

The  big  tiremakers — Goodyear 
Tire  &  Rubber  Co.,  Michelin  Group 
and  Bridgestone  Corp. — use  a  lot  of 
creative  marketing  to  sell  tires  in  the 
U.S.  They  fly  a  blimp  over  the  Super 
Bowl,  plaster  the  Mister  Bib  fat  man 
logo  everywhere,  or  spend  tens  of 
millions  sponsoring  motor  racing. 

Memphis- based  TBC  Corp.  ( 1992 
sales,  $570  million)  takes  a  much 
more  economical  approach,  and  is 
gaining  market  share  faster  than  its 
better-known  rivals,  tbc's  marketing 
and  overhead  costs  are  just  2.5%  of 
sales,  versus  17%  at  Goodyear  and 
28%  at  Bridgestone. 

"We  take  out  all  the  fu-fu  at  TBC," 
says  the  company's  low-key  chairman, 
Marvin  Bruce.  "What  we're  left  with 
are  inexpensive  tires." 

You  may  never  have  heard  of  TBC 
Corp.,  but  it  has  a  6%  share  of  die 
replacement  auto  and  light  truck  mar- 


ket. Its  tires  are  sold  under  the  N 
Mile,  Cordovan,  Sigma  and  < 
brands,  and  typically  retail  for  r 
less  than  their  better-known  corn 
tors'  tires. 

Example:  A  set  of  TBC  tires 
Lincoln  Town  Car  costs  a  tire  d 
$179;  he  marks  them  up  to  ar< 
$330,  for  a  nifty  46%  gross  marg 
set  of  comparable  Michelin  or  G 
year  tires  sells  at  wholesale  for  ! 
and  at  retail  for  $415,  providing  a 
gross  margin  to  the  dealer.  "TBC  i 
most  profitable  line  we  carry;  < 
ously,  we  try  hard  to  sell  them,' 
Terry  Klein  of  T.O.  Haas  Tire  C 
Lincoln,  Nebr. 

The  primary  reason  TBC  can  kei 
marketing  budget  low  is  that  it  s 
to  the  replacement  tire  market,  w 
brand  name  recognition  do 
count  for  as  much  and  margin 
larger.  "I'm  still  perplexed  at  th< 
nine  sums  being  spent  trying  t( 
major  brand  tires  into  the  ma 
place,"  says  Bruce. 

To  service  his  independent  tie; 
who  are  given  exclusive  rights  tc 
tires  in  a  region,  Bruce  can  rely 
network  of  185  warehouses  acros 
country  that  usually  gets  a  tire 
store  within  a  matter  of  hours. 

"With  Firestone  I  might  ha\ 
wait  a  few  days,"  says  James  Mill 
Twin  City  Tire,  Inc.  in  Blooming 
Minn.,  a  TBC  dealer.  "Then  I've 
the  sale."  Two-thirds  of  all  tire 
now  sold  through  independents 
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I  ith  a  6%  share  of  the  $12  billion 
jtcement  tire  market,  tbc  is  still 
|nd  Goodyear  (15.5%),  Michelin 
and  Bridgestone/Firestone 
%).  But  its  share  has  risen  from 
!3.5%  in  1980  and  has  been  grow- 
at  a  faster  rate  than  its  bigger 
petitors  for  years.  "It's  a  classic 
|  of  a  private  label  knocking  the 
s  off  the  branded  models,"  says 
g  Weichmann,  industry  analyst 
Morgan  Keegan  &  Co. 
(C  doesn't  manufacture  tires.  It 
;  them  from  its  competitors.  Oth- 
han  minor  differences  in  tread 
:rns,  TBC's  tires  are  essentially  the 
;  as  its  name-brand  competitors' 
lucts.  Says  Bruce:  "Same  batter, 
:  waffle,  just  a  slightly  different 
gn  on  the  waffle  iron." 
ather  than  fear  TBC,  name-brand 
nakers  like  Goodyear  and  Miche- 
rompete  fiercely  for  its  business, 
sold  some  11  million  tires  last 
I  and  TBC's  orders  help  the  brand- 
e  makers  extend  their  production 
;  and  bring  down  the  cost  of  their 
.  tires.  As  long  as  tbc  remains  a 
ively  small  factor  in  the  replace - 
it  tire  business,  the  brand-name 
ers'  additional  volumes  more 
i  offset  whatever  retail  business 
lose  to  TBC. 

l  1992  TBC  turned  in  its  eighth 
secutive  year  of  record  earnings, 
ing  net  income  of  $22.5  million 
cents  a  share)  on  sales  of  $570 
ion.  A  $15  million  inventory  in- 
ment  to  improve  its  distribution 
;m  is  expected  to  trim  this  year's 
ings.  But  analyst  Weichmann  ex- 
s  that  earnings  will  grow  by  1 1  % 
:  year,  to  $24  million  (85  cents  a 
e),  on  sales  of  $620  million,  an 
ease  of  7%. 

t  a  recent  10V2,  TBC  trades  over- 
counter  at  14  times  trailing  earn- 
.  By  comparison,  Goodyear  lost 
9  million  last  year,  and  Bridge - 
ie  trades  at  34  times  earnings, 
ruce,  65,  is  slowly  handing  the 
el  at  tbc  over  to  Louis  DiPasqua, 
who  was  recruited  in  1991  after 
ears  at  Goodyear.  Analysts  expect 
ce  to  step  down  officially  some 
\  in  1994.  DiPasqua  seems  cut 
n  Bruce's  cloth.  "We  have  one 
for  everyone,"  he  says.  "No 
s,  no  tricks.  lust  quality  tires, 


Credit  is  flowing  back  into  oil  country.  If  this  leads  to  a 
new  takeover  binge,  Plains  Pete  would  be  a  prime  target. 

Sitting  duck 


By  James  R.  Norman 

Iames  A.  Miller,  chief  executive  of 
Lakewood,  Colo. -based  Plains  Petro- 
leum Co.,  gets  uncomfortable  when 
the  talk  turns  to  takeovers.  He  was 
vice  president  for  finance  at  KN  Ener- 
gy Inc.  in  the  mid-1980s,  when  T. 
Boone  Pickens  Ir.  made  a  play  for  that 
gas-rich  pipeline  company,  prompt- 
ing KN  to  break  itself  up  in  defense; 
Miller  wound  up  running  spun-off 
Plains,  then  one  of  the  U.S.'  largest 
independent  gas  producers.  Now 
Plains  may  become  takeover  meat. 

A  hostile  oil  takeover?  Nobody's 
pulled  off  one  of  those  in  years.  Pick- 
ens is  disarmed:  His  Mesa  Inc.  is 
barely  afloat  under  a  load  of  debt.  The 
oil  price  tumble  of  1986  and  the  lack 
of  junk  bond  financing  dried  up  the 
cash  for  quickie  tender  offers. 

But  the  pendulum  keeps  swinging, 
and  credit  is  again  flowing  into  oil 
deals.  Plains  stock  recently  traded  at 
under  22  a  share  on  the  New  York 
Stock  Exchange,  for  a  market  cap  of 
less  than  $215  million.  This  price 
comes  to  just  70%  of  the  stock  market 
value  of  its  oil  and  gas  reserves,  says 
analyst  Kurt  Wulff  of  McDep  Asso- 
ciates. Looked  at  another  way,  Plains 
stock  sells  for  about  $3.50  per  barrel 
of  reported  reserves  in  the  ground, 
but  the  going  price  to  find  or  buy  U.S. 
reserves  is  about  $5.  Other  big  inde- 
pendents like  Anadarko,  Apache,  Tal- 


isman Energy  and  Noble  Affiliates 
trade  15%  to  60%  above  asset  value. 

The  stock  languishes  apparently 
because  Miller  has  a  reputation  as  a 
do-nothing  manager.  Plains  has  $25 
million  of  annual  cash  flow  on  about 
$60  million  of  revenues;  but  while 
other  companies  have  grown  by  buy- 
ing oil  and  gas  reserves,  Miller,  59,  has 
balked  at  the  prices  paid.  He  has  a  $25 
million  minimum  acquisition  objec- 
tive but  this  year  has  spent  only  $2 
million.  Says  Miller:  "We'll  be  selec- 
tive in  what  we  bid  on." 

Nor  has  Plains'  tiny  exploration 
staff  had  much  luck  finding  reserves 
with  a  drill  bit.  A  foray  into  Wyo- 
ming's Powder  River  basin  produced 
mostly  dry  holes;  and  a  West  Texas 
waterflood  project  went  awry.  Plains' 
gas  reserves  are  down  1 5%  since  1988, 
and  this  was  only  partly  offset  by  a  few 
costly  oil  finds. 

Several  institutions,  including  Fi- 
delity Management,  dumped  the 
stock  after  Plains  agreed  to  sell  gas  to 
former  parent  KN  at  what  looks  like  a 
bargain  price  of  $1 .90  per  mcf. 

Hostile  activity  is  rising.  Burling- 
ton Resources  recently  swallowed  half 
of  Permian  Basin  Royalty  Trust  and 
Apache  took  over  Hadson  Energy 
with  unsolicited  tenders.  Plains 
would  be  snack  food  now  for  Burling- 
ton, Apache  or  Anadarko.  HH 


Undervalued  energy  stocks 


Company 

Recent 

Market  cap 

Property  Mktcap/ 

price 

equity 

debt 

value 

property 

($mil) 

($mil) 

value 

Berry  Petroleum 

9 

$189 

$0 

$300 

0.63 

Alamco 

6% 

29 

7 

55 

0.66 

Plains  Petroleum 

21% 

214 

60 

380 

0.72 

Wiser  Oil 

im 

155 

50 

270 

0.76 

Pennzoil 

581/4 

2,689 

3,000 

7,000 

0.81 

Oryx  Energy 

21% 

2.096 

2,600 

5,800 

0.81 

Source.  McDep  Associates. 

Big  gaps  between 
stock  prices  and 
breakup  values 
could  set  the 
stage  for  a  new 
wave  of  oil  and 
gas  takeovers. 


>es  a  December  20,  1993 


231 


EDITED  BY  JOSHUA  LEWINE 


Do  you  get  a  warm  and  fuzzy  feeling  when  you  reach  for 
a  jar  of  Miracle  Whip  at  the  supermarket? 

Relationship 
marketing" 


In  JUNE  thousands  of  Sat- 
urn owners  will  converge 
on  the  car  company's  head- 
quarters in  Spring  Hill, 
Term,  for  a  three-day  blow 
out.  They'll  munch  ribs  and 
barbecue,  two-step  to  some 
country  music,  tour  the 
plant  and  talk  about  how 
much  they  love  their  Sat- 
urns.  Saturn  is  inviting  ev- 
eryone of  the  700,000  peo- 
ple who  bought  its  cars,  and 
expects  some  60,000  to 
show  up. 

"It's  a  way  to  say  thank 
you  to  the  owners  and  fos- 
ter a  closer  relationship," 
says  Steven  Shannon,  Sat 
urn's  director  of  consumer 
marketing. 

In  industry  lingo  they 
call  this  kind  of  thing  "rela- 
tionship marketing,"  and 
it's  one  of  today's  hottest 
marketing  buzzwords. 
Want  more  jargon?  Here's  how  Carol 
Moog,  a  Bala  Cynwyd,  Pa. -based  psy- 
chologist and  advertising  consultant, 
describes  it:  "Their  gestalt  is  position- 
ing themselves  as  an  all-embracing, 
noninfantilizing  family.  The  company 
comes  across  as  more  ideal  parents." 

Wow!  But  she's  got  a  point.  Con- 
tact with  customers  is  no  longer  just 
about  hand  over  the  money  and  we'll 
deliver  the  product.  It's  about  devel- 
oping a  long-term  relationship. 
About  making  you  feel  good  about 
your  purchase  and  bringing  you  back 
to  do  more  business.  "It's  like  run- 
ning your  business  the  way  the  old- 
fashioned  greet  i  »cer  did  in  the  19th 
century,"  says  Martha  Rogers,  a  tele- 
communication ifessor  at  Ohio's 
Bowling  Green  State  University  and 


coauthor  of  The  One  to  One  Future: 
Build inji  Relationships  One  Customer 
at  a  Time  (Doubleday,  $22 ). 

Manhattan  East  Suite  Hotels,  for 
instance,  has  begun  to  compile  a  de- 
tailed database  on  the  guests  at  its 
nine  luxurious  New  York  City  proper- 
ties, which  include  the  Beekman 
Tower  Hotel  and  the  Shelburne- 
Murray  Hill.  Doormen  greet  arriving 
guests  by  name,  and  reservation 
agents  know  without  asking  whether 
a  guest  prefers  a  room  facing  north- 
east, sa\\  or  requires  a  nonsmoking 
room.  During  a  difficult  period  for 
hotels  in  New  York,  Manhattan  East 
has  been  logging  occupancy  rates  of 
85%,  versus  a  citywide  average  of 
roughly  68%.  "We  try  to  create  a 
circle  of  friends,  w  ith  the  customer  at 


the  center,"  says  Neil  Fox,  pres 
of  Fox  Pavlika  &  Partners,  a  mi 
big  firm  that  designed  the  Mann 
Fast  relationship  program. 

Hotels  are  one  thing.  But  car 
sell  grocery  products  this  way? 
not?  Take  Kraft  General  Foods' 
acle  Whip  mayonnaise  substitute 
its  agency  Ogihy  &  Mather  D 
The  agency,  through  surveys 
coupon  redemptions,  knows  wh 
buyers  are  and  mails  them  re 
using  Miracle  Whip.  "Sudd 
we're  not  dealing  with  the  qua! 
Miracle  Whip  relative  to  other  br 
we're  dealing  with  a  service," 
Jerome  Pickholz,  chairman  of 
Direct.  Nor  does  it  hurt,  adds 
holz,  that  the  recipes  use  M 
Whip  "in  very  large  quantities." 
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Before  spending  $80,000  o 
college,  make  sure  you've 
found  the  right  one. 
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Plus  important  articles  on 

>  Getting  the  best  deal  on  tuition 

>  The  ins  and  outs  of  financial  aid 

>  The  new  SAT's 

>  Community  colleges 
And  full  state-by-state  directory 
describing  over  1300  colleges 


REE  BONUS  OFFER 


t  America's  Best  Colleges  guidebook  FREE  when 
u  order  U.S. News  COLLEGE  PLANNER  software. 


WINDOWS 
OR  DOS 


The  Software: 
U.S. News  College  Planner. 
Create  your  personalized 
college  search. 

■  Exclusive  software  includes  U.S.News  college 
ranking  system 

■  Value-priced 

■  Searches  over  1,300  colleges  on  14  key  areas 

/  530  majors  /  34  intercollegiate  sports  /  Cost 
/  Selectivity  (SAT's)  /  U.S.News  rankings 
/  School  size  /  City  size  /  Male/female  enrollment 
/  Student  diversity  /  Special  programs  /  Campus 
activities  /  Student-faculty  ratio  /  School  affiliation 

■  Prints  customized  letter  of  inquiry  to  colleges 

■  DOS  version  operates  on  all  IBM  compatibles  with 
256K  of  RAM 

■  Windows  version  operates  on  Windows  3.0  or  3.1 

■  Available  on  3-1/2"  or  5-1/4"  disk  (please  specify) 

■  Includes  easy-to-follow  instruction  manual 


Plus  $5.95  shipping 
and  handling.  MD 
residents  please  add 
5%  sales  tax.  DC 
residents  please  add 
6%  sales  tax. 


1-800-437-8600    •  LINES  OPEN  24  HOURS  •  TO  ORDER: 


I  Call  toll-free  for  credit  card  service. 

!.  Or  mail  to:  U.S.NEWS  &  WORLD  REPORT,  c/o  SISK 

FULFILLMENT,  RO.  BOX  470,  FEDERALSBURG, 

MD  21632-0470. 
i.  Mail  orders  include  name  and  address  plus  check  or  money 

order  in  the  amount  of  $8.95  for  each  book  order,  $55.90 

for  each  software  order  (includes  FREE  book).  


4.  MD  residents  add  5%  sales  tax;  DC  residents  add  6%  sales  tax. 

5.  Software  orders  specify  DOS  or  Windows. 

6.  Software  orders  specify  5-1/4"  or  3-1/2"  disk. 

ALL  ORDERS  SHIPPED  2-DAY 
MAIL  WITHIN  4  DAYS  OF  RECEIPT 

The  U  S  News  College  Planner  software  is 
licensed  for  individual  use  only.  


US.NEWS 

&  WORLD  REPORT 


Behind  all  this  hugging  is  a  very 
simple  statistic:  It  costs  roughly  five 
times  more  to  get  a  new  customer 
than  to  keep  a  current  one.  So  the 
loyal  customers  are  the  ones  who 
generate  the  profits.  Saturn  parent 
General  Motors  figures  that  a  GM  lifer 
is  worth  about  S400,000  in  business, 
including  revenue  from  servicing  and 
financing.  That's  worth  a  few  parties. 

"If  I  want  to  sell  detergent,"  says 
telecommunications  professor  Rog- 
ers, "I  get  a  database  of  families  with 
eight  kids  at  home,  offer  to  make  up  a 
special  detergent  formula  for  them  at 
the  lowest  price  and  tell  them  that  if 
they  stick  with  the  program  for  five 
years,  I'll  give  them  a  free  washer- 
dryer.  It's  worth  it  to  me." 

Do  customers  respond?  Some  do, 
but  it's  still  not  clear  whether  all  the 
relationship  marketing  will  pay  off  in 
an  era  when  consumers  are  skeptical 
and  price-conscious.  "Customers 
aren't  driving  this;  marketers  are," 
says  Alvin  Achenbaum  of  the  market- 
ing consulting  firm  Achenbaum  Asso- 
ciates. Research  from  financial  mar- 
keting consultants  Payment  Systems 
Inc.,  for  instance,  shows  that  90%  of 
retail  banking  customers  couldn't 
care  less  about  relationships.  Just  tell 
them  what  the  loan  will  cost  them  or 
what  the  interest  rate  is. 

Relationship  marketing  probably 
works  better  with  some  products  than 
with  others.  Cars  are  an  example  of  a 
fertile  field  for  this  type  of  marketing. 
Patrick  Bolmeyer  is  a  senior  lab  tech- 
nician with  Du  Pont  in  Wilmington, 
Del.  He's  also  a  rabid  Saab  enthusiast. 
Last  September  Saab  organized  a  se- 
ries of  parties  to  unveil  its  new  900 
model  to  current  Saab  owners  before 
introducing  it  to  the  general  public. 
Bolmeyer  attended  one  at  the  lavish 
Wharton -Sinkler  mansion  in  Phila- 
delphia, w  here  he  noshed  on  hors 
d'oeuvres,  chatted  with  Saab  Cars  USA 
President  William  Kelly  and  toasted 
the  new  baby  with  champagne. 

"They  seem  to  have  this  genuine 
affection  for  their  owners,"  marvels 
Bolmeyer,  who  has  owned  two  Saabs 
and  says  he  would  never  drive  any- 
thing else.  "They  put  their  money 
where  their  mouth  is,"  he  says.  Not 
that  Bolmeyer  is  in  the  market.  He's 
got  only  64,000  miles  on  his  1986 
model  900  and  figures  he  won't  need 
a  new  one  for  a  long  time.  -J.L.  H 


After  years  of  robust  growth,  hospital  advertising 
is  starting  to  look  sickly. 

When  it 
doesn't  pay 
to  advertise 

By  Christopher  Palmeri  and  Terzah  Ewing 
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Denton  Community  Hospital  in 
Denton,  Tex.  promotes  its  maternity 
services  by  offering  beepers  to  expec- 
tant fathers.  Doctors  Hospital  in 
Wentzville,  Mo.  waives  fees  for  any- 
one stuck  waiting  more  than  five  min- 
utes in  the  emergency  room.  The  ad 
campaign  barks:  "We  put  the  ergency 
in  emergency."  Even  prestigious 
teaching  hospitals  like  Johns  Hopkins 
are  getting  into  the  act.  New  ads  will 
pitch  ease  of  access  to  its  outpatient 
care  center. 

Selling  hospitals  like  hot  dogs  ex- 
ploded in  the  Eighties,  when  overall 
hospital  marketing  spending  quintu- 
pled, hitting  S2.1  billion  in  1991, 
according  to  Quality  Expectations,  an 
Evanston,  111. -based  health  care  mar- 
keting firm. 

But  the  trend  has  peaked.  Last  year 
marketing    spending    by  hospitals 


Billboard  promoting  emergency  room  ser 
The  Domino's  Pizza  approach 
to  health  care  marketing. 


dropped  24%,  as  more  and  more  i 
tutions  either  abandoned  or  sh; 
cut  back  their  budgets.  Many  hi 
care  administrators  are  coming  t( 
same  conclusion  as  Michael 
president  of  Houston's  St.  Li 
Episcopal  Hospital:  "It's  just  no 
best  use  of  patient  care  dollar 
there  is  some  great  new  treatr 
that  the  public  ought  to  know  ab 
there  is  a  forum — public  service 
nouncements,  and  those  are  free 
Hospitals,  it  seems,  just  don't  ^ 
like  other  consumer  services.  For 
thing,  in  an  estimated  70%  of  hos 
admissions,  the  patient's  doctor, 
the  patient,  chooses  the  hospital 
the  remaining  30%,  many  pat 
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For  Your  Next  Meeting,  Aim  a  Little  Higher. 


Deep  in  the  Southern  Rockies  lie  two  hundred  and  fifty  spectacular  square  miles 
known  as  Forbes  Trinchera.  Its  tallest  peak  reaches  14,345  feet  into  the  Colorado  sky,  and  its 
mountains  sweep  down  into  valleys  as  green  and  fertile  as  a  Kentucky  meadow. 

This  historic  tract  of  land  was  bought  by  publisher  Malcolm  S.  Forbes  in  1969  as 
a  natural  escape  to  a  place  far  from  Wall  Street  and  corporate  stress.  It  is  this  aspect  of  this 
wonderful  land  that  the  Forbes  family  have  decided  to  share  with  like-minded  colleagues. 

The  buildings  of  Forbes  Trinchera  have  been  remodeled  to  provide  superb 
accommodation,  but  it  is  still,  essentially,  a  ranch. 

Whilst  there,  you  can  ride  the  land  on  horseback,  or  on  trail-bike.  You  can  fly-fish  on  its  miles 

of  streams,  or  hike  its  thousands  of  trails.  You  will  have  special  rights  at  a  nearby 
golf  and  swimming  club,  or  you  can  shoot  skeet  until  every  clay  looks  as  big  as  a  house. 
And,  when  there's  work  to  be  done,  our  main  conference  room  can  seat  up  to  sixty. 

However  you  choose  to  use  it,  Forbes  Trinchera  will  provide  a  lookout  point  from  which  to  view 
the  world.  Two  hundred  and  fifty  square  miles.  Fifty  staff.  Mountains.  Valleys.  Lakes.  Streams. 

Call  1-800-FORBES-5,  and  allow  us  to  tell  you  more. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 
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LEFT: 

Denton  Regional's 
Club  Mom  kit 
Mothers  wanted 
more  serious 
information. 


How  laser  surgery  (eels  to  your  body.    How  laser  surgery  feels  to  a  brain  tumor. 


RIGHT: 

Clarkson  West 
pitches  fast  care 
Selling  hospitals 
like  floor  wax. 
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choose  a  hospital  because  it  is  affiliat- 
ed with  their  health  plan  or  simply 
because  it  is  conveniently  situated. 
"It's  highly  unlikely  someone  is  going 
to  see  an  ad  and  say,  'Maybe  I  should 
have  my  gall  bladder  operated  on 
today,'  "  admits  David  McFadden, 
director  of  corporate  relations  at  Hos- 
pital Corp.  of  America  in  Nashville. 

Aggressive  price  promotion 
doesn't  work  too  well,  either.  "In 
health  care,  the  consumer  thinks  the 
higher  the  price,  the  better,"  notes 
Paul  Keckley,  a  health  care  market 
researcher  based  in  Nashville. 

The  hospital  advertising  that  works 
best  sells  discretionary  services  like 
substance-abuse  treatment,  psychiat- 
ric services  and  sports  medicine.  In 
such  cases  the  patient  frequently 
chooses  the  hospital  direcdy. 

Doctors  Hospital  in  Columbus, 
Ga.  ran  a  television  and  radio  ad 
campaign  last  year  promoting  its  in- 


LEFT: 

St.  Mary's  pitches 
technology 
Clever, 
but  does 
it  work? 


patient  mental  health  service.  The 
commercial  featured  a  windup  toy 
penguin  that  teeters  off  the  edge  of  a 
table.  A  hand  winds  the  penguin  back 
up  and  puts  it  back  on  the  table. 
Hokey,  sure,  but  psychiatric  admis- 
sions jumped  27%  as  a  result. 

Advertising  for  maternity  programs 
gets  mixed  reviews.  Denton  Regional 
Medical  Center,  of  Denton,  Tex., 
promoted  a  program  called  Club 
Mom  for  two  years.  The  pitch  includ- 
ed giveaways  like  calendars,  holders 
for  baby  bottles  and  packets  of  dis- 
count coupons  from  local  merchants. 
Denton  says  Club  Mom  was  a  success, 
but  the  hospital  scrapped  it  earlier  this 
year  when  research  showed  women 
preferred  hard  information  to  soft 
gimmicks.  Denton  now  sends  out  a 
newsletter  on  birth-related  topics  to 
expectant  mothers. 

Health  care  promotion  is  getting  a 
big  boost  from  insurers  and  health 
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maintenance  organizations  who 
face  a  fierce  battle  for  membe 
whatever  system  emerges  from 
debate  on  health  care.  But  many 
pitals  are  shifting  marketing  resoi 
toward  selling  themselves  to  the 
HMOs  that  will  select  which  local 
pitals  they  will  steer  their  membe 
Groups  like  Sacramento's  S 
Health  and  the  Sentara  Health 
tern  in  Norfolk,  Va.,  for  instance 
investing  heavily  in  sophisticatec 
tient  databases  to  demonstrate 
record  of  success  in  treating  va 
diseases.  They  use  that  record 
selling  tool  when  they  approacl 
surers  and  HMOs  for  business. 

Whatever  consumer  advertisin 
mains  will  concentrate  on  affei 
that  choice  by  persuading  memb< 
pressure  their  HMOs  direcdy.  A 
billboard  campaign  from  Baylor 
versity  Medical  Center  in  Dallas  s 
baldly:  "Without  Baylor,  how  he 
is  your  health  plan?" 
'  The  University  of  Chicago  H 
tals  formerly  ran  ads  featuring 
monials  by  actors  talking  about 
cancer  and  heart  disease  treatme 
the  hospital.  Now  it  concentrate 
ads  during  so-called  open  enrolli 
periods,  generally  in  the  fall 
spring,  when  employees  select  4 
health  plans  they  want  to  join. 
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52,000 callers 
are  learning 
how  to  wield 
the  Options  Tool! 

(We  don't  mean  to  pry 

but  when  are  you  going  to  call?) 

52,000  calls  have  come  in  for  the  Free  videotape, 
options  guide  and  options  disclosure  document. 
These  materials  are  showing  investors  and  even 
financial  professionals  how  they  can  hammer  down 
investment  security  or  pry  up  new  profits. 
How  about  you?  Do  you  know  how  to  best  utilize 
the  Options  Tool?  Investors  and  financial 
professionals  nationwide  are  putting  stock  options 
to  work  for  them  every  investment  day. 
Many  have  looked  at  the  materials  and  used 
options  for  the  first  time.  And  among  those  / 
who  were  already  using  options,  a  number 
are  now  using  them  even  more. 
Although  options  involve  risk  and  are 
not  suitable  for  everyone,  you  can  have 
the  same  kind  of  investment  options 
thousands  have  already  discovered. 


Call  now  for  your 
Free  videotape 
The  Options  Tool- 
Understanding  Stock  Options; 
options  guide  and  options 
disclosure  document. 

1-800-952-TOOL 

The 

Options  Industry 
Council 

American  Stock  Exchange 
Chicago  Board  Options  Exchange 
New  York  Stock  Exchange 
Pacific  Stock  Exchange 
Philadelphia  Stock  Exchange 
The  Options  Clearing  Corporation 


DIVERSIFY  YOUR 
RETIREMENT  ASSETS 
WITH  VANGUARD 


lb  keep  your  retirement  plan  on  course 
in  uncertain  markets,  you  should  consider 
the  best  way  to  diversify  them.  Vanguard 
can  help  you  with  an  exceptionally  broad 
range  of  investment  choices. 

You  may  invest  in  a  balanced  fund  cre- 
ated specifically  for  IRAs.  For  example, 
Vanguard  STAR  Fund  makes  retirement 
investing  simple.  STAR  invests  in  different 
Vanguard  funds  to  provide  four  underlying 
investment  strategies  within  one  fund. 

Or,  if  you  prefer,  create  your  own  bal- 
anced portfolio  by  investing  in  Vanguard 
stock  and  bond  funds. 

When  you  invest  with  Vanguard  there 
are  no  loads  or  "12b-l"  fees  on  your  invest- 
ment or  reinvested  dividends.  What's  more, 
Vanguard  Funds  have  very  low  operating 
costs.  These  cost  advantages  mean  more  of 
your  money  is  working  for  you.  And,  since 
IRAs  accrue  earnings  tax-deferred,  the 


Vanguard  Advantage  becomes  even  more 
evident  over  the  long  term. 

Regardless  of  whether  you're  planning 
to  transfer  your  retirement  assets  from 
another  institution,  make  a  direct  rollover 
from  an  employer  sponsored  plan,  or  estab- 
lish your  first  IRA,  our  Investment  Kit  con- 
tains all  the  forms  you  need  to  complete 
the  transaction. 

Call  now  to  learn  more  about  diversify- 
ing your  IRA,  and  you'll  receive  our  free 
booklet,  "How  To  Be  Your  Own 
Investment  Manager." 

Call  1-800-962-5087 

24  Hours,  7  Days  for  a 
free  IRA  Information 
Kit  and  this  free 
booklet. 

TH^iri<iuarclGROUP 

«^OF  INVESTMENT  COMPANIES 


Transfer  Or  Roll  Over  To  Any  Of  These  Vanguard  Funds 


Balanced  Funds 

Vanguard/ Wellington  Fund 
Vanguard/ Wellesley  Income  Fund 
Vanguard  STAR  Fund 
Vanguard  Convertible  Securities  Fund 
Vanguard  Asset  Allocation  Fund 
Corporate/Government  Bond  Funds 
Vanguard  Fixed  Income  Securities  Fund 

Short-Term  U.S.  Treasury  Portfolio 

Short-Term  Corporate  Portfolio 

Short-Term  Federal  Portfolio 

Intermediate-Term  US. 
Treasury  Portfolio 

GNMA  Portfolio 

Long-Term  US.  Treasury  Portfolio 
Long-Term  Corporate  Portfolio 
High  Yield  Corporate  Portfolio 
Intermediate-Term  Corporate  Portfolio 
Vanguard  Admiral  Funds 

Short-Term  US.  Treasury  Portfolio 
Intermediate-Term  US. 

Treasury  Portfolio 
Long-Term  US.  Treasury  Portfolio 


Money  Market  Funds 

Vanguard  Money  Market  Reserves 

Prime  Portfolio 

Federal  Portfolio 

US.  Treasury  Portfolio 
Vanguard  Admiral  Funds 

US.  Treasury  Portfolio 
Index -Oriented  Funds 
Vanguard  Index  Trust 

500  Portfolio 

Extended  Market  Portfolio 

Total  Stock  Market  Portfolio 

Value  Portfolio 

Growth  Portfolio 
Vanguard  Small  Capitalization 

Stock  Fund 
Vanguard  Quantitative  Portfolios 
Vanguard  Bond  Index  Fund 
Vanguard  International  Equity 

Index  Fund 

European  Portfolio 
Pacific  Portfolio 
Vanguard  Balanced  Index  Fund 


Equity  Funds 

Vanguard/Trustees'  Equity  Fund 

US.  Portfolio 

International  Portfolio 
Vanguard  Equity  Income  Fund 
Vanguard/ Windsor  II 
Vanguard/PRIMECAP  Fund 
Vanguard  World  Fund 

US.  Growth  Portfolio 

International  Growth  Portfolio 
Vanguard/Morgan  Growth  Fund 
Vanguard  Explorer  Fund 
Vanguard  Specialized  Portfolios 

Service  Economy  Portfolio 

Health  Care  Portfolio 

Gold  and  Precious  Metals 
Portfolio 

Energy  Portfolio 

Technology  Portfolio 

Utilities  Income  Portfolio 


For  more  complete  information,  including  advisory  fees,  distribution  charges  and  other  expenses,  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  ©  Vanguard  Marketing  Corp.,  Distributor 


southern  California  environmental  bureaucracy  has  become  a 
neer  in  the  least  efficient  ways  to  clean  up  the  atmosphere. 

lie  commuter 
tolice 


.and all  Lane 

thern  California  has  the  na- 
's  worst  air  pollution,  and  Kaiser 
nanente  was  trying  to  do  some- 
g  about  it.  The  big  health  mainte- 
:e  organization  cut  automobile 
e  in  the  region  by  offering  its 
loyees  cash  incentives  to  car- 
,  and  free  rides  home  for  those 
dng  late. 

)r  its  efforts,  Kaiser  Permanente 
fined  $125,000. 

nfortunately,  this  is  but  a  typical 
r  springing  from  southern  Cali- 
ia's  most  loathed  environmental 
lation,  a  regional  clean-air  pro- 
i  known  as  Regulation  15.  This 
mandates  that  southern  Califor- 
employers  with  100  or  more 
xrs  at  any  one  site — about  6,000 
^places,  covering  over  2  million 
>le — must  reduce  the  number  of 
driven  to  work.  But  rather  than 
ich  employer  decide  how  best  to 
i  a  targeted  commuter-to-car  ra- 
»f  about  1.5  by  1999,  a  clean-air 
d  appointed  by  the  state's  politi- 
:stablishment  oversees  every  as- 
of  regional  commuting, 
lis  board,  the  South  Coast  Air 
lity  Management  District,  was 
l  complete  authority  to  clean  up 
\x>s  Angeles  basin's  air  following 
ige  of  the  state's  tough  Clean  Air 
n  1988.  Free  from  local  control, 
Management  District  initiated 
ilation  15,  and  gave  itself  the 
visibility  of  telling  each  individ- 
vorkplace  exactly  how  it  should 
;ve  the  targets. 

le  board  has  a  budget  of  $107 
on  and  directly  employs  925  peo- 
-but  its  business  being  mandates, 

board's  power  and  economic 
t  far  exceed  its  budget  and  pay- 

The  Management  District  has 


complete  authority  to  enforce  the 
regulation;  it  can  levy  fines  up  to 
$50,000  a  day. 

What  vile  deed  did  Kaiser  Perma- 
nente perpetrate?  Kaiser  sought  and 
received  approval  from  the  Manage- 
ment District  for  its  plan  to  reduce  its 
work  force's  commuter-to-car  ratio 
through  ride-sharing  and  employer- 
provided  late-night  transportation. 
But  one  of  the  District's  four  auditors 
didn't  like  Kaiser's  recordkeeping  and 
found  fault  with  its  incentive  pro- 
gram, such  as  not  giving  enough  free 
lunches.  So  in  September  the  Man- 
agement District  fined  five  Kaiser  sites 
$125,000. 

Kaiser  could  appeal,  but  get  this: 
Besides  writing  and  enforcing  the 
rules,  the  Management  District  board 
hears  all  cases  and  appeals.  So  rather 
than  appeal,  Kaiser  negotiated  a  set- 
tlement under  which  it  will  channel 
the  $125,000  toward  operating  em- 
ployee van  pools  for  a  year.  An  added 
benefit  to  its  employees,  but  the  mon- 
ey could  have  been  used  instead  for 
pay  raises. 

So  far,  more  than  $3  million  in 
penalties,  involving  326  employers, 
have  been  settled  through  these  "cre- 
ative settlements."  The  U.S.  Postal 
Service,  for  example,  recently  agreed 
to  spend  about  $120,000  to  convert 
68  postal  trucks  to  compressed  nam 


ral  gas. 

Other  employers  simply  choose  to 
pay  the  fines  and  get  on  with  trying  to 
be  competitive.  To  date,  the  South 
Coast  Management  District  has  col- 
lected over  $1  million  in  cash  fines. 

With  such  omnipotent  interference 
from  omniscient  bureaucrats,  Califor- 
nia must  really  be  getting  a  grip  on  its 
problems  with  commuters  and  their 
cars.  The  Management  District  points 
to  the  fact  that  California's  South 
Coast  Air  Basin's  commuter-to-car 
ratio  increased  from  1.23  in  1990  to 
1.29  in  1992,  while  the  ratio  fell 
nationwide. 

Asked  about  that  result,  Catherine 
Wasikowski,  the  Management  Dis- 
trict's director  of  transportation  pro- 
grams, bravely  replied:  "It's  a  major 
accomplishment." 

But  a  cost  study  commissioned  by 
the  Management  District  last  year  and 
performed  by  Ernst  &  Young  found 
that  employers  spent  an  estimated 
$160  million  in  l992  to  comply  with 
Regulation  15.  This  resulted  in 
54,000  fewer  vehicles  on  the  road — 
an  astounding  $3,000  for  each  car 
removed  annually. 

There  are  far  more  efficient  ways  to 
clean  the  air.  An  estimated  80%  of  the 
region's  air  pollution  is  done  by  the 
oldest  20%  of  cars  on  the  road,  those 
built  without  catalytic  converters.  At 
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"We  know 
them  all" 
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oss  threw  out  the  old  batch  as- 
ply  system.  In  came  work  cells  in 
:h  workers  built  a  single  product 
ji  start  to  finish.  Quality  im- 
|ed,  and  manufacturing  to  order 
[die  Signal  division's  total  inven- 
|to  $10  million  in  1992  from  $24 
on  in  1988.  "We  now  have  great- 
ales,  more  labor  hours  going 
ugh  approximately  60%  of  the 
e  we  used  to  do  the  same  thing  in 
nid-  1980s,"  says  Ross, 
oss  has  been  doing  much  the 
b  thing  at  his  other  factories.  And, 
just  about  every  other  manufac- 
r  these  days,  Federal  is  hammer- 
iway  at  its  suppliers  to  cut  prices, 
he  Elgin  street  sweeper  unit  and 
other  units,  what's  called  vendor 
nering  is  working  to  knock  as 
h  as  20%  out  of  suppliers'  costs, 
s  also  tough  on  overhead;  Federal 
just  25  staff  at  headquarters,  ver- 
57  in  the  1970s,  even  though  sales 


have  more  than  quintupled,  to  an 
estimated  $550  million  this  year. 

Like  many  another  midwestern 
manufacturing  company,  Federal  has 
been  reborn.  Its  operating  margins 
were  12.5%  in  1992,  up  from  10%  in 
1986,  while  return  on  equity  has 
jumped  to  20%  from  12%.  Cash  flow 
has  nearly  doubled,  to  $40  million, 
over  the  same  period.  And  all  this 
horn  low-tech  markets  that  are  barely 
growing. 

Ross  is  working  two  ways  to  in- 
crease Federal's  market  share.  One  is 
investing  in  new  designs.  For  exam- 
ple: Using  aluminum  in  its  fire  en- 
gines helped  Federal's  Emergency 
One  operation  drive  its  biggest  com- 
petitor, the  venerable  American  La- 
France,  out  of  business  in  the  mid- 
1980s.  Now  in  street  sweepers,  Elgin 
anticipated  the  trend  toward  privati- 
zation by  coming  out  with  models 
that  can  also  drive  at  highway  speeds. 


This  makes  it  practical  for  a  contractor 
to  use  a  sweeper  to  clean  several 
towns.  Elgin's  latest  model  also  in- 
cludes a  hydraulic  lift  so  that  its 
sweepings  can  be  dumped  directly 
into  a  truck;  old-style  sweepers 
dropped  their  load  on  the  ground, 
requiring  a  bulldozer  to  clean  up. 

With  his  balance  sheet  in  order, 
Ross  is  buying  again — but  in  a  careful- 
ly targeted  way.  He  wants  only  outfits 
that  fit  into  Federal's  current  markets; 
signals,  vehicles,  machine  tools.  They 
are  all  private  companies  with  good 
products,  but  Ross  prefers  candidates 
whose  manufacturing  operations 
could  profit  from  improvement  and 
rationalization. 

A  typical  recent  acquisition  was 
Guzzler  Manufacturing,  the  leading 
maker  of  trucks  that  vacuum-clean 
industrial  waste  and  sewer  lines.  He's 
also  been  going  abroad — buying  four 
companies  since  1988,  quadrupling 
overseas  sales  to  $120  million. 
Among  them:  a  Dutch  street  sweeper 
maker,  Canada's  biggest  fire  truck 
firm  and  a  German  tool  bit  supplier. 

Ross  isn't  big  on  using  investment 
bankers  and  finders.  He  prefers  to  find 
his  own  prospects.  A  recent  Ross  pick 
was  vama,  a  $12  million  (sales)  emer- 
gency flasher  maker  in  Barcelona, 
Spain.  "We  visited  every  light  and 
siren  company  [on  the  continent]  be- 
cause we  knew  them  all,"  says  Ross. 

Recession  in  Europe  means  that  for 
now  these  overseas  acquisitions  are  a 
drag  on  Federal,  but  the  drag  is  more 
than  offset  by  humming  markets  in 
the  U.S.  For  example,  the  cutting  tool 
and  street  sweeper  businesses  have 
been  strong  all  year  long.  More  re- 
cently, Federal  apd,  the  leading  maker 
of  automated  parking  lot  systems,  just 
won  a  big  contract  for  installing  park- 
ing lot  gates  at  Chicago's  Midway 
airport. 

Even  the  commercial  sign  business 
is  back  from  near  dead.  "That's  be- 
cause retail  store  chains  are  once  again 
building,"  says  Ross.  Riverboat  casi- 
nos have  helped,  too. 

Ross  is  not  overly  concerned  about 
tight  state  and  local  government  bud- 
gets, which  provide  roughly  40%  of 
Federal's  sales.  That's  because  so 
many  of  its  products  are  necessities, 
not  optional  purchases.  "They  can't 
say,  'We  have  no  money,  so  we  won't 
put  out  fires,'  "  he  says.  Hi 
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Truck  drivers  who  are  issued  a  corporate  charge  card 
from  Wright  Express  have  a  hard  time  padding  the 
expense  account.  Software  does  the  trick. 

Don't  leave 
headquarters 
without  it 


By  David  C.  Churbuck 

The  union  drivers  for  a  large  New 
Jersey  service  company  thought  they 
had  a  good  scam  going  last  year. 
Using  the  company  credit  cards,  the}' 
were  filling  up  their  wallets  along  with 
their  trucks.  They  would  persuade  gas 
station  attendants  to  pad  their  charge 
slips  and  split  the  loot.  Twenty  bucks 
in  the  tank,  another  ten  bucks  in  the 
driver's  wallet  and  another  ten  for  the 
pump  jockey. 

The  company  suspected  something 
was  wrong.  But  it  couldn't  prove 
anything  from  the  mountain  of  flimsy 
credit  card  receipts  that  inundated  the 
accounts  payable  department. 

To  get  to  the  bottom  of  the  prob- 
lem, the  service  company  brought  in 
Wright  Express,  a  Portland,  Me.  out- 
fit that,  on  the  surface,  looks  like  a 
finance  company,  but  in  reality  is 
more  a  software  company.  It  makes  a 
nice  business  using  computers  to 
make  sense  out  of  gasoline,  diesel  and 
maintenance  charges  for  vehicle 
fleets. 

The  fleet  owner  replaced  its  hodge- 
podge of  credit  cards  and  gas  station 
charge  accounts  with  a  single  credit 
card  issued  by  Wright  Express. 
Wright  Express  isn't  in  the  same 
league  with  Visa  or  American  Express, 
but  it  has  nonetheless  arranged  to 
have  its  card  honored  at  70,000  U.S. 
gas  stations  and  truck  stops. 

When  the  first  monthly  statement 
from  Wright  arrived  at  the  New  Jersey 
fleet  owners  headquarters  it  high- 
lighted exceptions,  such  as  trucks  that 


purportedly  bought  more  gas  at  one 
stop  than  the  tank  could  hold.  "Once 
the  company  switched  to  us,  we 
caught  hundreds  of  thousands  of  dol- 
lars in  fraud  and  gave  the  company 
some  solid  evidence  to  take  to  the 
union  before  firing  the  drivers," 
boasts  John  Birk,  Wright's  president. 

Score  one  for  the  cops  in  the  silicon 
version  of  cops  and  robbers.  The 
modern  era  of  electronic  banking, 
cellular  telephony  and  computer 
networking  creates  new  opportuni- 
ties for  scamsters.  But  it  also  creates 
new  weapons  for  the  good  guys. 

Wright  started  off  life  in  1983  as  an 
outgrowth  of  A.R.  Wright  Co.,  an  88- 
year-old  family-owned  heating  oil 
business  based  in  Portland.  The 
Wright  family  figured  it  could  take  up 
a  sideline  selling  hardware  and  soft- 
ware for  unattended  filling  stations. 
The  driver  would  stick  a  smart  card  in 
a  pump  and  fill  up.  It  didn't  take  long 
for  the  company  to  see  that,  even  if 
unattended  gas  stations  weren't  go- 
ing to  be  any  big  hit,  there  was  an 
opportunity  to  sell  information  pro- 
cessing via  attended  gas  stations.  It 
would  sell  a  smart  charge  card  system 
to  owners  of  vehicle  fleets. 

Wright  didn't  have  the  money  to 
send  salesmen  across  the  country  beg- 
ging gas  station  owners  to  accept  a 
card  they  had  never  heard  of.  Instead, 
it  won  over  thousands  of  stations  at  a 
clip  by  selling  to  large  oil  companies 
like  Getty,  Texaco  and  Exxon.  The  oil 
companies  would  then  tell  their  sta- 


John  Birk, 
president  of 
Wright  Express 
Pumping  infor- 
mation out  of 
the  gas  tank. 


tions  to  take  the  card  as  a  way  to  w 
fleet  business. 

The  gas  station  uses  its  usual  poil 
of-sale  terminal  with  the  usual  ca 
swipe.  The  box  is  hooked  into  \vh; 
ever  transaction  verification  netwo 
is  convenient — Philadelphia  Natior 
Bank's  Buypass,  or  those  owned 
Sears  and  J.C.  Penney — and  thence 
Wright  Express'  computer  in  Poi 
land.  But  the  rules  for  authorizatij 
of  a  charge  are  a  little  different.  T 
pump  attendant  can't  get  the  char 
to  clear  unless  the  driver  punches  ii 
personal  identification  number  ai 
an  odometer  reading.  The  magna 
strip  on  the  credit  card  gives  the  vol 
cle  number;  the  location  of  the  tillii 
station,  tvpe  of  fuel,  amount,  time  ai 
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date  are  automatically  captured  by  the 
network. 

By  grabbing  more  information  at 
the  time  of  the  sale,  the  Wright  Ex- 
press system  enables  a  fleet  manager 
to  see  which  vehicles  purchased  pre- 
mium instead  of  regular,  or  to  detect 
whether  a  vehicle  was  fueled  outside 
of  its  operating  territory,  or  to  catch 
the  driver  who  tries  to  put  the  family 
Taurus  on  the  company  card.  And 
that's  why  clients  like  Airborne  Ex- 
press, GE  Capital  Fleet  Leasing  and 
Sears  are  willing  to  pay  Wright  a  $2 
monthly  fee  per  card  outstanding. 

Unlike  other  card  issuers,  Wright 
Express  doesn't  make  much  money 
off  its  receivables.  But  then  Wright 
loses  just  0.2%  of  its  big  corporate 


accounts  to  bad  debt  and  only  0.6%  of 
total  charge  volume. 

Think  of  Wright,  then,  as  a  data- 
processing  service  bureau.  Wright 
processes  1.3  million  transactions  a 
month  on  two  Tandem  mainframes, 
which  are  fault-tolerant  and  designed 
to  work  through  earthquakes  and  any 
other  conceivable  disaster.  Clients 
can  get  monthly  bills  and  manage- 
ment reports  on  floppies  or  on  line, 
making  it  easy  to  feed  the  data  into 
spreadsheets  that  show  which  drivers 
go  the  farthest  in  a  day  and  which 
trucks  get  the  best  mileage.  The  com- 
pany even  sells  its  own  fleet-manage- 
ment software  to  small  clients  who  do 
not  have  their  own  spreadsheets. 

Birk  doesn't  divulge  revenues  of 


the  privately  owned  Wright  Express, 
but  he  says  it  has  no  long-term  debt  ( it 
finances  receivables  with  a  revolving 
credit  line  at  Bank  of  Boston),  has 
been  financed  through  Wright  family 
money  and  venture  capital  and  be- 
came profitable  for  the  first  time  in 
1992.  The  owners  are  thinking  of  a 
public  offering  in  1995. 

Birk,  a  former  Pepsi,  Sprint  and 
Advo  executive,  isn't  standing  still. 
Like  any  smart  card  issuer,  he's  look- 
ing for  ways  to  extract  more  value 
from  his  database.  Here's  one  feature 
he's  willing  to  talk  about:  mainte- 
nance reviews  that  use  those  odome- 
ter readings  to  alert  fleet  managers  to 
which  vehicles  need  oil  changes  or 
new  tires.  M 
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reless  Technology 

YOUR      NEXT      BUSINESS  EDGE 

Cutting-edge  retailers  have  discovered  wireless  communications  that  speed  th 
products  from  warehouse  shelves  to  stores  —  and  track  inventory  precisely. 


THE  WIRELESS 
office?  It  may 
still  be  a  few 
years  down  the 
road.  But  the 
wireless  store, 
warehouse,  dis- 
tribution center  and 
transport  hub  are 
already  here  today. 

Companies  that  take 
advantage  of  the  latest 
technology  find  they 
streamline  operations, 
reduce  mistakes,  cut 
costs  and  improve  over- 
all efficiency. 

So  if  you  think  wire- 
less computing  is  just  a 
buzzword  or  hype,  think 
again. 

While  attention  has 
been  focused  on  how 
today's  computers  can  improve 
front-office  decision  making  and 
productivity,  a  little-noticed  revo- 
lution is  taking  place  in  the  back 
room  and  on  the  store  floor. 
Mobile  workers  and  floor  man- 
agers are  discovering  new  tech- 
nology tools  that  make  receiving, 
inventory,  ordering  and  shipping 
more  accurate  and  easier  to 
accomplish. 

Retailers,  manufacturers,  dis- 
tributors, parcel  delivery  and 
transportation  companies  that 
handle  tens  of  thousands  of  prod- 
ucts every  day  are  rinding  that 
superior  logistics  management  is 
one  of  the  best  ways  not  only  to 
squeeze  new  profits  from  thin 
margins,  but  also  to  dramatically 
improve  customer  sendee. 

THE  BAR  CODE  MAKES  IT  EASY 

The  cornerstone  of  superior  logis- 
tics management  is  the  bar  code. 
,;'ar  codes,  standard  on  product 
packaging  and  most  shipping 
containers,  have  proven  to  be  the 
v  to  todav's  most  effective 


The  Symbol  Spectrum  One  network  helps  Prank's  Nursery  &  Crafts 
devote  more  time  to  customer  service  than  ever  before. 


logistics  systems. 

The  ability  to  scan  bar  codes 
solves  the  problem  of  capturing 
important  information  on  prod- 
ucts and  materials  movement. 
Leveraging  this  capability  much 
further  are  the  real-time  mobile 
data  communications  facilities 
provided  by  Spectrum  Onef  a 
wireless  data  network  developed 
by  Symbol  Technologies,  Inc., 
which  a  decade  ago  invented 
hand-held  bar  code  scanners. 

To  take  inventory  or  pick  and 
put  away  items,  workers  with 
clumsy  clipboards  once  wandered 
vast  aisles;  now  they  make  rounds 
with  hand-held  laser  scanning  ter- 
minals that  exchange  data  via  the 
Spectrum  One  radio  frequency 
with  any  type  of  host  computer. 

SEEDING  FOR  FUTURE  GROWTH 
WITH  TECHNOLOGY 

Responding  to  customer  buying 
patterns  and  stocking  what  cus- 
tomers desire  has  propelled 
Frank's  Nursery  &  Grafts,  the 
largest  chain  of  specialty  retail 
stores  devoted  to  lawn  and  gar- 


den produets  and  ei 
to  the  head  of  its  el 
Technology  is  an  im 
tant  tool  for  the  su< 
cessful  niche  retaik 
which  has  proven 
there's  a  direct  link 
between  enhanced  < 
tomer  service  and  ti 
nology. 

Frank's  has  redin 
ed  effort  to  custom* 
service  by  automati 
reordering  and  inve 
ry  functions.  Associ 
I  scan  an  item's  bar  c 
I  with  the  Symbol  La! 
?  Radio  Terminal  (LR 
3800),  accessing  pr 
uct  inventory  and  p 
ing  information.  Th 
associate  then  entei 
the  quantity  of  the 
items  the  store  needs.  The  in 
mation  is  transmitted  to  the 
store  computer,  which  relays 
company  headquarters  via  a  s 
lite  connection  at  each  store. 

The  net  results:  15  to  30  h 
a  week  spent  manually  reorde 
items  has  been  reduced  to  a  c 
ter  of  that  time  using  the  LRr 
the  labor  spent  performing  in 
tory,  a  twice-a-year  storewide 
chore,  has  been  cut  in  half. 

The  Symbol  Laser  Radio 
Terminal/Spectrum  One  netv 
brings  automated  data  mana| 
ment  onto  the  retail  sales  flo< 
well  as  into  distribution  cent* 
and  manufacturing  plants. 

Symbol  Technologies,  whic 
designs  bar  code  driven  data 
transaction  systems  to  make  i 
best  use  of  its  Spectrum  One 
wireless  data  network,  is  focu 
on  logistics  management. 

Why  wireless  technology? 
Because  logistics  managemer 
may  be  where  you'll  find  your 
business  edge.  Just  ask  your  c 
petition. ■ 


HEN  IT  COMES  TO  INVENTORY  CONTROL, 
?VN  YOU  AFFORD  ANY  WEAK  LINKS? 


©  1993  Symbol  Technologies 


st  retailers  and  manufacturers  will  agree  that 
code  technology  is  one  of  the  most  important 
entory  control  innovations  of  the  past  two  de- 
es. And  that  bar  coding  is  most  effective  when 
i  at  all  levels  of  the  supply  chain,  from  the 
"lufacturer  to  the  distribution  center  to  the  final 
nt-of-sale. 

They'll  also  agree,  however,  that  linking  all 
se  parts  in  the  supply  chain,  without  any 
:hes,  is  not  always  easy. 
Symbol  Technologies  is  the 
Id  leader  in  bar  code-based 


data  capture  systems.  Together  with  our  network 
of  business  partners,  we've  implemented  thousands 
of  solutions  around  the  world.  Developing  not  only 
the  technological  tools,  but  also  the  experience 
needed  to  help  you  put  together  a  superior  system 
of  inventory  control.  One  that  can  manage 
inventory  more  effectively,  reduce  ordering  cycles 
and  improve  operational  efficiency.  In  short,  a 
system  with  no  weak  links. 

To  put  our  strength  to  the 
M         m R  test,  call  us  at  1-800-  SCAN- 

ififtdPHui/rfif  234.  ( 'an  you  afford  noi  to? 


Changing  the  way  business  works. 
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Wrists  killing  you?  Try  an  alternative  keyboard.  But  it  will 
cost  you  an  arm  and  a  leg,  and  it  may  not  work. 

My  aching  hands! 


By  David  C.  Churbuck 

CLIFFORD  Lasser,  a  32 -year-old  man- 
ager at  supercomputer  maker  Think- 
ing Machines  Corp.,  almost  saw  his 
career  come  to  a  halt  one  day  two 
years  ago.  While  typing  some  Fortran 
code  into  his  computer,  he  felt  sud- 
den stabbing  pains  in  his  forearms. 
Over  succeeding  days,  the  pain  got  so 
bad  that  he  was  able  to  type  only 
slowly  for  an  hour  a  day.  Not  good  in 
a  profession  in  which  ambitious  work- 
ers type  ten  hours  a  day. 

Lasser  didn't  quit.  Instead,  he 
found  relief  in  a  keyboard  that  looks 
nothing  like  a  keyboard,  but  rather,  in 
his  words,  something  like  a  prop  from 
a  science  fiction  movie. 

Lasser  bought  a  DataHand,  a  de- 
vice peddled  by  Industrial  Innova- 
tions in  Scottsdale,  Ariz.  DataHand  is 
a  two-part  keyboard  that  dispenses 
with  the  usual  rows  of  buttons  in  favor 
of  ten  thimble-shaped  wells  into 
which  the  user  inserts  his  fingertips. 
Eight  of  the  wells  are  five-way  switch- 
es. Each  switch  types  one  of  five  char- 
acters, depending  on  whether  you 
press  it  or  move  the  finger  forward, 
back,  left  or  right.  Thumbs  control 
different  buttons  that  act  like  a  con- 
ventional keyboard's  control,  alter- 
nate and  shift  keys. 


With  fingers  doing  the  walking, 
hands  are  close  to  stationary  and  in  a 
relaxed  position.  Thus,  says  Howard 
Klemmer,  chief  executive  of  Industri- 
al Innovations,  is  the  user  spared  the 
usual  stresses  that  lead  to  carpal  tun- 
nel syndrome,  tendonitis  and  other 
ailments. 

Klemmer  is  careful  not  to  make 
medical  claims  in  his  product  litera- 
ture, for  fear  of  arousing  the  attention 
of  the  Food  &  Drug  Administration. 
But  he  and  other  vendors  of  "ergo- 
nomic"  keyboards  do  get  the  word 
out  about  why  the  world  needs  their 
products.  The  story  line: 

The  standard  keyboard,  with  keys 
laid  out  in  parallel  rows,  forces  a  user 
into  bad  positions.  Abduction  is 
caused  by  having  your  hands  and  arms 
cramped  together.  Ulnar  deviation  is 
twisting  the  wrists  in  the  direction  of 
the  little  fingers.  Pronation  is  having 
your  hands  flat  on  the  keyboard.  Fi- 
nally, wrist  extension  is  the  sin  of 
bending  your  hands  up  so  that  the 
fingertips  are  much  higher  than  the 
wrists. 

Do  these  machines  really  alleviate 
or  prevent  typing  ailments?  Doctors 
say  it's  too  early  to  tell.  "At  this  stage, 
no  definitive  statement  can  be  made 


on  the  possibility  of  the  keybo 
acting  as  a  preventive  measure,' 
Dr.  Keith  Raskin,  a  New  York  o 
pedic  hand  surgeon.  But  presun 
there's  no  harm  in  trying  one. 

There  are  two  big  drawbacl 
DataHand.  One  is  that  it  runs  a  f 
ishly  expensive  $2,000.  (Kler 
says  that's  a  lot  cheaper  than  surg 
The  other  is  that  you  have  to  re 
touch  typing.  It  might  take  yo 
hours  of  practice  to  get  really  [ 
cient  at  the  wiggleboard. 

There  are  less  drastic  solut 
Start  with  wrist  support  pads,  less 
$  1 0  from  a  computer  store,  to  pr 
against  wrist  extension.  Then  co 
er  one  of  the  ergonomic  keyb< 
that  attempt  to  stop  abduction 
ulnar  deviation  by  cutting  the 
board  in  half.  In  many  cases 
boards  also  slant  the  rows  down 
thumb  to  little  finger,  to  prevent 
nation.  They're  a  lot  cheaper  tha 
DataHand  and  they  don't  force  t 
typists  to  start  life  over. 

Alternative  keyboards  tend  to  < 
from  small  manufacturers  only  r 
represented  in  retail  computer  st 
so  you  may  have  to  order  by  itu 
you  do,  stick  to  keyboard  firms 
money- back  trial  options.  Her 
sampling: 

Ergonomixx  of  Leesburg,  Va. 
the  My  Key  for  $275 .  It  arranges  i 
tion  keys  in  a  clock  configuratior 
offers  a  built-in  trackball  in  the  c< 
front  edge.  Built-in  palm  rests 
port  the  hands  and  wrists. 

Kinesis  Corp.  of  Bellevue,  V 
makes  the  Ergonomic  Keyb< 
$390,  with  keys  sunk  into  wel 
reduce  pronation  and  wrist  exten 
Kinesis  puts  the  thumb  to  wor 
placing  the  backspace,  delete,  < 
and  page  control  keys,  among  ot 
in  the  center.  No  trackball. 

Marquardt  Switches  of  Cazen 
N.Y.  offers  the  MiniErgo  at  $17 
has  a  separate  numeric  keypa 
.     number   crunchers  an 
built-in  palm  rest,  bin 
trackball. 
Perhaps  the  only  large  comp 

maker  to  offer  an  ergonomic 
board  as  an  option  to  buyers  of 
machines  is  Apple,  with  its  hii 
Adjustable  Keyboard,  priced  at  al 
$180.  Compaq  is  planning  ergon 
ic-keyboard  options,  possibly  as  i 
as  next  vear. 


The  Ergonomixx  (above) 
and  Kinesis  keyboards 
For  ailing  typists, 
radical  keyboard 
designs  could  spell 
the  difference  between 
misery  and  *;orfuctivity. 
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lions  of  dollars  will  be  going  into  wireless  computer 
[works.  How  is  little  RadioMail  going  to  fit  in? 

'ost  office 
ti  the  ether 


ulie  Pitta 

DU  HAVE  A  CLEVER  IDEA,  you  Can 

a  very  successful  software  compa- 
)r  even  a  manufacturer  of  special- 
hardware,  on  next  to  no  capital, 
can  you  start  a  successful  national 
imunications  network?  That's  a 
)rder,  but  Geoffrey  Goodfellow,  a 
rear-old  entrepreneur  who  started 
ioMail  from  a  spare  bedroom  in 
ilo  Park,  Calif,  five  years  ago, 
ids  to  fill  it. 

oodfellow's  bright  idea  was  that 
less  data  networks  would  become 
;nificant  force  in  computing.  He 
right — so  right  that  latecomers  to 

business  are  starting  to  invest 
)ns  of  dollars  in  it.  That's  a  prob- 

for  RadioMail,  which  remains 

even  after  an  infusion  of  equity 
:al  early  this  year.  Revenues  will 
ly  top  $2  million  this  year,  and 
dfellow  says  his  firm  won't  break 

until  sometime  in  1994. 
idioMail  sells  two  things.  It  sells 
vare  that  makes  it  easier  for  peo- 
o  hook  their  computers  into  the 
wireless  data  networks  open  to 
public,  RAM  Mobile  Data  and 
s.  It  also  sells  a  messaging  service. 
CAM  or  Ardis,  RadioMail  custom- 
ed files  to  RadioMail's  electron- 
>ost  office"  in  California,  whence 
data  can  be  routed  to  various 
ronic  mail  networks  (like  Inter- 
MCI  Mail  or  CompuServe).  Users 
ieeped  by  RadioMail  when  a  mes- 

has  been  delivered, 
o  question,  there  will  be  a  great 
and  for  software  and  services  like 
dfellow's.  All  those  Apple  New- 
and  AT&T  eos  and  other  personal 
al  assistants  make  sense  only  if 

can  connect  wirelessly  to  the 
ltry's  communications  networks. 
Goodfellow  can't  patent  the  idea 


RadioMail's  Geoffrey  Goodfellow 
Pushing  the  message  envelope. 


of  making  the  connections  easier. 

Already,  three  giants  are  horning  in 
on  RadioMail's  software  business: 
Lotus  Development,  Microsoft  and 
AT&T.  In  the  last  six  months  they  all 
have  introduced  software  to  facilitate 
wireless  electronic  mail  connections. 

Goodfellow's  main  selling  point  is 
that  his  system  is  more  universal  than 
the  others.  The  Lotus,  Microsoft  and 
AT&T  software  work  only  with  the  ram 
network,  not  Ardis.  And  users  of  Lo- 
tus and  Microsoft  software  have  to 
buy  gateways  to  talk  to  computers 


using  other  electronic  mail  packages. 

Goodfellow  is  bringing  a  big  broth- 
er with  him  to  the  fight:  Motorola. 
Motorola  has  invested  $2  million  in 
exchange  for  a  34%  stake  and  two 
seats  on  RadioMail's  five-member 
board.  (Goodfellow  retains  about 
25%  ownership.)  A  Danish  investor 
put  in  $1  million  at  the  same  time. 
The  money  allowed  Goodfellow  to 
move  the  company  out  of  his  house 
and  into  a  modest  office  building  in 
nearby  San  Mateo.  Before  that  Good- 
fellow had  subsisted  on  a  dwindling 
inheritance,  a  $50,000  loan  from  his 
grandmother's  estate  and  cash  flow. 
"We  had  nine  people,  50  phone  lines 
and  25  computers  in  my  three-bed- 
room, two-and-a-half-bath  place," 
says  Goodfellow.  "The  top  of  the 
toilet  seat  was  the  only  horizontal 
space  not  occupied." 

So  far,  Goodfellow  has  lured  1 ,500 
users  of  his  software  and  message 
service,  at  $89  a  month  each,  and 
landed  deals  with  Hewlett-Packard 
and  Ericsson  GE  Mobile  Communica- 
tions to  package  his  communications 
software  with,  respectively,  the  95LX 
portable  computer  and  the  Ericsson 
wireless  modem.  This  is  pretty 
heady  company  for  Goodfellow,  a 
self-educated  wirehead  who 
dropped  out  of  high  school  not  long 
after  his  parents  leased  a  computer 
for  him.  "I  was  a  computer  hacker 
when  that  wasn't  a  pejorative  term," 
Goodfellow  says.  "Back  then  it 
meant  someone  who  was  pushing 
the  envelope." 

Goodfellow  pushed  his  way  onto 
a  Department  of  Defense  computer 
network,  then  into  a  real  job  as  a 
computer  communications  expert  at 
SRI  International  in  Menlo  Park.  He 
left  to  join  an  ill-fated  cellular  start- 
up and  found  himself  unemployed 
for  two  years  until  he  came  up  with 
the  RadioMail  idea. 

Recently  Intel  announced  it  would 
sell  wireless  modems  through  retail 
stores  for  users  of  either  Microsoft, 
Lotus  or  AT&T  wireless  electronic  mail 
packages.  It  had  been  a  deal  Goodfel- 
low had  hoped  to  land. 

Is  he  worried  about  becoming  un- 
employed again?  Not  at  all,  says  the 
cheerful  entrepreneur:  "The  big 
competitors  don't  bother  me  as  much 
as  the  consumer  who  isn't  buying  any 
kind  of  services."  ■■ 
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Heart  software 


COMMENTARY  BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a  strategist  witl 
Amencom  Corp.  in  San  Francisco. 


The  reformers  in  the  White  House 
are  threatening  caps  on  doctors'  in- 
comes as  a  way  to  control  medical 
costs.  I  wonder  if  they  have  given 
any  thought  to  caps  on  programmer 
salaries. 

Not  that  I  want  to  give  the  Clin- 
tons any  more  bright  ideas  on  how 
to  stifle  medical  innovation.  But  it  is 
indeed  remarkable  the  extent  to 
which  computers  and  software  make 
up  the  value  added  in  medical  proce- 
dures. If  you  get  really  sick,  it  may 
be  Bill  Gates,  not  Denton  Coolev, 
who  saves  you. 

Consider  some  of  the  devices 
that  wouldn't  work  without  micro- 
processors and  the  code  to  run  on 
them:  ultrasound  imagers  (from  Acu- 
son  Corp.),  computer-aided  tomog- 
raphy machines  and  magnetic  reso- 
nance imagers  ( from  General  Electric, 
Siemens  and  Philips),  newborn  incu- 
bators (sold  by  Air  Shields )  and  smart 
hospital  beds  (from  American  Life 
Support,  a  startup). 

To  this  list  we  should  add  a  new, 
exotic  and  potentially  very  potent  life- 
saver  called  Cardiac  Pathways. 

The  company,  headquartered  in 
Sunm-vale,  Calif.,  is  developing  the 
hardware  and  software  to  treat  ven- 
tricular tachyarrhythmia,  or  abnor- 
mally fast  heartbeat  in  the  main 
pumping  chambers. 

About  400,000  people  develop  this 
particular  abnormal  rhythm  even'  vear, 
and  one-fourth  of  them  die  from  it. 

A  fast  beat  is  a  too  common  bv- 
product  of  the  scarred  heart  muscle 
and  nerves  caused  by  the  sudden  clog- 


ging of  a  coronary  artery.  A  patient 
may  survive  the  ensuing  heart  attack, 
only  to  succumb  6  or  12  months  later 
when  the  system  that  regulates  his 
heartbeat  breaks  down.  Without 
warning,  his  heart  begins  to  pulse 
dangerously  out  of  control.  The  rem- 
edy is  a  visit  by  an  ambulance  medic — 
assuming  he  can  get  there  in  time. 
Using  a  device  called  a  defibrillator, 
the  medic  delivers  an  electric  shock 
that  jolts  the  heart  into  beating  nor- 
mally again. 

But  not,  unfortunately,  for  long. 
Cardiac  arrhythmia  is  a  recurring 
condition. 

Until  the  middle  of  the  last  de- 
cade, the  only  long-term  treatments 
for  tachyarrhythmia  were  surgery  or 
drugs,  both  long  shots.  Surgery  con- 
fronted the  patient  with  a  one-year 
mortality  rate  of  up  to  30%.  Drugs 
offered  even  worse  odds;  within  a 
year  45%  of  those  so  treated  died. 

Then,  in  the  mid-1980s,  a  new 
breed  of  defibrillator  came  along. 
Miniaturized,  implantable  and  soft- 
ware-controlled, this  device  senses 
the  start  of  an  arrhythmia  and  stops  it 
with  a  low-voltage  shock  to  the  heart. 
First-year  mortality  rates  for  implant- 
able defibrillators  are  low — 2%  or  3%. 
Not  surprisingly,  programmable  defi- 
brillators have  become  a  big  business 
(Forbes,  July  20, 1992). 

William  Starling,  founder  and 
chief  executive  of  Cardiac  Path- 
ways, is  running  his  business  on  the 
thesis  that  defibrillators  are  an  im- 
perfect cure  for  arrhythmia.  They 
are  expensive — S 5 5, 000  for  the 
hardw  are  and  the  work  to  implant 
it — and  treat  the  svmptoms  more 
than  the  disease.  Starling  should 
know.  He  cofounded  Yentritex, 
Wall  Street's  favorite  vendor  of 
implantable  defibrillators. 

Cardiac  Pathways'  treatment  for 
someone  who  has  had  an  episode  of 
tachyarrhythmia  begins  with  the  in- 
sertion of  a  very  thin  catheter  into  the 
heart.  The  catheter  is  loaded  with  a 
small,  collapsible  basket — a  contrap- 
tion that  looks  like  a  midget  egg 
w  hisk,  about  the  size  of  a  garlic  bulb. 


It's  made  of  nitinol,  one  of  the  ": 
on  metals,"  and  when  it  expar 
fits  snugly  into  the  heart's  venti 
chamber.  There's  an  array  of  s< 
on  each  of  the  basket's  eight  lin 
communication  line  runs  fror 
sensors,  up  the  catheter  and  out 
body  to  a  computer. 

Data  from  the  sensors  are 
tured,  analyzed  and  mapped.  I 
heart  beats,  a  physician  can  wat 
exquisite  detail,  real  time  3-D 
showing  the  inner  contraction 
expansions  of  the  ventricular  c 
ber.  It  takes  no  small  amou 
processing  power  to  w  ork  this 
ic.  Cardiac  Pathways  runs  its 
ware  on  top-of-the-line  Sun  am 
con  Graphics  workstations.  Ar 
taking  the  talents  of  eight  full 
programmers,  plus  a  half-c 
contractors,  to  develop  and  c 
the  programs. 

The  software  allows  a  physici 
pinpoint  trouble   spots — the 
where  damaged  heart  tissue  tri 
an  abnormal  heart  rhythm. 

Once  the  doctor  finds  the  lo< 
the  patient's  problems,  he  activ 
tiny  radio  frequency  emitter  sit 
in  the  center  of  the  sensor  baske 
steers  the  emitter  to  the  injurec 
and,  to  use  nonmedical  terminc 
zaps  it. 

Neutralizing  damaged  tissu 
eliminate  the  potential  soun 
nen  e  misfiring  is  not  a  radical  ic 
is  being  done  now,  albeit  usual 
the  heart's  upper  chambers. 

So  far,  Cardiac  Pathways  has 
successful  batten1  of  animal 
Bv  1995,  if  all  goes  well,  it  1 
to  be  treating  its  first  humai 
tients — albeit,  compliments  of  ft 
red  tape,  those  patients  likely  w 
Europeans. 

Cardiac  Pathways  is  barely 
years  old,  and  as  yet  has  neither  j 
ucts  nor  customers.  Nonetheles 
venture  capitalists  have  assigned 
exalted  valuation  of  S54  mi 
Some  pretty  smart  money  is  gam 
that  computer-controlled  medic 
going  to  be  a  still  bigger  busines 
dav  soon. 
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When  some  clown  says  he  needs 
he  report  first  thing  Monday  morning 


••• 


low  him  some  real  magic! 

Friday  afternoon.  SURPRISE!  The  report  is  due  first 
rig  Monday  morning.  Sharp,  crisp  and  professional. 

n't  clown  around.  Dazzle  'em  with  a  little  magic  of  your 
n.  And  wow  the  crowd,  first  thing  Monday  morning, 
:hout  ever  breaking  a  sweat. 

e  secret  is  the  Brother  HL-6  laser  printer  or  the  Brother 
-400  ink  jet  printer.  You  get  professional  printing 
erever,  and  whenever  you  want.  Magically  simple  to  use. 
th  powerful  productivity  and  text/graphics  features. 

e  HL-6  has  60  fonts,  a  high  speed  bi-directional  parallel 
ft,  and  patented  auto-emulation  and  interface  switching, 
e  HJ-400  prints  at  360  DPI,  has  up  to  42  fonts,  100-page 
:omatic  feeder,  patented  auto -interface  switching  and 
tant  Apple®  Mac  and  IBM®  compatibility.  Practically 

'6  laser  printer 

6-page-per-minute  speed 
at  300  DPI,  PC  compatible 
Special  Windows '  driver 
Up  to  60  fonts,  including 
TrueType  -compatible  fonts 
Automatic,  hassle  free  operation 
Two-year  warranty 


everything  is  automatic  to  make  them  easy  to  use.  Both 
print  a  variety  of  standard  business  papers  and  envelopes, 
and  are  backed  by  a  two-year  warranty.  Both  have 
everything  you  need  for  a  "knock-em-dead"  performance 
every  time.  (And  all  at  a  matinee  price!) 

With  these  powerful  printers  no  one  will  ever  know -or 
care -if  you  printed  your  work  at  that  circus  you  call  your 
office,  or  at  home. 

Face  it:  in  a  world  of  clowns,  you  need  powerful  business 
magic  like  the  HL-6  laser  or  the  HJ-400  ink  jet  to  help  you 
manage  your  work  and  your  time. 

The  amount  of  work  won't  go  away.  But  you  can  decide 
where  and  when  to  do  it  without  compromising  quality. 

And  isn't  that  real  magic? 

Call  1-800 -276 -PRINT,  ext.  642  for  the  nearest  dealer. 
(In  California  call  1-714-859-9700,  ext.  642.) 

HJ-400  ink  jet  printer 


Laser-like  output  at  360  DPI 
PC  and  Macintosh1*  instant  compatibility 
Windows  and  Quickdraww  drivers 
Up  to  42  fonts,  including  TrueType- 
compatible  fonts 

Standard,  automatic  cut-sheet  feeder 
Two-year  warranty 


Available  at  Sears  Brand  Central,  Silo,  Lechmere,  Nobody  Beats  The  Wiz,  and  other  fine  dealers. 


We're  at  your  side 


er  is  a  registered  trademark  of  Brother  Industries.  Ltd  Apple,  Macintosh  and  Qukkdraw  are  registered  trademarks  of  Apple  Computer  TrueType  is  a  trademark  of"  Apple  Computer,  In, 
(.  Windows  is  a  trademark  of  Microsoft  Corporation    IBM  is  a  registered  trademark  of  International  Business  Machines   All  other  hrand  and  product  names  are  registered  trademarks  or  t 
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The  feds  slapped  down  Centocor's  drug  to  treat  blood 
poisoning.  Centocor  picked  up  the  pieces  and  used 
them  to  go  after  a  much  bigger  prize. 

Hope  for 
arthritis  victims 


By  Philip  E.  Ross 

Whkn  THE  body  mistakes  a  bit  ofitself 
for  a  parasitic  invader,  it  launches  an 
assault  known  as  an  autoimmune  re- 
action. Any  tissue  can  be  the  target  of 
the  assault:  the  white  matter  of  the 
brain,  in  multiple  sclerosis;  the  insu- 
lin-making cells  of  the  pancreas,  in 
juvenile  diabetes;  the  gut,  in  Crohn's 
disease;  the  joints,  in  rheumatoid  ar- 
thritis. Find  a  way  to  stop  this  self- 
destruction  and  you  have  a  medicine 
that  will  rescue  many  desperately  ill 
people. 

Scientists  suspect  that  autoimmu- 
nity may  affect  many  people,  in  cases 
so  mild  they  go  undiagnosed.  But  in 
5%  of  the  adult  population  in  Western 
countries,  the  internal  squabble  esca- 
lates to  full-scale  civil  war,  ending  in 
disability  or  death.  So  far,  medicine 
has  been  able  to  offer  little  help. 
Steroid  drugs  that  broadly  suppress 
inflammation  work — but  at  the  cost 
of  terrible  side  effects.  Now,  at  last, 
remedies  seem  to  be  at  hand:  very 
specific  drugs  that  interfere  with  an 
autoimmune  disease  without  shut- 
ting down  the  good  parts  of  the  im- 
mune system. 

Centocor,  the  Malvern,  Pa.  biotech 
firm,  thinks  it  has  come  upon  a  drug 
that  interferes  with  autoimmune  dis- 
eases. The  company  lost  a  lot  of  credi- 
bility last  year  when  its  drug  to  treat 
sepsis,  or  blood  poisoning,  was  reject- 
ed by  a  federal  advisory  panel.  But  if 
the  same  fate  awaits  this  latest  Cento- 
cor discovery,  patients  need  not  give 
up  hope:  At  least  a  dozen  other  firms 
are  targeting  autoimmune  diseases. 

A  woman  we  will  call  Clara  has 
rheumatoid  arthritis.  By  the  summer 
of  1992  she  found  combing  her  hair 


or  putting  on  a  blouse  a  painful  or- 
deal. Every  morning  she  needed  90 
minutes  to  warm  up  with  baths,  pain- 
ful flexing  and  the  first  in  her  day's 
cocktail  of  drugs,  from  which  she 
derived  only  marginal  relief. 

Then  doctors  at  the  Kennedy  Insti- 
tute of  Rheumatology  in  London  in- 
fused her  veins  with  a  thimbleful  of  an 
antibody  called  anti-tumor  necrosis 
factor,  genetically  engineered  by 
Centocor  Inc.  Two  weeks  later  she 
repeated  the  treatment. 

"It  was  really  very  dramatic,"  Clara 
declares  in  a  videotape  that  Centocor 
is  circulating  internally.  "I  was  able  to 
get  out  of  bed  in  the  morning  with 


really  very  little  discomfort.  I  car 
I  hadn't  been  able  to  run  for  qi 
long  time." 

Clara's  improvement  was  mir 
by  18  other  patients  who  comp 
the  trial.  (A  20th  patient  with 
after  developing  a  minor  comp 
apparently  unrelated  to  the 
ment.)  No  side  effects  were  n 
not  even  the  transient  fever  that 
accompanies  treatment  with  art 
antibodies.  The  average  p; 
stayed  in  remission  for  three  mc: 
those  who  chose  to  take  another 
when  their  worst  symptoms  reti 
achieved  another  respite,  albeit  1 
long  as  the  first.  A  few  have  conti 
to  improve  over  the  past  year. 

The  same  magic  potion  seer 
work  against  certain  other  aui 
mune  ailments.  James  Woody, 
tocor's  chief  scientist,  says  that 
TNF  has  delivered  overnight  relic 
girl  suffering  from  Crohn's  di: 
He  plans  to  test  it  soon  on  mu 
sclerosis  patients. 

These  promising  reports  an 
outgrowth  of  a  new  theory  o 
process  of  autoimmune  inflar 
tion.  The  theory  began  to  take  : 
in  the  mid-1980s,  when  two  Ker 
Institute  immunologists,  Rav 
Maini  and  Marc  Feldmann,  sti 
the  chemical  contents  of  the  joii 
patients  with  rheumatoid  art! 


Immunologists  Ravinder  Maini  and  Marc  Feldmann 

To  attack  an  undesirable  element  of  the  human  immune 

system,  they  enlist  the  aid  of  a  mouse  immune  system. 
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ear-shaped  molecule  on 
ight  is  tumor  necrosis 
r,  a  prime  player 
he   cascade  of 
ts  that  results  in 
natoid  arthritis  and 
chronic  diseases, 
ttack  TNF,  scientists 
t  it  into  a  mouse,  which 
is  antibodies  against  it. 
active  part  of  the  mouse 
ody,  shaded  blue,  is  then 
sd  onto  a  human  base  so  that 
uman  body  will  tolerate  it.  The 
ting  monster  molecule,  70%  hu- 
is  infused  into  the  patient's  veins 


le  joints  invariably  harbored  a 
y  of  cytokines,  chemical  messen- 
by  which  immune  cells  coramu- 
e  with  one  another  and  other 
of  the  body  to  orchestrate  the 
-uction  of  a  foe.  Feldmann's  cru- 
nsight  was  to  infer  that  the  cyto- 
s  acted  not  in  parallel,  in  which 
they  would  have  to  be  fought  in 
li,  but  in  series.  To  interfere  with 
■  action,  it  would  suffice  to  knock 
he  master  cytokine  at  the  top. 
nal  studies  implicated  a  pear- 
ed  molecule  called  tumor  necro- 
actor,  so  called  because  it  was 
inally  found  to  aid  in  the  dissolu- 
of  tumors.  How  to  stop  TNF? 
le  appropriate  tool  already  lay  on 
tocor's  shelves,  in  the  form  of  an 
3ody  to  TNF  originally  intended  to 
:  sepsis,  a  bacterial  blood  poison- 
:hat  mainly  affects  patients  recov- 
er from  surgery.  Centocor's  two- 
lged  attack  on  sepsis  was  ill-fated. 
-TNF  didn't  work  too  well,  and 
ral  authorities  threw  cold  water 
Dentoxin,  Centocor's  other  anti- 
is  drug. 

nti-TNF  was  at  that  point  a  cure  in 
:h  of  a  disease.  "We  had  been 
ing  for  a  few  months  for  another 
ication  when  Feldmann  ap- 
iched  us,"  says  Woody.  The  con- 
ion  owed  little  to  chance:  Woody, 
uke-  and  Harvard-trained  physi- 
,  had  gone  back  to  school  to  pick 
i  doctorate  in  immunology.  His 
ser  was  Feldmann. 


Centocor's  product  is  produced  in 
several  stages.  The  general  scheme 
involves,  in  a  way,  giving  the  immune 
system  a  dose  of  its  own  medicine. 
More  precisely,  it  involves  getting  the 
mouse  immune  system  to  fend  off  the 
human  immune  system. 

The  first  step  is  to  inject  human  TNF 
into  a  mouse,  whose  immune  cells, 
recognizing  the  substance  as  foreign, 
make  antibodies  against  it.  Because 
mouse  anti-TNF  would  itself  be  at- 
tacked inside  the  human  body,  the 
next  step  is  to  camouflage  the  mouse 
antibodies.  Using  techniques  of  re- 
combinative  genetics,  scientists  graft 
mouse  genes  encoding  the  antibody's 
business  end — the  part  that  latches 
onto  TNF — onto  human  genes  encod- 
ing the  backbone  of  a  generic  anti- 
body. The  resulting  mouse-human 
"chimeric"  antibody  molecule  is  still 
capable  of  latching  onto  human  TNF, 
but  it  is  not  clearly  perceived  by  a 
human  immune  system  as  alien. 

Genes  to  make  the  chimeric  anti- 
body are  insinuated  into  a  line  of 
mouse  tumor  cells.  In  500  liter  fer- 
mentation vats,  these  cells  are  set  to 
work  churning  out  gobs  of  anti-TNF. 

"You  don't  really  want  to  raise  false- 
hopes.  We've  treated  patients  with 
long-standing  disease,  and  in  three  or 
four  months  it  comes  back  again," 
cautions  Feldmann.  But  then  he  adds, 
quite  hopefully,  "We  suspect  that  for 
patients  whose  rheumatoid  arthritis  is 
not  so  severe,  perhaps  earlier  in  the 


process,  a  cure  may  be  possible." 

If  Centocor  trips  again  on  the  way 
to  the  Food  &  Drug  Administration, 
there  are  others  to  pick  up  the  pace. 
Bayer  and  the  British  biotech  firm 
Celltech  recently  formed  a  joint  ven- 
ture to  use  anti-TNF  to  treat  arthritis. 
But  time  is  on  Centocor's  side,  and 
the  prize  is  large.  The  patient  popula- 
tion— millions  of  arthritis  sufferers, 
perhaps  a  half-million  people  with 
Crohn's  and  other  autoimmune  co- 
lon diseases — is  far  larger  than  the 
population  of  sepsis  victims. 

Other  strategies  exist  for  the  treat 
ment  of  autoimmune  disease.  Some 
biotech  firms,  including  Neurocrine 
Biosciences,  are  trying  to  teach  the 
body  to  tolerate  that  part  of  the  self 
that  offends  it.  Others,  such  as  Sera- 
gen,  want  to  disable  the  immune  cells 
that  surge  through  the  bloodstream 
to  lay  waste  to  the  target  tissue.  Still 
others,  among  them  Icos  and  Im- 
munex,  want  to  waylay  the  cells,  so 
that  they  fail  to  disembark  near  the 
designated  beachhead. 

The  battle  against  autoimmune  dis- 
ease has  come  a  long  way  in  the  past 
four  years.  Since  then,  says  Lawrence 
Steinman  of  Stanford  University,  the 
number  of  drugs  in  the  pipeline  has 
risen  fivefold.  In  July  the  FDA  ap- 
proved Chiron's  and  Berlex's  brand 
of  beta  interferon  for  the  treatment  of 
multiple  sclerosis.  It  is  the  first  specific 
anti-autoimmune  drug  approved; 
only  the  first.  Mi 
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Thelie 
of  averages 


Peter  Huber  is  an  editor  of  Phantom  Risk: 
Scientific  Inference  and  The  Law 
(MIT  Press,  1993). 


Forget  everything  you've  read 
about  declining  Scholastic  Aptitude 
Test  scores.  Among  whites  and 
blacks,  Asians,  Mexicans  and  Puerto 
Ricans,  sat  scores  have  been  rising 
over  the  last  two  decades,  or  at  worst 
holding  about  steady.  Minority  group 
scores  are  rising  the  fastest. 

But  haven't  you  read  again  and 
again  that  nationwide,  average  SAT 
scores  have  declined  about  5%  over 
the  past  20  years?  You  have. 

It  seems  like  quite  a  contradiction. 
How  can  the  overall  average  go  down 
if  sub-averages  for  all  the  constituent 
groups  are  going  up?  You'll  never  get 
to  the  bottom  of  this  paradox  by 
listening  to  political  gas.  Politicians 
understand  statistics  only  just  well 
enough  to  lie  with  them.  Baseball  is 
more  honest. 

In  the  first  half  of  the  season,  Ruth 
bats  .290,  Jackson  .280.  In  the  second 
half,  both  go  on  a  tear:  Ruth  bats 
.350,  Jackson  trails  again,  averaging 
.340.  But  what  do  we  find?  The  bat- 
ting champ  trophy  goes  to  Jackson. 
Does  the  Commissioner  need  new 
batteries  for  his  calculator?  Not  at  all. 
Ruth  had  1 50  at  bats  in  the  first  half  of 
the  season,  100  in  the  second.  Jack- 
son had  100,  then  150.  If  you  do  the 
numbers,  you'll  find  that  for  the  sea- 
son as  a  whole,  Ruth  batted  .314, 
Jackson  .316.  Averages  often  defy 
ordinary  intuition. 


That's  the  story  behind  average  sat 
scores,  too.  Average  scores  have  been 
declining,  but  your  "average"  stu- 
dent is  doing  better,  or  at  least  as  well 
as  he  ever  did.  What  has  changed  is 
not  student  performance  but  demo- 
graphics. Minority  students,  whose 
scores  are  rising  faster,  but  from  a 
lower  base,  are  showing  up  in  test 
rooms  in  higher  numbers  than  they 
used  to.  Kendrick  Frazier  provides  a 
summary  in  the  Fall  1993  issue  of  the 
Skeptical  Inquirer.  The  full  study, 
Perspectives  on  Education  in  America, 
was  conducted  by  Sandia  National 
Laboratories  and  is  written  up  in  the 
May- June  1993  issue  of  the  Journal  of 
Educational  Research. 

Facts  like  these  don't  get  headlines, 
because  they  upset  too  many  political 
agendas.  Want  to  prove  that  health 
care  in  America  is  dismal?  Compare 
average  infant  mortality  rates  in  New 
York  City,  where  countless  mothers 
are  on  drugs,  with  corresponding 
numbers  for  Stockholm,  where  infan- 
ticide through  the  nose  is  discouraged. 
Want  to  say  something  about  crime  in 
America?  Average  an  urban  combat 
zone  and  a  rural  sea  of  tranquility,  then 
compare  with  some  safe  little  town  in 
England.  Want  to  prove  that  America 
is  oppressive  and  racist?  An  average 
can  be  found  to  suit  your  purpose. 

Subpopulations 

Average  SAT  scores 


800 


700 


Asian-American 
American  Mexican- 
Indian  American 


Black 


Puerto  Rican 


600  11   

75  '80 


mLLIiI  I 


85  '91 

Source:  National  Center  for  Education  Statistics 

The  paradox  of  the  average:  The  compo- 
nents gain  as  the  composite  falls. 


You  can  in  fact  prove  anythin 
you  want  about  America  by  coi 
ing  a  well-averaged  American 
the  resident  of  some  carefull] 
averaged  little  burg,  village  or 
from  somewhere  else  on  the  p 
All  such  comparisons  are  nonser 
course.  There  are  250  million 
and  we  are  a  fractious,  heterogei 
lot.  The  next  fool  who  tries  to 
pare  us  with  27  million  fresh-f 
Canadians  should  be  sentena 
play  ice  hockey  against  them 
year,  with  no  universal- health -i 
ance  dentist  on  call. 

That  is  undoubtedly  where  m 
our  diversity  police  belong.  The 
averages  defines  their  profe 
They  emphasize  our  differenc 
divide  us  up  into  myriad  subgroi 
hyphenated  Americans,  then  i 
out  "the  average"  to  prove  tha 
hyphenated  group  or  that  on 
been  systematically  cheated, 
moment  they  acknowledge  c 
ences  linked  not  to  prejudice  h 
culture,  sex,  race  or  age,  they  ha\ 
the  battle  for  government-imj 
"equality." 

It  won't  do.  Average  Americ 
which  is  to  say,  all  the  rest  of 
intuitively  understand  why.  Nol 
ply  because  our  SAT  math  scon 
rising.  But  because  we  know  bas 
where  averages  are  calculated 
player  at  a  time. 

None  of  this  means  we  shou 
complacent:  Our  public  educai 
system  is  indeed  in  shambles,  an 
SAT  scores  could  and  should  be  i 
higher.  But  the  case  for  better  e 
tion  must  begin  with  an  unders 
ing  of  who  our  children  are.  Wit 
scores,  as  with  everything  else,  A 
ca  is  the  land  where  you  cut 
from  the  dismal  averages  that  in 
oned  your  parents. 

All  discussion  of  public  poli 
this  country  must  begin  with  a  si 
incontrovertible  fact:  There  is  nc 
thing  as  an  average  American. 
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ay  in  business,  fast  is  no  longer  fast  enough.  Even  faster  is  still  too  slow  to  keep  pace  with  the  incredible  demands 
ed  on  people  and  the  computers  they  work  with. 

That's  one  reason  why  IBM  developed  the  P60/D.  A  60  MHz  64-bit  Pentium  chip  computer  so  fast, 
so  powerful,  it  makes  today  s  conventional  computers  seem  like  they're  moving  at  a  snails  pace. 
The  P60/D  reflects  IBM's  dedication  to  building  a  computer  that  takes  full  advantage  of  the 
tium  chip  itself.  Offering  graphics  performance  that's  twice  as  fast  as  our  486DX2-66!  And  with  the  latest  local  bus 

I   WuePoint  Pentium  technology. 
I         A  computer  built  for  a 

world  that  needs 
everything  done  yesterday. 

architecture,  it  gives  you  graphics  capabilities  that  make  everything  you  do  look  better.  All  of  which  make  it  ideal 
?ven  the  most  sophisticated  imaging  and  multimedia  needs. 

Of  course  the  P60/D  is  not  without  other  virtues.  It's  fully  compatible  with 
r  existing  operating  systems  and  application  software.  What's  more,  it's 
vork  expandable. 
But  what  also  makes  this  new  ValuePoint  so  valuable  is  IBM's 
commitment  to  service,  quality  and  most 
important,  value.  For  example,  there's  IlelpWare® 
which  includes  one-year  on-site  service,  a  30-day  money-back 
guarantee  and  around-the-clock  assistance.* 

For  more  information,  call  the  Personal  Systems  HelpCenter®  day  or  night  at 
I  800  772-2227."  To  order,  call  toll-free  1  800  IBM-2YOU,  and  refer  to  NDJ  ,  or  see  your  IBM 


Features 


0  MHz  Pentium 
processor 

56KB  L2  Cache 
standard 

PCI  local  bus 

PCI  local  hu> 
graphics 

Id  Ml!  memory 
standard 


ll!\l  service 
and  support 


P60/D 
available 
starting  at 
$4,999*,* 
including 
15"  SVGA 

monitor. 


lorized  dealer.  But  do  it  soon.  Because  at  the  rate  you're  working  today,  you'll  probably  need  it  tomorrow. 


irk  performance  measured  by  running  WinBench'"  version  3.11  at  1.024  x  768  x  256  colors  at  70  Hz  "IBM  prices,  dealer 
may  vary  'Information  or  copies  of  IBM  limited  warranty  are  available  upon  request  "In  Canada,  call  1  800  465-7999 
lelpWare  and  HelpCenter  are  registered  trademarks  and  ValuePoint  is  a  trademark  of  International  Business  Machines 
ration  The  Intel  Inside  logo  is  a  registered  trademark  and  Pentium  is  a  trademark  of  Intel  Corporation  All  other  products 
and  names  may  be  trademarks  or  registered  trademarks  of  their  respective  owners.  ©  1993  IBM  Corp 


Establishment  doctors  who  dismiss  therapies 
like  acupuncture  and  herbal  healing  as  quackery 
might  benefit  from  a  second  opinion  on  what 
is  happening  in  the  medical  marketplace. 

New  support 
for  old  therapies 


By  Richard  Phalon 

Does  doctor  really  know  best?  Not 
always,  it  would  seem,  if  you  take  into 
account  the  increasing  respectability 
being  won  by  such  nonconventional 
therapies  as  acupuncture,  biofeed- 
back, chiropractic  and  herbal  medi- 
cine. In  other  cultures  these  therapies 
have  been  standard  practice  for  ages, 
but  most  physicians  educated  in 
schools  approved  by  the  American 
Medical  Association  and  affiliated 
with  AMA  hospitals  have  long  dis- 


missed these  techniques  as  quackery. 
Today,  however,  signs  of  a  new  ap- 
probation for  alternative  medicine  are 
everywhere.  Among  them: 

A  clear  drift  of  market  forces.  A 
survey  team  headed  by  Dr.  David 
Eisenberg,  who  teaches  a  course  in 
alternative  medicine  at  the  Harvard 
Medical  School,  reported  in  the  Jan. 
28,  1993  New  England  Journal  of 
Medicine  that  Americans  made  an  es- 
timated 425  million  visits  to  noncon- 


ventional practitioners  in  IS 
about  10%  more  than  the  388  rr 
visits  logged  by  all  U.S.  primar 
physicians.  The  biggest  consu 
Eisenberg  discovered,  were  con 
lively  well  off,  well-educated  p 
in  the  25-to-49  age  bracket  who 
troubled  by  chronic  ailments  like 
pain  and  anxiety.  Those  with  j 
problems  (cancer  and  diabete 
example)  were  typically  also  und 
care  of  a  mainstream  physician.  I 
berg's  conclusion:  "The  frequei 
use  of  unconventional  therapy  i 
U.S.  is  far  higher  than  previ 
reported.11 

Recent  establishment  within  tk 
tional  Institutes  of  Health  of  an 
of  Alternative  Medicine.  Anion 
research  being  funded  by  the  Nil 
impact  of  biofeedback  on  ch 
lower  back  pain;  the  potential  b 
of  imaging  techniques  for  asthn 
tients;  the  value  of  acupunctu 
the  attention  deficit  in  hyper 
children.  The  1994  budget  is  it 
cule  (only  $3.5  million)  and  sk 
numerous  (some  hidebound 
staffers  refer  to  the  new  outfit  ; 
"Office  of  Astrology").  But  th 


A  consumer's 
guide  to  alternative 
medicine 

Checking  out  the  back- 
ground of  a  conventionally 
trained  physician  is  fairly 
easy.  A  call  to  the  local 
medical  society  will  usu- 
ally elicit  the  basics  on  his  or 
her  medical  training,  spe- 
cialty board  certification 
and  hospital  affiliations. 
(If  you  want  to  know  about 
a  doctor's  healing  skills, 
talk  to  other  doctors, 
nurses,  friends  and  for- 
mer patients.) 

But  the  crazy  quilt  pat- 
tern of  state  licensing  prac- 
tices— some  strict,  some 
nonexistent — makes  select- 
ing a  practitioner  of  alter- 
native medicine  a  bit  more 
tricky.  Is  the  "doctor"  in 
front  of  a  name  the  honorif- 


ic of  a  correspondence 
school?  Or  is  it  the  fruit  of 
four  years'  graduate  study 
at  a  recognized  institution? 

Here  are  some  guide- 
lines for  figuring  out  who 
should  make  the  cut. 

Acupuncture.  Many 
conventionally  trained  phy- 
sicians have  gone  on  to 
study  acupuncture.  Some 
500  of  them  are  members 
of  the  American  Academy 
of  Medical  Acupuncture 
(800-521-2262).  Accep- 
tance requirements:  200 
hours  of  study,  followed  by 
two  years'  practice  in  it 
with  a  commitment  to  con- 
tinuing study. 

The  National  Com- 
mission for  the  Certifica- 
tion of  Acupuncturists 
(202-232-1404)  sets  stan- 
dards for  practitioners, 
both  physician  and  non- 
physician.  The  NCCA's  re- 
quirements: three  years  of 


formal  education  in  acu- 
puncture school  with  at 
least  1,350  hours  in  class- 
room and  clinical  training. 
The  NCCA  alternatively 
requires  apprentices  to 
have  completed  at  least 
4,000  contact  hours  of  class 
and  clinical  work.  Other 


Pramila  Vishvanath 
For  hypertension, 
hawthorn  berries. 


acupuncturists  can  qui 
with  no  less  than  four 
years  of  active  practice  i 
minimum  of  500  patie 
visits  per  year.  Ask  abo 
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the  august  NIH  is  giving  alterna- 

medicine  any  attention  at  all  is 
fa  sign  of  changing  times. 
rowing  interest  from  health  main- 

nce  organizations  and  major  in- 
<nce  companies.  The  fast-growing 
3rd  Health  Plans,  for  example,  an 
)  based  in  Darien,  Conn.,  has 
in  a  pilot  study  in  alternative 
icine.  The  program  permits  the 
}f  both  conventional  and  naturo- 
ic  practitioners.  (What's  a  natu- 
.th?  See  box.)  The  objective:  to 
rmine  whether  or  not  alternative 
icine  is  a  cheaper  and  more  effec- 
way  of  dealing  with  such  common 
mic  ailments  as  lower  back  pain 

migraines.  The  experiment  re- 
s  the  personal  interest  of  Oxford 
Ith's  chief  executive  (and  a  major 
eholder)  Stephen  Wiggins, 
>se  own  family  extensively  uses  a 
xopath  trained  in  India  and 
U.S. 

[utual  of  Omaha  has  expanded 
:rage  of  a  test  program  that  indi- 
s  that  patients  with  clogged  arter- 
lay  do  better  on  a  carefully  moni- 
d  "wellness"  regimen  (ciiet,  exer- 
group  support)  than  through 


Oxford  Health  Plans'  Stephen  Wiggins 
Medicine  is  East  and  West. 


such  conventional  high-cost  options 
as  angioplasty  and  bypass  surgery. 
Mutual  is  considering  coverage  of 
other  alternative  therapies — relax- 
ation techniques  and  stress  manage- 
ment— as  a  low-cost  way  of  dealing 


with  asthma  and  chronic  back  pain. 

One  of  the  virtues  of  alternative 
medicine,  says  Mutual's  medical  di- 
rector, Kenneth  McDonough,  is  that 
it  gets  people  involved  in  helping  heal 
themselves.  "It's  a  form  of  empower- 
ment," he  notes. 

When  you  begin  to  hear  buzzwords 
like  "empowerment"  in  no-nonsense 
Omaha,  you  know  that  change  is  in 
the  wind. 

Open-minded  professionals  like 
Kenneth  McDonough  do  not  envi- 
sion miracle  cures.  They  simply  see 
alternative  medicine  as  additive  to, 
rather  than  supplantive  of,  conven- 
tional medicine. 

If  some  old-line  physicians  are  feel- 
ing crowded,  they  don't  have  to  look 
too  far  for  the  reasons.  For  all  its 
manifest  success,  American  medicine 
has  become  outrageously  expensive 
and  highly  fragmented,  with  too 
many  specialists  focusing  on  different 
components  of  the  same  anatomy. 
Nor  can  conventional  medicine  cure 
everybody's  ailments.  For  all  these 
reasons,  it  should  come  as  no  surprise 
that  alternative  medicine  continues  to 
make  inroads.  US 


fication  before  sub- 
ing  to  the  needles. 
iofeedback.  A  ma- 
e-oriented  relaxation 
nique  aimed  at  re- 
ng  tensions  sometimes 
cted  in  ailments  such 
ligraines  and  hyperten- 
.  Many  hospitals  offer 
eedback,  and  the  Yel- 
Pages  are  chocka- 
k  with  technicians'  ads. 
ly  practitioners  are 
led  in  some  medical  or 
d  field  (nursing,  psy- 
ogy),  but  there  is  no 
:  licensing  for  bio- 
back  therapists  as  such, 
ification  requires 
ten  and  practical  ex- 
.  The  major  profes- 
al  group  is  the  Biofeed- 
l Certification  Insti- 
of  America,  10200 
1 44th  Avenue  #304, 
:at  Ridge,  CO  80033. 
'hiropractic.  People 
i  suffer  from  chronic 


back  pain  often  swear  by 
them,  but  "rubbing  doc- 
tors" are  high  on  the 
peeve  list  of  organized 
medicine.  Chiropractors 
are  not  trained  or  licensed 
to  prescribe  drugs  or  do 
surgery.  Accreditation  re- 
quires four  to  five  years  of 
graduate  study  in  1  of  13 
approved  schools  and 
passing  a  national  exam. 
Major  professional 
group:  the  American  Chi- 
ropractic Association 
(703-276-8800). 

Holistic  Medicine  and 
Naturopathy.  Holistic 
practitioners  like  Dr. 
Alan  Gaby,  president-elect 
of  the  American  Holistic 
Medical  Association,  are 
often  fully  trained  physi- 
cians or  osteopaths.  They 
focus  on  prevention,  with 
emphasis  on  life-style  mod- 
ification, diet  and  natural 
medicine.  Thus  Dr.  Gaby 


might  prescribe  an  ex- 
tract of  saw  palmetto  ber- 
ries for  the  symptoms  of 
an  enlarged  prostate,  rather 
than  Merck  &  Co.'s  new 
drug  Proscar.  For  referral 
lists,  contact  the  Ameri- 
can Holistic  Medical  Asso- 
ciation, 4101  Lake 
Boone  Trail,  Suite  201,  Ra- 
leigh, NC  27607. 

There  is  considerable 
overlap  between  holistic 
practitioners  and  naturo- 
paths like  Pramila  Vishva- 
nath,  the  Westport, 
Conn,  healer  who  is  often 
consulted  by  the  family  of 
Oxford  Health  Plans  Chief 
Executive  Stephen  Wig- 
gins (see  main  story). 

As  with  Dr.  Gaby, 
Vishvanath's  emphasis  is  on 
natural  remedies  (extract 
of  hawthorn  and  juniper 
berries  rather  than  a  drug 
like  Vasotec  for  high  blood 
pressure,  for  example). 


The  naturopath's  objec- 
tive: to  reinforce  what  is 
viewed  as  the  natural  heal- 
ing system  of  the  body, 
rather  than  simply  suppress 
the  symptoms  of  disease 
with  unnatural  devices. 

In  addition  to  earlier 
training  in  her  native  India 
and  qualification  as  a  phy- 
sician's assistant  in  the 
U.S.,  Vishvanath  was 
graduated  from  the  Na- 
tional College  of  Naturo- 
pathic Medicine  in  Port- 
land, Ore.  It  is  one  of 
three  such  four-  year  gradu- 
ate institutions  in  the  na- 
tion. Naturopaths  are  li- 
censed to  practice  in  only 
seven  states  (Alaska,  Arizo- 
na, Connecticut,  Hawaii, 
Montana,  Oregon  and 
Washington).  Profession- 
al organization:  the  Ameri- 
can Association  of  Natu- 
ropathic Physicians  (206- 
323-7610).-R.P.  OH 
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The  proliferation  of  luxury  resorts  in  the 
Caribbean  continues  despite  a  soft  economy. 
Here  are  two  more  island  jewels. 

A  palace 

and  a  plantation 


If  YOU'RE  Caribbean- bound  this  win- 
ter, and  you  want  to  pamper  yourself 
and  your  spouse,  there  are  two  deluxe 
resorts  to  keep  in  mind.  Both  have 
weathered  their  shakedown,  premier 
seasons  and  are  ready  for  prime  time. 

The  Grand  Palazzo,  on  Saint 
Thomas,  seems  to  be  the  wrong  hotel 
in  the  wrong  place,  in  the  wrong  era. 

Situated  on  a  bluff  overlooking 
Pillsbury  Sound,  the  hotel's  center- 
piece is  a  faithful  replica  of  an  Italian 
palazzo — right  down  to  tapestries, 
antiques,  chandeliers,  marble  and  tile. 
It  looks  like  it  was  dropped  by  a  divine 
hand,  straight  from  the  hills  of  Siena. 
It  is  a  striking  choice  of  architecture 
for  the  Caribbean.  The  building  itself 
serves  as  the  hotel  front  desk  and 
houses  several  boutiques  and  offices. 
Otherwise,  it  just  sits  there  overlook- 
ing the  pool  and  beach,  like  the  Cin- 


derella Castle  in  Disney  World. 

The  resort  would  also  seem  to  be 
on  the  wrong  island.  True,  Saint 
Thomas  is  an  American  island,  and  is 
easily  accessible  by  air  from  San  luan, 
Miami,  New  York  and  other  mainland 
cities.  But  it  is  very  built  up,  and  is 
constantly  aswarm  with  cruise-ship 
passengers  looking  to  load  up  with 
duty-free  liquor  and  jewelry. 

But  that  is  the  whole  point  of  the 
Grand  Palazzo — to  offer  the  unex- 
pected and  make  you  forget  where 
you  are.  And  it  succeeds. 

Once  you  check  into  the  hotel,  on 
the  quieter,  eastern  end  of  the  island 
away  from  the  frenetic  duty-free 
shops  of  Charlotte  Amalie,  there  is  no 
reason  ever  to  leave  the  grounds — 
unless  you  want  to  get  in  some  golf  at 
nearby  Mahogany  Run.  Right  on  the 
premises  is  a  125-yard-long  scimitar 


of  beach,  a  lipless  pool,  water 
facilities,  four  tennis  courts,  tw 
taurants,  bars,  as  well  as  mani 
gardens  and  lawns  for  strolling 
stroll  you  will. 

The  hotel's  152  guest  roon 
with  large  marble  baths,  are  hou 
five  three-story  buildings,  j 
stretch  out  on  either  side  of  the  | 
zo,  in  a  semicircle.  The  re( 
roofed  buildings,  draped  in  boi 
villea,  have  Mediterranean-sty 
cades,  plenty  of  wrought 
porticoes  and  arches  that  frame 
of  the  sailboats  gliding  by  the  n 
island  of  Saint  John.  (The  res< 
Caneel  Bay  is  a  short  boat  ride 
the  palazzo;  if  you  want  to  pop 
the  hotel  can  arrange  transporta 

All  rooms  are  spacious,  and  all 
look  the  sea.  But  there  is  a  price  I 
for  that  view — a  longish  walk 
paved  pathways  to  the  beach, 
and  restaurants,  no  matter  \ 
building  your  room  is  in.  The 
back,  in  the  dark,  after  dinner,  ca 
bit  daunting,  especially  if  your  rc 
on  the  third  floor.  If  you'd  pre 
ride,  there  are  electric  carts  ava 
for  ferrying  guests  around,  whic 
can  request  at  any  time.  There  i 
an  elevator  in  the  palazzo  for  g< 
down  to  the  beach  level. 

Each  suite — mostly  one-  and 
bedroom — has  its  own  patio, 
enough  for  dining.  But  the 
service  menu  is  not  very  exte 
since  the  kitchens  are  a  good  dis 
from  most  rooms.  There  is  also  a 
stocked  mini  bar  in  each  room. 

The  hotel  is  European  in  ap 
ance,  style  and  cuisine.  It  has  a  c 
ful  young  British  manager,  who « 
makes  everyone's  all-name 
Martson  Winkles.  But  most  c 
service  staff  are  mainland  kid: 
locals — without  an  attitude. 

The  beach  in  front  of  the  hot 


Above  and  right:  the  Grand  Palazzo,  not  in  Siena,  but  Saint  Thomas 
The  wrong  edifice,  the  wrong  place.  But  it  works. 
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ht  for  the  snorkeler — there's  a 
piece  of  reef  a  few  strokes  away — 
bit  tricky  for  swimmers  who  like 
of  sand  under  their  feet.  Once 
;nter  the  water  you  have  to  watch 
step,  or  you  might  stub  your  toe 
rock  or  piece  of  dead  coral, 
ik  the  ecologists  for  preventing 
emoval  of  anything  from  the  sea. 
full  range  of  water  sports  is  avail- 
And  a  fleet  of  sail-  and  power- 
>  available  for  guests,  including  a 
jot  catamaran — for  cruising, 
deling  and  cocktail  parties, 
le  hotel  grounds  are  spacious 
gh  to  afford  plenty  of  privacy  for 
I  who  seek  it.  But  in  the  evening 
vo  restaurants  hum.  Not  only  with 
5 — word  of  the  cuisine  has  spread, 
people  from  all  over  the  island 
;  for  a  big  dinner  (expect  to  pay 
t  $60  a  person,  wine  included). 
t  a  place  to  chill  out,  one  normal  - 
esn't  think  of  Saint  Thomas,  but 
I  Grand  Palazzo  you  soon  forget 
e  you  are. 

winter,  four-day  packages  start 
2,060  for  two,  including  full 
dast,  use  of  sports  facilities  and 
r  extras.  Seven  nights:  $3,450. 
:ct  to  pay  about  1 0%  more  during 

holiday  season.  -W.G.F. 

or  Sly  and  Di 

Four  Seasons,  on  the  other  hand, 
such  a  small  island  you  can't  fly 
:  directly.  Nevis,  in  the  eastern 
i>bean,  adjoins  Saint  Kitts,  a  hop 
nail  plane,  or  a  short  launch  ride 
.  You  can  reach  Saint  Kitts  via 
fuan,  Antigua  or  Saint  Martin, 
it  people  seem  to  have  no  trouble 
ng  Nevis,  from  Hollywood  ce- 
:o  Wall  Street  stars  to  Princess  Di. 


The  196-room,  five-star  Four  Sea- 
sons Resort  is  parked  on  the  best 
powdery  sand  in  town,  Pinney's 
Beach  on  the  west  side  of  the  island, 
with  3,232-foot  Mount  Nevis  provid- 
ed as  a  backdrop. 

Off  the  launch  at  Pinney's  Beach, 
the  Four  Seasons  staff  shakes  your 
hand,  scoots  your  luggage  to  the 
room  and  strolls  with  you  to  one  of  12 
two-story  beach  cottages.  Registra- 
tion takes  place  in  Saint  Kitts,  so 
there's  no  need  to  head  for  the  lobby. 

The  layout  of  the  resort  is  conve- 
niently spread  out  along  the  2,000- 
foot,  palm-studded  beach. 

There  are  plenty  of  activities:  sail- 
ing, hiking,  horseback  riding,  wind- 
surfing, diving,  waterskiing,  health 
club,  croquet,  massage,  salon,  six 
Har-Tru  and  four  clay  tennis  courts — 
some  lit  for  evening  play. 

And,  of  course,  the  heralded  golf 
course.  Designed  by  Robert  Trent 
Jones  II,  the  18-hole,  6,725-yard 
course  is  one  of  few  in  the  eastern 
Caribbean,  and  among  the  very  best 
in  all  the  islands.  Sometimes  passing 
yachtsmen  looking  for  a  game  drop 
in,  as  did  Sylvester  Stallone  last  win- 
ter. But  otherwise,  guests  have  the 
course  pretty  much  to  themelves  and 
starting  times  are  seldom  a  problem. 
The  golf  course  is  tough,  and  spectac- 
ular, but  not  a  killer. 

Jones'  signature  hole  is  a  beaut — 
the  par  five,  660-yard  15th,  which 
traverses  a  jungle.  From  the  back  tee, 
it's  240  yards  from  tee  to  fairway.  Fall 
short  and  you'd  be  better  off  getting 
one  of  the  goats  or  monkeys  that  are 
seen  around  the  course  to  fetch  your 
ball  for  you  than  to  look  for  it  your- 
self. (There  are  four  sets  of  tees  at  each 


The  Four  Seasons  on  Nevis 
Sea,  sand,  surf— and  golf. 


hole,  to  suit  various  driving  skills.) 

Unlike  the  Grand  Palazzo,  the 
Four  Seasons  looks  like  it  belongs 
where  it  is,  and  as  if  it  has  long  been 
there.  It  blends  in  perfectly  with  the 
lush,  tropical  setting.  No  building  is 
taller  than  a  palm  tree,  and  all  guest 
rooms  have  large,  private  verandas 
with  dining  tables  and  chairs  for  out- 
door, private  meals.  There  is  even  24- 
hour  room  service. 

The  resort's  two  restaurants  are 
also  open-air;  one  casual,  the  other  a 
bit  more  formal  (but  jackets  are  not 
required). 

If  you  want  to  bring  the  kids  along, 
the  resort  has  a  full  program  of  activi- 
ties for  youngsters  and  teenagers. 

The  Four  Seasons  is  a  good  choice 
if  you  want  a  luxurious  plantation 
setting,  good,  basic  cuisine  and  enjoy 
outdoor  activities.  There  are  various 
sports  packages  for  golfers  and  tennis 
players.  Typical  is  the  basic  tennis 
package,  which  is  $900  per  night,  per 
couple,  through  Mar.  31 ;  after  that  it 
drops  to  $590.  Included  are  breakfast 
and  dinner,  unlimited  tennis  and  a 
few  other  extras. 

The  week-long  golf  package  is 
$5,950  for  two  (which  works  out  to 
$850  per  night  per  couple)  and  in- 
cludes breakfast  and  dinner  and  un- 
limited golf  (cart  included). 

If  these  two  spots  are  too  rich  for 
your  blood,  consult  the  latest  edition 
of  Caribbean  Hideaways,  by  Ian 
Keown  (Prentice  Hall,  $16).  It  lists 
100  romantic  places  to  stay  in  the 
Caribbean,  to  suit  various  budgets. 

-Jody  Brennan  Bl 
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If  you're  still  squinting  at  small-screen  TV,  this  is  a  good 
time  to  consider  switching  to  one  of  the  35-inch-and-up 
sets.  The  prices  are  way  down  and  the  quality  is  up. 

Life-size 
linebackers 


By  Neil  Weinberg 


Large-screen  TVs  on  display  at  Best  Buy  in  Downers  Grove,  III. 
Bigger  pictures  and  better  sound  are  less  expensive  than  ever. 


If  YOU  AND  YOURFAMILY  really  w  ant  to 
see  the  linebackers  rumble  into  your 
room  and  movie  battle  scenes  in  more 
lifelike  size,  one  of  the  new  big-screen 
TVs  might  make  an  ideal  Christmas 
purchase. 

If  you  think  27-inch  screens  were  a 
big  improvement  over  21-inchers, 
you'll  flip  over  today's  new  giant 
tubes.  Mitsubishi,  for  example,  has 
the  biggest  picture  tube  available, 
which  measures  40  inches  diagonally. 
The  40  incher  has  just  as  much  clarity 
but  more  than  twice  the  viewing  area 
as  a  27-incher — a  total  of  807  square 
inches.  But  its  cost  is  steep,  with  a 
suggested  retail  price  of  $4,999. 

Come  down  a  little  in  size,  and 
prices  plummet.  The  35-inchers,  with 
about  67%  more  screen  size  than  the 
27-inchcrs,  can  now  be  had  for 
around  $1,500,  a  lot  less  than  just  a 


few  years  ago. 

In  judging  picture  quality  of  these 
direct-view  sets,  pay  special  attention 
to  the  focus  around  the  edges,  which 
blurs  on  some  large  models.  Mitsubi- 
shi licks  this  problem  by  installing 
advanced  circuitry  to  keep  the  perim- 
eter of  the  picture  sharp. 

Some  manufacturers  tout  their 
dark  screens,  designed  to  increase  col- 
or contrast,  and  use  flatter  tubes  to 
reduce  distortion.  The  value  of  these 
features  is  in  the  eye  of  the  viewer. 

"Buying  a  TV  is  a  matter  of  opinion, 
like  buying  wine  or  cigars,"  says  Brent 
Butterworth  of  Video  Majjazine. 

You  can  go  bigger  still,  but  at  some 
sacrifice  of  picture  quality  w  ith  rear 
projection  sets.  Mitsubishi,  Sony, 
Thomson  (RCA,  GE  and  ProScan 
brands).  Pioneer,  Hitachi,  Philips 
(Magnavox)  and  others  are  offering 


rear  projection  sets  with  screens 
suring  from  45  inches  up  to  70  in 
(Suggested  retail  price:  from  i 
$2,500  to  $6,400.)  Rear  proje 
TVS,  unlike  front  projection  mi 
are  self-contained  and  bounce  a 
age  off  a  rear-mounted  mirror 
the  back  of  the  TV  screen.  Thoug 
picture  isn't  as  crisp  as  direct  vi< 
has  come  a  long  way  from  the  wa: 
out  images  common  a  few  years 

Here  are  some  shopping  bin 
direct-view  sets: 

Fiddle  with  the  controls  on  va 
display  models  yourself,  to  see 
they  differ.  Some  makers,  su< 
Pioneer,  are  known  for  accurate 
creating  colors  and  others,  like  1 
for  sharply  rendering  detail. 

To  determine  what  extra  fes 
to  consider,  take  into  account 
will  be  using  the  set,  and  how. 
parents,  for  example,  might  wa 
broadcast  junior  nightly  with  a 
corder  and  should  make  sure 
won't  have  to  crawl  behind  tl 
each  time  to  plug  it  in. 

Don't  be  too  dazzled  by  gee 
features  like  picture-in-picture,  v 
lets  you  watch  a  swatch  of  one  ch 
while  most  of  the  screen  is  tun 
another.  It  might  be  fun  for  the  s 
fan  who  wants  to  keep  up  wit! 
Giants- Eagles  game  while  also  w 
ing  the  news.  But  that  feature  Uj 
requires  a  videocassette  recorder 
with  today's  fast  remote  controls 
might  never  use  it  at  all. 

If  you  watch  a  lot  of  movies,  Tl 
son  and  others  offer  superwide  d 
view  sets  that  are  much  wider 
regular  sets.  They  have  height 
width  dimensions  similar  to  a  r; 
movie  screen.  So  movies  appe 
their  original  dimensions  with  n( 
the  heavy  cropping  at  the  sides 
the  black  bands  that  sometime 
pear  at  the  top  and  bottom 
conventional  TV  picture. 

Note:  Kxtra-wide  screens  are 
to  be  the  norm  when  high-defir 
television  finally  comes  down 
pike,  later  this  decade.  But  to 
wide  screens  aren't  a  shortci 
HDTV,  since  they  lack  the  nea 
digital  circuitry. 

When  it  comes  to  rear  proje 
TVs,  one  of  the  first  things  to  ke 
mind  is  the  size  of  your  viewing  4 
The  room  should  be  big  enou} 
allow  vou  to  sit  at  least  four  time 
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Make  A  Strong 
Financial  Statement 


The  Lincoln  Town  Car  Two -  Year  Lease 

STANDARD  FEATURES 
•  Remarkably  quiet  ride 


PER  MONTH,  24  MONTHS  LEASE' 


•  Sequential  multi-port 
electronic  fuel  injection 

•  Dual  air  bags* 


Refundable  security  deposit  

*500 

4,900 

First  month's  payment  

s499 

Cash  due  at  lease  inception  

 »2,899" 

•  Six-way  power  driver  and  passenger  seats 

•  Four-wheel  disc  anti-lock  brakes 

•  Remote  illuminated  keyless  entry  system 
•CFC-free  electronic  automatic  climate  control 

•  Rear  four-bar  link  suspension  with  air  springs 
For  more  information  call  1  800  225-5433 


1  LINCOLN 

What    A    Luxury    Car   Should  Be 


■7^  'Lease  payment  based  on  average  capitalized  cost  of  91.17%  Town  Car  MSRP  for  24-month  closed-end  Ford  Credit  Red  Carpet  leases  purchased  in  the 
U  S  from  Sept.  1  to  Oct.  31,  1993.  Some  payments  higher,  some  lower.  See  dealer  for  payment  and  terms.  For  special  lease  terms,  take  new  retad  deliy- 
M  ery  f rom  dealer  stock  by  1/10/94.  Lessee  may  have  option  to  buy  vehicle  at  lease  end  at  a  price  negotiated  with  the  dealer  at  signing.  Lessee  is  responsi- 
ble  for  excess  wear/tear  and  $.11  per  mile  over  30,000  miles.  Credit  approval/insurability  determined  by  Ford  Credit.  Total  of  monthly  payments  is 

Smrn  $1 1,976.  "Excludes  tax,  title  and  other  fees.  'Driver  and  right-front  passenger  Supplemental  Restraint  System.  Always  wear  your  safety  belt. 

LINCOLN-MERCURY  DIVISION  CSD   Butklf  up-togtihtr  «t  can  Savt  livti 


£OHAl  AFFAIRS 


Getting  a  new  PC?  You'll  still  need  to  empty 
and  get  rid  of  the  old  one.  Here's  how. 

Desktop  shuffle 


screen  height  (not  the  diagonal  mea- 
surement) from  the  screen.  To  watch 
a  45-inch  set,  which  is  27  inches  high, 
you  want  to  be  at  least  9  feet  away. 
With  the  70-incher,  make  that  14 
feet.  Otherwise,  the  vertical  lines  that 
make  up  the  picture  will  be  visible. 

Hut  some  rear  projection  sets  are 
not  much  deeper  than  smaller  con- 
ventional sets,  so  you  can  position 
them  close  to  a  wall.  The  Magnavox 
61-incher  is  27  inches  deep — nearly 
as  thin  as  a  27-inch  direct- view  TV. 

Today's  sets  not  only  produce  big- 
ger images,  they  make  the  sound  bet- 
ter, with  stereo  sound  now  widely 
available.  But  since  the  stereo  speak- 
ers are  built  into  the  sets  and  lack 
separation,  quality  is  limited.  One 
quick,  inexpensive  fix  is  to  run  your  TV 
through  your  audio  system.  But  to 
recreate  the  theater-like  sound  avail- 
able on  laser  disks  and  many  prere- 
corded videocassettes,  you'll  need  an 
audio-video  receiver  and  additional 
speakers. 

Dolby  Surround  sound  systems  use 
four  speakers  to  create  a  sound  field. 
Top-end  Dolby  Pro-Logic  surround 
systems  add  a  fifth  speaker  to  localize 
dialog  and  improve  bass.  Video  Maga- 
zine's Butterworth  says  you  can  count 
on  spending  at  least  $850  to  put 
together  a  respectable  audio-video  re- 
ceiver and  speakers  for  a  Pro-Logic 
system,  and  possibly  quite  a  bit  more. 

One  simple  alternative  is  to  buy  a 
home  theater  system  integrated  by 
the  manufacturer.  Expect  to  spend 
$4,000  to  $10,000  and  more  for 
custom  installation. 

Electronics  retailers  will  also  assem- 
ble a  complete  home  theater  for  you. 
But  beware  of  compatibility  prob- 
lems, like  having  to  find  three  remote 
controls  to  operate  the  system. 

Nobody  Beats  The  Wiz,  a  New 
York  area  electronics  chain,  recently 
advertised  a  35-inch  Mitsubishi  TV, 
with  stereo  VCR,  five  speakers  and 
rack.  The  price:  $3,999.98. 

Couch  potatoes  might  be  reluctant 
to  spend  much  on  a  lot  of  things,  but 
not  bigger  and  better  TV  sets.  The  new 
generation  of  large-screen  televisions 
is  now  flying  out  of  stores.  Sales  of 
larger  direct-view  TVs  are  expected  to 
rise  about  30%  this  year,  while  sales  of 
smaller  color  sets  are  growing  at  only 
about  7%,  says  the  Electronic  Indus- 
tries Association,  n 


By  Toddi  Gutner 

If  Santa  leaves  a  new  computer  un- 
der your  Christmas  tree  this  year,  you 
immediately  face  two  problems.  First, 
how  to  dump  your  old  files  and  pro- 
grams into  your  new  computer,  and 
second,  what  to  do  with  your  old 
system. 

Transferring  files  and  programs 
from  old  machine  to  new  is  a  lot  easier 
than  you  might  think,  whether  it's  a 
laptop  or  a  desktop. 

Start  by  checking  what  comes  with 
your  new  system.  Today  most  PCs 
include  DOS  6.0  and  Windows  3.1, 
factory  installed.  So  it  makes  no  sense 
to  move  your  old  DOS  or  Windows 
into  the  new  machine. 

But  you  doubtless  have  other  pro- 
grams in  your  old  machine  that  you 
will  want  to  transfer.  Best  way  to 
move  them  over:  Reinstall  them  into 
your  new  computer  from  the  original 
disks.  Don't  use  communications 
software. 

Similarly,  if  you  don't  have  a  truck- 
load  of  files,  you're  better  off  doing 
the  floppy  disk  shuffle — copy  your 
files  onto  floppy  disks  and  reload 
them  onto  your  new  computer.  It's 
easy — and  gives  you  backups. 

If  you  have  lots  of  files  to  transfer, 
however,  you'll  want  to  get  Traveling 
Software's  LapLink  V  ( $99 )  or  its  hot 
new  product,  LapLink  Wireless 
($299),  due  in  stores  next  month. 
With  just  a  few  keystrokes,  LapLink 
lets  you  copy  or  move  files  directly 
between  PCs.  It  works  on  both  laptop 
and  desktop  models,  and  so  is  espe- 
cially usefiil  if  you  take  a  laptop  on 
trips  and  often  transfer  files. 

All  you  have  to  do  is  install  the 
LapLink  software  into  both  machines 
with  the  5V4-inch  or  3Vfe-inch  disks 
provided.  Next,  connect  the  two  ma- 
chines with  either  the  parallel  ( yellow ) 
or  serial  (blue)  cables  that  are  includ- 
ed with  die  software  kit. 

Which  cable  should  you  use?  The 
parallel  is  faster,  but  you  might  have 


to  unplug  your  printer,  since  it  us 
occupies  the  parallel  port.  Us< 
serial  port  to  avoid  hassling  with 
printer  cable. 

Once  you've  connected  the 
machines,  the  screen  you're  woi 
on  will  split,  with  one  computer': 
on  the  left  and  the  other  compi 
files  on  the  right.  Then  just  taj 
files  you  want  to  copy  or  move 
execute  and  voila — your  files 
zapped  over. 

LapLink  Wireless  makes  the 
cess  even  easier.  It  does  away 
cables  by  using  radio  frequency, 
ply  plug  in  the  small  module  (th< 
of  a  deck  of  cards)  called  an  ' 
Share"  into  the  back  of  each  coi 
ter's  serial  port.  The  computers 
be  within  30  feet  of  each  other 
can  even  be  separated  by  walls. 

Rupp  Technology's  Fas 
($169)  is  another  software  pro: 
specifically  for  file  transfer.  Some 
ity  software  programs,  like  Ce 
Point's  PC  Tools  Pro  for  DOS  ($] 
include  file  transfer  capabil 
among  other  things,  but  you  will 
to  mail  order  for  special  cables. 

What  if  you  are  an  Apple 
DataViz's  MacLinkPIus/PC  Coi 
software  ( $199 )  allows  you  to  tra 
files  from  Mac  to  Mac,  and  even 
Mac  to  PC  (or  vice  versa).  The  cor 
tions  are  either  by  serial  cable  (in< 
ed)  in  a  process  similar  to  LapLii 
or  by  floppy  disk. 

Note:  With  PCs,  don't  mov 
copy  configuration  files — the  dre 
things  labeled  CONFIG.SYS,  A 
EXEC. BAT,  COMMAND.COM  or 
dows'  WIN. INI  and  SYSTEM.INI.  II 
move  these  files  from  one  comj 
to  another  computer,  it's  pos 
your  programs  will  not  run  prop 

With  your  new  computer  up 
running,  what  do  you  do  with 
old  machine?  You  don't  have  to  i 
as  a  doorstop  or  a  boat  anchor. 

One  popular  option  is  to  use  i 
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icated  fax  machine.  If  you  receive, 
:  and  then  retransmit  faxes,  a  com- 
er can  be  a  lot  more  convenient 
n  a  standard  fax  machine.  You 
add  fax  capability  to  your  com- 
er for  as  little  as  $100.  You'll 
d  to  buy  a  fax  modem  ( $60  to 
)0)  and  fax  software  ($20  to 
!0).  For  a  full  review  of  fax 
dware  and  software,  consult  the 
:ober  1993  issue  of  PC-Com- 
ing magazine. 

ou  may  also  need  a  call  route 
:  ($80),  so  your  computer  can 
erentiate  between  a  voice  and  fax 
;  and  another  $30  for  a  printer- 
ring  device.  But  you  don't 
d  a  separate,  dedicated 
>ne  line. 

ntent  on  getting  rid  of 
r  old  machine?  There 
hundreds    of  ex- 
nges  that  will  buy 
r  computer,  revamp 

sell  it.  The  largest  are 

American  Computer 
hange     in  Atlanta 
0-786-0717);  and  the 
ton     Computer  Ex- 
nge  (800-262-6399), 
ch  accepts  only  386  mod 
:>r  better. 

0  find  the  nearest  exchange 
consignment  shop,  contact  your 
il  computer  users'  group.  You  can 

1  it  in  the  Yellow  Pages  under 
)mputers,"  or  call  the  internation- 
kssociation  of  Personal  Computer 
:r  Groups  (914-876-6678)  in 
nebeck,  NY. 

'rices?  Don't  expect  more  than 
10  or  so,  even  for  a  fairly  new  386, 
tiding  monitor  and  keyboard, 
'lassified  ads  might  work,  but  be- 
e  that  when  you  sell  your  machine, 
become  its  technical  support  de- 
:ment.  The  new  owner  is  likely  to 
you,  day  or  night,  if  he  has  prob- 
s  with  his  computer, 
here  are  hundreds  of  nonprofit 


organizations  that  might  find  a  good 
use  for  even  your  creaky  old  8088. 
Perhaps  your  neighborhood  church 
or  school  can  use  it,  but  again,  be 
prepared  to  become  the  expert  when 
problems  arise. 

The  Montana-based  Technology 
Resource  Consortium  (406-442- 
3696)  provides  technological  assis- 
tance to  nonprofits  and  may  know  a 
worthy  organization  in  your  area  that 
needs  a  computer. 

Or  consider  the  East  West  Educa- 
tion Development  Foundation  (617 


542-1234),  which  donates  comput- 
ers to  schools  worldwide  (50%  in  the 
U.8.),  or  National  Cristina  Founda- 
tion (800-274-7846),  which  donates 
equipment  to  the  underprivileged 
and  disabled. 

Note:  8ave  the  packing  materials 
from  your  new  machine.  You'll  need 
them  to  pack  off  your  old  computer  to 
its  next  destination.  But  the  new  car- 
ions  themselves  are  most  likely  too 
small  for  your  old  hardware.  Try  your 
local  post  office  or  moving  supplies 
store  for  fresh  cartons.  US 
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When  "60  Minutes"  trashed  contemporary  art  in  September, 
many  of  the  cognoscenti  took  it  as  a  sign  that  the  long  slide 

in  prices  was  finally  over. 

We  few, 

we  happy  few 


By  Christie  Brown 


Moriey  Safer  and  artist  Jeff  Koons  on  "60  Minutes" 

Safer  lampooned  works  like  Koons'  basketballs  in  a  fish  tank. 


Collectors  of  contemporary  art 
have  always  thrived  on  controversy. 
Thanks  to  Moriey  Safer  of  60  Minutes, 
they  are  thriving  as  never  before. 

"Yes.  .  .  .  But  is  it  art?"  aired  to  the 
show's  31  million  viewers  in  Septem- 
ber as  an  expose  of  contemporary  art, 
calling  it  "the  trash  heap  of  art  histo- 
ry." The  show  lampooned  some  pe- 
culiar stuff:  three  basketballs  in  a  fish 
tank  by  Jeff  Koons,  which  sold  last 
year  for  $150,000;  a  pair  of  urinals  by 
Robert  Gober,  which  fetched 
$154,000;  and  a  canvas  covered  with 
looping  circles  by  Cy  Twombly, 
which  went  for  $2  million. 

"Of  course,  most  of  this  art  of  the 
Nineties  would  be  worthless  junk 


without  the  hype  of  the  dealers  and, 
even  more  important,  the  approval  of 
the  critics,"  sniped  60  Minutes. 

The  program  drew  blood.  Dealers 
and  critics,  their  livelihoods  and  repu- 
tations at  stake,  sniped  back  in  print, 
calling  Safer  a  philistine  and  worse. 
New  York  Times  art  critic  Michael 
Kimmelman  likened  him  to  the  "odd 
red- baiting  or  redneck  congressman 
or  provincial,  lobbing  water  balloons 
at  contemporary  culture." 

More  than  egos  were  at  stake.  Con- 
temporary art  prices  had  already 
dropped  about  50%  since  1990.  This 
could  deliver  them  yet  another 
wallop. 

All  eyes  turned  to  the  upcoming  big 


auctions,  held  last  month,  just  <. 
weeks  after  Safer's  scathing  ati 
But  the  buyers  turned  up  in  f< 
Prices  rebounded  sharply  at  I 
Sotheby's  and  Christie's  big  com 
porary  art  auctions.  Both  made 
the  low  estimates  for  the  first  tin 
three  years;  the  Sotheby's  sale 
record  prices  for  seven  artists. 

Works  by  artists  that  Safer  sp< 
cally  targeted  did  especially  we 
square  canvas  painted  white,  by  1 
ert  Ryman,  fetched  $135,OOC 
small  white  bathroom  sink  by  G 
brought  $113,000  And  when  a 
Koons  piece — two  vacuum  cle* 
encased  in  clear  plastic  cas 
brought  $113,000,  one  womar 
tending  the  sale  crowed,  "Eat 
heart  out,  Moriey  Safer!" 

"The  Safer  piece  definitely 
moted  an  us-versus-them  type 
nomenon,"  savs  New  York  colk 
Dr.  Donald  Rubell.  "When  an 
sider    attacks,    the  family 
together." 

Rubell  was  one  of  those 
bought  at  the  auctions,  snaggii 
triptych  by  Japanese  artist  Yasui 
Morimura.  Three  color  photogr 
mounted  on  a  panel  depict  a 
dressed  in  what  could  be  a  marc 
band  costume,  playing  a  fife.  In  tv 
the  panels — one  frontal,  the  otl 
rearview — the  figure's  trousers 
down,  and  hands  clutch  his  pr 
parts.  "It's  very  strange,  a  very, 
bizarre  piece,"  admits  Rubell, 
was  thrilled  to  get  it  for  $12,000 

Rubell  is  typical  of  contempc 
art  collectors.  There  was  nothing 
in  the  60  Minn tes  attack;  people 
made  fun  of  contemporary  art  sim 
earliest  davs.  To  manv  shrewd  cc 


262 


Forbes  ■  December  20, 


Dr.  Dona'd  and  Mera  Rubell  with  "Slapthers,"  by  Paul  Myoda 
"We  get  worried  when  too  many  people  begin  to  like  it." 


Ever  since  he  was  14,  Michael  Kaye  has  been  fascinated  by  Japan, 
That  fascination  led,  by  a  circuitous  route,  to  his  heading 
U.S.  operations  for  a  Japanese  company. 

You're  a  movie  star- 


and  a  pariah 


By  Damon  Darlin 

Michael  S.  Kaye  used  to  talk  to  his 
law  school  friends  about  his  plan  to 
take  a  few  years  off,  move  to  Japan  and 
immerse  himself  in  the  language  and 
the  culture.  With  the  booming  Japa- 
nese economy  of  the  1970s,  he  fig-     wasn't  worth  it.  "  Kaye  disagreed. 


ured  that  learning  Japanese  would 
more  than  pay  for  itself. 

A  friend  calculated  how  much  in- 
come Kaye  would  forgo  and  expenses 
he  would  rack  up.  The  conclusion:  "It 


Off  to  Japan  he  went.  VVhc 
returned  it  was  as  president  and 
executive  officer  of  Secomerica  I 
$225  million  (revenues)  unit  of 
nese  security  services  giant  Secor 

Kaye,  now  39,  is  one  of  the  vei 


Michael  S.  Kaye,  president  of  Secomerica  Inc. 

A  foreigner,  underestimated  by  the  Japanese. 
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Radio  Shack  Presents 
The  New  Tandy  PDA 


owyou  can  travel  light  with  a 


It's  a  fantastic  electron 
ic  notepad  (and  more ! 
that  will  eliminate 
thousands  of  pieces  of 
paper  from  your  life. 


he  perf  ect  word 
the  built-in  dic- 
y  and  thesaurus 
•e's  even  a  spell 
ecker  and  a  26- 
uage  translator. 


There's  a  built-in 
electronic  address 
book  that  stores 
hundreds  of  your 
personal  entries. 


□sy  as  Pen  and  Paper 

jot  a  name,  scribble  a  phone 
iber  or  draw  a  map — it's  that  easy, 
built-in  PalmPrint™  software  can 
l  read  your  writing! 

Logic  Power  of  a  Computer 

GEOS®  system  software's  easy- 
allow  icons  and  menus  make  our 
V's  power  easy  to  use.  The  PDA's 
rt,  powerful  programs  give  you 
■  ways  to  handle  life's  details. 

Ability  to  Connect  to  the  World 

Tandy  PDA  links  to  your  PC,  and 
imunicates  with  popular  Windows 
ications.*  By  adding  a  modem  you 
communicate  worldwide! 

vation,  Not  Confusion! 

io  Shack  even  includes  a  helpful 
started  video  tape  to  get  you  up  and 
ling  fast!  It  couldn't  be  easier! 


Palm  Organizer  soft-  I 
ware  includes  a  note-  | 
book,  scheduler  and 
address  book. 


Zoomer  Personal  Digital  Assistant 


Send  a  fax  back  to  the 
office  of  notes  you 
made  on  the  plane.* 
With  Motorola's 
EMBARCSM  service, 
our  PDA  becomes  a 
messaging  pager.* 


Included  software 
lets  you  access 
America  Online® 
to  get  news,  stock 
quotes — you  can 
even  send  and 
receive  E-mail.* 


Optional  PC  software 
lets  you  transfer  data 
between  the  Tandy 
PDA  and  your  PC 
— even  from  popular 
programs  like  Lotus 
Organizer™. 


Only  4.5"  x  7" 


Compare?  (It's  not  even  fair!) 

Tandy 
PDA 

Apple* 
Newton™ 

Integrated  Pocket  Quicken 
Income/Expense  Tracking 

YES! 

Sorry. 

Built-in  Dictionary,  Spell  Checker, 
Thesaurus  and  Language  Translator 

YES! 

Huh? 

Battery  Life  (Our  calculations  noursi 
from  comparable-use  testing) 

35  hours. 

Stores  Handwriting  as  Dota 

YES! 

Limited. 

Fits  in  a  5"  Inside  Coal  Pocket 

YES!  B 

Get  a 
igger  Pocket. 

America  Online 

(E-Mail,  Slock  Quotes,  News,  etc.)* 

YES! 

Nope. 

EAASY  SABRESM  Flight  Reservations'  YES!  Grounded. 


More  Proof  That  Radio  Shack  Demystifies  Technology 


ires  optional  equipment  GI-OS  is  j  registered  trademark  ot  Geo  Works. 
■:OS  system  software  is  published  by  GeoWorks  Palm  Computing, 
*rint  and  Powerlnk  are  trademarks  of  Palm  Computing.  PalmPrint  and 
mOrgam/er  are  published  by  Palm  Computing  America  Online  is  a 
registered  trademark  ot  America  Online.  Inc. 


Radio  /haek 


Pin-ktl  Ouicken  is  a  trademark  el  Inlml  Apple  is  a  registered  trademark. 
Newton  is  a  trademark  ol  Apple  Computer,  Iik  Loon  Organizer  is  a 

trademark  "I  1-otus  Development  Corporation  EAASY  SAHRI.     I  service 
mark  ol  SAHRI  Itavel  Information  Network  l-MBARC  is  a  service  mark 
ol  Motorola.  Inc 


I 
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Americans  running  the  U.S.  opera- 
tions of  a  Japanese  company  without 
being  shadowed  by  a  key  Japanese 
executive  in  the  U.S.  office.  But  then 
there  aren't  many  American  execu- 
tives who  know  much  about  Japan,  let 
alone  who  can  speak  freely  to  the 
executives  in  the  home  office  in  their 
native  tongue. 

What  got  the  lawyer  interested  in 
Japan?  When  he  was  14  he  visited  an 
uncle  working  in  Hong  Kong,  and  on 
the  way  from  his  hometown  of  San 
Pedro,  Calif,  he  toured  Japan.  Memo- 
ries of  that  visit  spurred  him  to  study 
Japanese  after  he  entered  Stanford 
University  in  1971.  (Only  11  other 
students  were  in  the  program,  com- 
pared with  140  this  year.) 

A  summer  exchange  program  in 
Tokyo  cemented  the  interest.  He 
spent  a  year  at  the  Inter- University 
Center  for  Japanese  Language  Stud- 
ies in  Yokohama,  one  of  the  best 
places  to  learn  to  speak  Japanese  flu- 
ently. With  thousands  of  characters — 
kanji — to  memorize  and  a  complicat- 
ed grammar,  Japanese  is  one  of  the 
most  difficult  languages  for  an  En- 
glish speaker  to  learn.  Kaye  excelled, 
and  spent  the  following  year  in  anoth- 
er select  program  that  provided  an  in- 
depth  study  of  Japanese  culture,  poli- 
tics and  business. 

Time  to  make  a  living.  In  1977  he 
entered  Harvard  Law  School,  work- 
ing summers  for  a  respected  Japanese 
law  firm  in  Tokyo.  After  graduation  in 
1980  Kaye  joined  Gibson,  Dunn  & 
Crutcher,  a  prominent  Los  Angeles 
firm,  with  the  plan  that  he  would  go 
to  Japan  for  another  year  of  legal 
studies.  But  a  partner  persuaded  him 
to  postpone  the  trip.  "You  don't  want 
to  do  that,"  is  how  Kaye  recalls  the 
partner's  words. 

Two  years  passed.  Bored  with  his 
work,  Kaye  decided  to  throw  over  his 
budding  career  and  move  to  Tokyo. 
"I  needed  to  get  away  and  think 
about  what  I  really  wanted  to  do,"  he 
says.  Gibson,  Dunn  offered  him  $500 
a  month  to  live  on — not  very  much  in 
that  expensive  city.  So  two  days  a 
week,  in  between  studying  at  Tokyo 
LJniversity,  he  began  working  for  a 
feyv  of  his  Japanese  clients.  Kaye  soon 
discovered  that,  after  taxes,  he  was 
making  more  money  in  the  two  days 
than  he  had  been  in  one  week  back  in 
Los  Angeles. 


One  of  the  clients  was  Secom.  Kaye 
slow  ly  developed  a  good  working  re- 
lationship with  the  chairman,  Makoto 
Iida,  the  entrepreneurial  son  of  a  sake 
dealer  who  lost  his  fortune  in  the 
destruction  of  World  War  II.  Speak 
ing  only  Japanese,  Kaye  worked  with 
Iida  on  special  projects.  They  occa- 
sionally drank  together  after  hours 
and  went  fishing  a  few  times. 

Now  his  Hong  Kong  uncle  reenters 
the  scene.  The  uncle,  a  textile  trader, 
had  asked  him  to  start  a  Japanese 
office.  The  idea  of  being  in  business 
appealed  to  Kaye,  who  tackled  the 
tough  task  of  cracking  a  market  domi- 
nated by  the  large  Japanese  trading 
houses. 

"It  was  fun  being  in  Japan  as  a 


foreign  businessman,"  he  says.  "You 
were  a  movie  star  and  a  pariah  at  the 
same  time."  Kaye  found  a  niche  in 
yarn,  and  in  the  first  season,  he  says, 
his  company,  Lark  Inc.,  brought  in 
more  than  $1  million  in  sales  bv  regu- 
larly beating  the  trading  companies. 
His  advantage  was  being  a  foreigner 
who  was  underestimated  by  the  Japa- 
nese. "Japan's  Achilles'  heel  is  its 
sense  of  being  unique,"  Kaye  says. 
"The  Japanese  have  a  lack  of  skill  in 
dealing  with  non-  Japanese." 

Impressed  by  Kaye's  success  in 
business,  Secom's  Iida  asked  him  to 
run  Secom's  nascent  U.S.  operations, 
which  now  included  Westec,  a  Cali- 
fornia-based security  company  doing 
about  $35  million  a  year. 

Iida  is  a  risk- taker,  unusual  in  Ja- 
pan, and  he  was  burning  to  expand 
abroad  not  only  for  the  business  but 
to  learn  more  about  new  services  that 
might  be  adaptable  to  Japan.  Secom 
was  a  growing  company;  its  fiscal 
1993  net  profits  were  $88  million  on 
revenues  of  $2.13  billion,  but  Iida 
wanted  more,  much  more.  Kaye's 


business  moxie,  Japanese  know 
and  legal  skills  would  be  a  good  1 
for  an  executive  charged  with  ac 
ing  U.S.  service  concerns. 

Kaye  was  reluctant  at  first,  s( 
asked  him  to  find  someone  to  tal 
job.  "I  called  a  few  friends  I 
from  Japan.  They  were  so  inter 
that  I  reconsidered,"  says  Kaye 
switch  angered  his  uncle,  but  ir 
1985,  newly  married  to  the  dau 
of  a  Japanese  Ministry  of  l  it 
official,  Kaye  moved  back  to  Ca 
nia  as  head  of  what  would  bo 
Secomerica. 

He  moved  the  company  intc 
bulance  services  with  the  acquit 
of  LifeFleet  in  1988,  kicking  of 
consolidation  of  that  mom-anc 
industry.  He  followed  that  in 
with  a  home  health  care  service 
cern  and  then  a  24-hour  pediatrij 
service  called  Care  Visions'  Kanj 
Kids.  Secomerica  had  revenui 
about  $210  million  last  year. 

Kaye  expects  the  company  to 
a  few  more  acquisitions  this  yea 
may  take  LifeFleet  public.  The 
pany  is  shedding  its  pediatric  uni 
is  reassessing  the  home  infusion 
apy  industry,  which  is  struck  by  s 
price-cutting. 

Kaye  reports  directly  to  Iida, 
comes  to  the  U.S.  about  once  a 
In  an  odd  way,  it  helps  Kaye  tha 
is  autocratic  and  doesn't  run  his 
pany  with  the  fuzzy  consensu 
proach  of  many  large  Japanese 
panies.  Kaye  travels  to  Japan  tv 
three  times  a  year  and  files  mo 
reports  to  Tokyo.  For  major 
sions — strategy  or  major  ac< 
tions — Tokyo  is  brought  in  for  a 
deal  of  discussion.  But  other 
Kaye  is  on  his  own. 

Here's  the  irony:  Kaye  rarely  s] 
Japanese  in  the  office.  Only  4  of ! 
merica's  4,000  employees  are 
nese,  and  they  are  trainees  in 
early  20s.  The  only  things  rem 
Japanese  about  Secomerica  ar< 
annual  trip  to  Japan  that  50  em 
ees  get  to  make  and  the  partitic 
"open  office"  layout  at  headqu; 
in  Newport  Beach,  Calif. 

But  had  he  not  steeped  hims 
things  Japanese,  Kaye  would  i 
have  won  the  trust  he  enjoys  froi 
home  office.  He  is  well  versed  i 
complex  web  of  relationships  tha 
Japan  so  smoothly. 


Kaye  isn't  being  shad- 
owed by  a  Japanese 
executive.  But  then 
there  aren't  many  Ameri- 
can executives  who 
know  much  about  Japan, 
let  alone  who  can  speak 
freely  to  the  executives  in 
the  home  office  in  their 
native  tongue. 


266 


Forbes  ■  December  20, 


When  sound  bites  replace 
insight  you  need. . . 

a 


...to  replace  sound  bites. 

To  learn  more  about  Insight, 
call  Publisher  James  D.  McVey, 
(212)  599-1730. 


EDITED  BY  JOHN  R.  HAYES 


Late  to  the  party? 

The  mortgage  business  has  been 
good  to  Angelo  Mozilo.  Vice  chair- 
man and  cofounder  of  Pasadena- 
based  Countrywide  Credit  Indus-, 
tries,  Mozilo  has  built  the  firm  from  a 
one-shop  upstart  mortgage  broker  to 
the  country's  largest  mortgage  lend- 
er. Last  year  earnings  more  than  dou- 
bled to  $140  million  on  sales  of  $505 
million.  This  year  the  stock  hit  35,  up 
from  4  three  years  ago. 

Now  Mozilo  is  branching  out.  He 
wants  Countrywide  to  be  in  the  mu- 
tual fund  business,  too.  "It's  a  natural 
adjunct  to  what  we  do,"  he  says. 

How  so?  Countrywide  has  detailed 
financial  information  and  monthly 
contact  with  670,000  homeowners,  a 
number  that  grows  by  60,000  each 
quarter.  Mozilo  has  already  sold 
home  and  life  insurance  policies  to 
about  25%  of  those  borrowers,  and 
he's  sure  he  can  sell  them  funds,  too. 

"The  biggest  problem  most  mutu- 
al funds  have  is  the  cost  of  market- 
ing," says  Mozilo,  55,  a  marketing 
and  philosophy  major  from  Fordham. 
"We  don't  have  that  cost.  We  can  slice 
and  dice  that  portfolio  any  way  we 
want  to  make  sure  we  target  the  right 
audience." 

There's  another  reason  to  diversify: 
Today's  market  doesn't  like  mortgage 
brokers.  Mozilo  can  chew  your  ear  off 
explaining  why  rising  interest  rates 


aren't  a  threat  to  his  earnings,  but  the 
siock  market  isn't  listening.  The  most 
recent  uptick  cost  his  shareholders 
25%.  "Perception  moves  the  stock," 
he  sighs. 

Countrywide  won't  disclose  its  fi- 
nal plans  until  early  next  year,  but  the 
most  likely  scenario  is  that  Mozilo  will 
start  small,  testing  his  database  by 
marketing  private -label  funds  man- 
aged by  outside  fund  companies.  If 
that  succeeds,  the  plans  get  more 
ambitious.  "Major  investments  will 
be  made,"  he  predicts.  "We  have  an 
investment  adviser  who  is  presenting 
a  number  of  fund  companies  to  us." 
And  if  he  can't  get  the  price  he  wants, 
Mozilo  says  Countrywide  will  start  its 
own  mutual  funds. 

But  with  4,400  already  available, 
does  the  world  need  another  mutual 
i'und^  Or  even,  for  that  matter,  anoth- 
er outlet  to  buy  them?  Mozilo,  a  one- 
time boxer  born  and  raised  in  the 
Bronx,  is  not  given  to  doubts.  "We 
have  to  trust  our  intuition  and  our 
instincts,"  he  says.  "They've  been 
damn  good  to  us  over  a  long  period  of 
time." 


No  more  tears 

"Why  ark  you  crying?"  Martin  Ban- 
dier  asked  his  wife  as  the  lights  came 
up  at  the  end  of  Sleepless  in  Seattle  this 
summer,  "we  had  seven  songs  in  that 


Angelo  Mozilo, 
vice  chairman, 
Countrywide  Credit 
Industries 
Will  the  new 
business  quiet 
his  critics? 


movie."  Chairman  and  chief  ( 
tive  officer  of  EMI  Music  Publi 
Bandier,  52,  had  a  point.  Sleeple 
nearly  3  million  soundtrack  al 
Bandier's  seven  songs — ranging 
"Stardust"  to  "Stand  by 
Man" — added  over  $1  milli< 
kmi's  coffers. 

Nice  business,  music  publi 
Bandier's  division  did  $350  mill 
sales  last  year,  and  his  return — 
30% — is  about  double  what  EMI 
ord  business  brings  in. 

Next  year  will  be  even  bettei 
month  Bandier  signed  a  deal 
Michael  Jackson  to  administer 
son's  ATV  Music  catalog,  whi< 
eludes  the  bulk  of  the  Beatles  tu 
well  as  some  Little  Richard  anc 
Presley  hits.  With  help  from  EM 
ords,  which  controls  masters  to 
Beatles  albums,  the  deal  shou 
crease  sales  by  at  least  $25  mil 
year.  "We  intend  to  have  a 
campaign  to  have  people  redi; 
the  Beatles,"  says  Bandier.  "Eac 
.there's  another  anniversary  of 
bum .  By  familiarizing  people  wi 
music  we  should  be  able  to  get 
people  to  use  the  songs." 

Bandier  got  into  the  music  bu 
by  way  of  New  York  real  estat 
was  in-house  counsel  to  the  L 
Organization,  when  developet 
LeFrak  started  the  Entertainmei 
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ABOVE: 

Chilean  billionaire 
Andronico  Luksic  Avaroa 
Prices  are  good  in  Croatia. 

LEFT: 

Martin  Bandier, 
EMI  Music 
Publishing 

Coming  soon:  a  decade-long 
Beatles  retrospective. 


Charles  Koppelman  in  1975.  In 
Bandier  and  Koppelman  left  to 
their  own  publishing  and  record 
action  outfit,  which  they  eventu- 
:>ld  to  EMI  for  $295  million, 
ndier  stayed  on  to  run  the  pub- 
g  operations,  happy  to  run  a 
ess  that's  sure  to  outlast  all  the 
oil  in  the  entertainment  indus- 
I  don't  care  how  many  channels 
are,"  he  says,  "if  they're  using 
ewhere  Over  the  Rainbow'  I  get 
for  it."         -Lisa  Gubernick 


;  sale 

on  aire  industrialist  Andron- 
uksic  Avaroa  knows  how  difficult 
\  be  dealing  with  governments. 
Chilean  entrepreneur  lost  nearly 
thing  when  Salvador  Allende  ex- 
riated  his  holdings  in  the  early 
is.  When  the  military  took  over  in 
-  the  new  government  chastised 
ic  as  a  collaborationist  for  allow- 
lie  seizures  to  occur, 
lese  days  Luksic,  66,  is  wheeling 
lealing  on  four  continents,  most- 
the  private  sector.  In  May  he 
d  shares  of  Madeco,  a  copper 
:ator,  on  Wall  Street  as  American 
>sitary  Receipts.  Then,  with 
ing  from  Hongkong  &  Shanghai 
|  he  merged  his  Banco  O'Hig 
vvith  Spain's  Banco  Central  His- 


panoamericano's  Chilean  branches  to 
form  Chile's  biggest  banking  group. 
And  his  phone  company,  vtr  Teleco- 
municaciones,  is  bidding  on  a  cellular 
phone  franchise  in  Argentina. 

But  government  deals  still  have 
their  attractions.  Luksic's  latest:  Cro- 
atia. His  beer  company,  Compania 
Cervecerias  Unidas  S.A.,  is  buying 
three  state-owned  breweries  with  80% 
of  the  market  in  Zagreb,  Karlovac  and 
Split,  the  Adriatic  port  from  which  his 
father  emigrated  in  1915. 

The  betting  is  that  Luksic  is  getting 
a  good  deal — if  only  because  Croatian 
strongman  Franjo  Tudjman  is  as  ea- 
ger to  raise  money  as  most  outsider 
investors  are  unwilling  to  go  long  in 
an  ethnic  civil  war.  "The  price  is  very, 
very  attractive,"  says  a  Luksic  family 
member.  "It's  not  a  bargain,  but  a  fair 
price,  considering  where  it  is." 

-Joel  Millman 

Pretty  woman 

"A  Ferrari  is  like  a  good-looking 
woman,"  Luca  Cordero  di  Monteze- 
molo  explains.  "You  have  to  desire  a 
Ferrari."  And,  he  might  have  added, 
the  car  is  also  terribly  fast  and  terribly 
expensive.  The  new  456  GT — a  2+2- 
seater  with  a  440  horsepower  en- 
gine— tops  out  at  192  miles  per  hour 
and  will  probably  go  for  a  quarter 
million  dollars  when  it  gets  shipped 


here  next  year. 

Montezemolo,  46  and  handsome, 
Italian  style,  is  a  graduate  of  Columbia 
University  and  former  head  of  Ferra- 
ri's racing  program.  He's  also  worked 
at  the  parent  company,  Fiat,  which 
gave  him  the  top  job  in  1991  at  the 
peak  of  the  speculative  boom  in  exotic 
cars.  Ferrari  was  selling  better  than 
4,000  cars  a  year  then.  This  year  it  will 
sell  2,500  cars.  Montezemolo,  who 
says  exclusivity  is  part  of  the  Ferrari 
charm,  thinks  3,000  is  ideal.  "Every- 
one went  crazy,"  he  says  of  the  1980s. 
"They  bought  not  because  they  liked 
the  car,  but  to  make  money.  I  want 
Ferraris  to  be  driven  again." 

To  rebuild  sales,  Montezemolo  is 
pushing  three  objectives:  Keep  the 
cars  up  to  date  with  heavy  r&d  spend- 
ing— he  says  an  incredible  25%  of  his 
$500  million  in  sales  this  year.  Get 
closer  to  the  customer  by,  for  exam- 
ple, sponsoring  racing  among  Ferrari 
owners.  And  open  new  markets,  par- 
ticularly in  Asia.  Japan  is  strong,  and 
Montezemolo  will  open  a  Beijing 
showroom  in  early  1995. 

But  in  the  end,  he  says,  it's  the 
mystique  that  sells  the  cars.  "It's  a 
physical  relationship,"  he  says.  "The 
feel  of  the  gear  box,  the  vibration,  the 
speed,  the  way  it  handles  in  the  cor- 
ner. We  don't  need  a  great  cassette 
player  or  radio.  The  engine  makes 
engine  music."      -Jerry  Flint  H 


Ferrari's  Luca  Cordero  di  Montezemolo 
"I  want  Ferraris  to  be  driven  again. 
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Forbes  Wagon  Creek  Ranch  is  offering  minimum  40  acre  niches  sJkrTmg  for  as  little  as 
We  provide  full  financing  and  buyer  protection.  If  you've  ever  dreamffcof  owning  your  ovvi 
the  Rockies,  now  is  the  time  to  act.  This  property  can  provide  you  with  a  perfect  base  for 
cross-country  skiing,  hunting,  camping  and  a  host  of  other  outdoor  sports  and  family  fun. 
information  without  obligation, 


Call  1-800.FORBES-5.  Outside  the  U.S.  (719)  379-3263. 


An  Ottering  Statement  hits  been  filed  with  the  Stale  of  New  York.  Such  filing  does  not  constitute  approval  by  the  State  of  New  York  or  the  value  or  quality 
properties.  A  copy  of  the  Offering  Statement  is  available  upon  request  from  the  offeror  NYA93-W.  The  project  is  registered  with  the  New  Jersey  Real  Ed 
Commission  and  the  Kansas  Securities  Commission.  Registration  does  not  indicate  approval  of  the  sale  or  offer  for  sale  by  those  or  any  Federal  agency  or  < 
thereol  or  that  they  have  passed  upon  the  merits  or  value  of  such  offering,  or  recommend  purchase  of  the  property.  The  Offering  Statement  for  each  slate  ar 
Propeny  Report;  required  by  Federal  law  are  available  upon  request  from  Sangre  de  Cristo  Ranches.  Obtain  and  read  them  before  signing  any  document.  Ei 
and  Housing  Opportunity.  24-100  N.J.  Reg.  Sangre  de  Cristo  Ranches  Agency,  licensed  real  estate  broker  in  Colorado.  A.  Jack  Nerud,  Ohkosh.  Nebrask; 


BY  ERIC  S.HARDY 


The  overall  market 


j;  rally  in  bank  stocks  over?  After 
[al  years  of  market- beating 
r — many  bank  stocks  have  tripled 
I  mid- 1990 — the  sector  turned 
in  October.  Interest  rates 
id  up,  potentially  damaging  bank 
interest  income.  But  Advest's 
K  Barkocy  thinks  that  the  recent 
Ik  in  interest  rates  need  not  be  the 
ining  of  a  long-term  trend.  He  is 
encouraged  by  the  number  of 
end  increases  by  banks, 
le  of  Barkocy's  strategies  is  to 
for  possible  takeover  candidates, 
ng  his  favorites  is  a  small  bank  in 
achusetts,  Andover  Bancorp, 
lata  recent  1 6  is  off  18%  from  its 
earlier  in  1993.  Andover  sells  for 
to  tangible  book  value  and  7 
;  estimated  1993  earnings, 
somewhat  more  speculative  pick 
ughkeepsie  Savings  Bank  in  New 
State;  at  a  recent  4Vi,  it  trades  at 
imes  tangible  book  and  61  times 
lated  1993  earnings. 


jecial  focus 


nks  to  the  investing  public's  appetite  for 
issues,  Wall  Street  will  create  and  move 
cord  amount  of  IPO  merchandise  in 
3.  The  stocks  below  gained  61%  or 
e  on  their  first  day  of  trading.  These 
companies  sell  for  an  average  32  times 
;.  In  contrast,  the  average  public  com- 
y  is  priced  at  about  3  times  sales. 

roth  hitting  the  fan 


Company 

Ist-day 
price 
gain 

Price 
divided  by 
sales 

Boston  Chicken 

143% 

101 

Cambridge  Tech  Partners 

110 

7 

Powersoft 

91 

17 

Gupta 

88 

12 

iwerks  Entertainment 

86 

8 

Royal  Grip 

73 

6 

Level  One  Communications 

68 

15 

Hollywood  Casino 

64 

1 

Hometown  Buffet 

61 

11 

Discovery  Zone 

61 

141 
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The  Barra  All-US  price  index  as  of  1 1/26/93 


Market  value:  $4,938.0  billion 
P/E:  24.7 

P/E  minus  negative  EPS:  17.3 
Price/book:  2.7 
Yield:  2.5% 
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12-month  closeup 

-  Baira  index 
200-day  moving  average 


1 

1 

1  1 

i 

i 
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AMI   J  A  S  0  N 

'85      '86  '87 

'88 

'89 

90 

'91      '92  '93 

'92 

'93 

Closeup  on  the  market  1 

%  change  from 

Index  or  investment 

2-week  change 

1  year  ago      5-year  high 

Barra  Ail-US  index 

-LI 

% 

9.1 

%  -2.2% 

S&P/Barra  Growth  index' 

-0.2 

1 

2.2 

-0.8 

S&P/Barra  Value  index2 

-0.6 

■ 

18.7 

-2.3  I 

Dow  Jones  industrials 

0.0 

12.2 

-0.7 

S&P  500 

-0.5 

■ 

7.6 

-1.4  1 

NYSE 

-0.8 

■ 

8.0 

-1.9 

Nasdaq 

-3.2 

16.2 

-4.2 

Amex 

-3.4 

17.8 

-4.3 

EAFE3 

-5.2 

25.3 

-12.2 

CRB  futures  index46 

0.4 

1 

9.6 

-12.2  1 

Gold  5(Comex  spot) 

1.1 

m 

13.1 

-10.7 

Yen '  (per  $US) 

3.0 

-18.6 

-32.1 

Oil 5  (W  Texas  Intermediate) 

-1.8 

-19.0 

-60.1 

1  The  best  and  worst  performing  stocks6 

2-week 

1993 

2-week  1993 

Best 

Price 

change 

EPS' 

Worst 

Price 

change  EPS' 

Lawson  Mardon  Group 

9V8 

34% 

NA 

Dimark 

20lA 

-45%    $0.98  j 

Independence  Bancorp 

35i/2 

33 

$2.01 

Kulicke  &  Sofia  Inds 

13 

-43         2.01*  1 

American  Pacific 

15i/2 

29 

1.09 

Biocraft  Labs 

235/8 

-33  0.82 

Donnkenny 

18 

27 

1.27 

StarSight  Telecast 

15 

-33  NA 

Stone  Container 

11 

26 

-4.39 

Western  Beef 

9V2 

-31  NA 

The  best  and  worst  performing  industry  factors68 

2-week 

Since 

2-week 

Since 

Best 

change 

12/31/92 

Worst 

change 

12/31/92 

Pollution  control 

7.5% 

-28.9% 

International  oil 

-5.5% 

17.0% 

Aerospace 

5.2 

13.7 

Thrifts 

-5.1 

-6.2 

Beverages 

5.2 

10.9 

Oilfield  services 

-4.5 

7.5 

Containers 

4.2 

-2.9 

Precious  metals 

-4.0 

56.1 

Trucking 

3.7 

4.6 

Tobacco 

-3.3 

-38.9 

ource:  Spotlight  Development. 


ata  for  period  ending  1 1/26/93  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  trading  on 
jrkets  ADRs  REITs  and  closed-end  funds  are  excluded. 1  Total  return  of  a  portfolio  of  more  than  150  large-capitalization  stocks  that  has  high  historical  earnings  growth  and  has  predicted  above-average 
5  growth  2  Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earmngs  ratios. 3  A  dollar-denominated  capitalization-weighted 
f  more  than  1  000  stocks  from  Europe  Australia,  New  Zealand  and  the  Far  East.  Source:  Morgan  Stanley  Capital  International  Perspective.  1  Index  of  21  commodity  futures.  6  Source:  Knight-Ridder 
al  Information' 6  During  the  last  two  weeks  'Estimate.  Source:  Institutional  Brokers  Estimate  System. 8 Shows  return  to  the  industry  factor  after  controlling  for  other  influences,  including  company  size, 
id  growth  characteristics  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  '1994  estimate.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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CRB  futures  indexes 


325 


275 


225 


175 


Futures  index' 


1990 


1991 


1992 


1993 


1990 


1991 


1992 


1993 


The  Commodity  Research  Bureau's  futures  index— a 
composite  of  21  commodity  futures  contracts — is  up  10% 
so  far  this  year,  including  a  4%  gain  during  the  recent  three- 
month  period.  The  precious  metals  component  of  the  CRB 
futures  index  shows  a  16%  increase  for  the  year.  Neverthe- 
less, a  new  round  of  inflation  is  probably  not  in  the  cards. 
Some  commodity  prices  had  been  in  a  near-depression  for 
several  years.  The  CRB  index,  for  instance,  is  not  much 
higher  than  it  was  two  years  ago.  And  precious  metals 
prices  remain  10%  below  their  peak  set  earlier  this  year. 

While  there  is  no  question  that  commodity  prices  aren't 
as  dormant  as  they  were  a  year  ago,  Chemical  Banking 
Corp.'s  chief  economist,  Irwin  L.  Kellner,  thinks  inflation 
jitters  are  overblown.  "Consumer  prices  will  rise  by  about 


2.9%  in  1993,"  he  says,  "but  the  [increase]  for  199' 
be  a  full  percentage  point  below  that."  Accordir 
Kellner,  economic  growth  will  decelerate  throug 
1994.  He  also  thinks  that  a  lot  of  the  blame  forcomm 
price  increases  (especially  in  grain  products)  is  relat 
the  short-term  effects  of  the  flooding  in  the  Midwes 
Despite  the  gain  in  the  CRB  index,  other  measur 
commodity  prices  show  small  price  declines  for  the 
The  Journal  of  Commerce  industrial  materials  inde: 
instance,  which  is  heavily  weighted  in  base  metal; 
copper  (see  lower  left),  is  down  4%  for  the  year  as  of 
November.  And  the  Goldman  Sachs  commodity  inc 
almost  half  of  which  is  energy- related  products — has  1 
6%  since  last  January. 


Commodity  spotlight 


Cash  and  futures  prices 


Copper5  (cents  per  pound) 


Spot  indexes 

Futures  indexes 

Index' 

Value 

3-mo  change 

Index 

Value 

3-mo  ch 

All  commodities 

243.49 

3% 

CRB  index 

223.49 

4C 

Raw  industrials 

258.77 

3 

Precious  metals 

255.06 

10 

Metals 

224.03 

3 

Industrials 

238.19 

6 

Textiles 

219.58 

7 

Grains 

207.56 

7 

Foodstuffs 

221.81 

4 

Livestock  &  meat 

214.47 

3 

Copper  is  near  the  bottom  of  a 
downward  cycle,  says  Bill  O'Neill, 
senior  futures  strategist  at  Merrill 
Lynch.  Copper  has  been  trading  at 
less  than  $1  a  pound  for  over  six 
months,  and  is  now  at  about  75 
cents.  Demand  is  up  buoyantly  in 
the  U.S.,  coming  off  a  recession 
low,  but  is  off  about  5%  to  10%  in 
Europe,  and  about  die  same  in  Asia. 

Note:  All  prices  as  of  i  1/19/93.  'Composed  of  13  commodities.  Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  3Gold,  platinum  and  silver.  'Compose 
commodities.  'March  1994  contract.  6Base  for  spot  and  futures  indexes  (1967=100).  Source:  Knight-Ridder  Financial  Publishing. 


Spot  commodity  prices 

Futures  prices 

Index 

Price 

3-mo  change 

Index 

Price 

3-mo  ch 

Steel  scrap  (short  ton) 

$137.50 

22% 

Jan  platinum  (troy  oz) 

5380.00 

5C 

Copper  scrap  (pound) 

0.57 

-10 

Feb  crude  oil  (barrel) 

17.31 

-5 

Print  cloth  (sq  yard) 

0.75 

7 

Mar  copper  (pound) 

0.75 

-6 

Corn  (bushel) 

0.29 

20 

Mar  cotton  (pound) 

0.63 

3 

Soybean  oil  (pound) 

0.27 

14 

Mar  Chi  wheat  (bushel) 

3.53 

12 
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THE  3-VOLUME  SET  OF 

Forbes  Thoughts  on  the  Business  of  Life 


The  three-volume  Forbes 
:rapbook  of  Thoughts  on  the 
jsiness  of  Life  opens  up  a 
,owser's  heaven.  Each  and  every 
ought  strikes  a  spark  of  plea- 
jre  by  its  originality  and  felicity  of 
cpression.  The  range  is  virtually 
nitless.  There  are  gems  on  Early 
ising,  Economists  and  Eternity. 
te  selection  is  equally  sparkling 
i  Manufacture,  Meddling,  and 
en  Of  The  World.  It  offers  pure 
Did  on  Wage  Structure,  Wine, 
id  Worry.  Contributors  range 
Dm  the  earliest  thinkers  to  the 
esent  day. 

The  three-volume  set,  printed 
i  fine  quality  stock,  bound  in 
een  cloth  and  housed  in  a 
andsome  matching  slipcase,  is 
e  quintessential  bedside  com- 


panion with  over  10,000  meticu- 
lously culled  quotes  from  the 
world's  greatest  authors. 

As  a  gift  to  business  asso- 
ciates and  friends,  it  will  give  a  life- 
time of  pleasure.  They  can  sam- 
ple it  by  dipping  at  random  or  pur- 
sue a  more  charted  course  with 
the  aid  of  the  subject  and  author 
indices.  To  order  a  copy  for  your- 
self or  as  a  gift,  fill  out  and  return 
the  coupon  below.  The  company 
of  great  writers  and  thinkers 
awaits. 

□  binding  in  green  cloth  with 
gold  imprint 

□  green  cloth  slipcase  to 
match  binding  at  no  additional 
charge 


□  indexed  by  author  and  sub- 
ject 

□  authors  span  whole  range 
of  civilization  from  classical 
Greece  to  our  own  times 

□  over  1 ,500  pages,  over 
10,000  quotations 

□  Ready  now.  Copies  will  be 
shipped  as  soon  as  your  order  is 
received. 


For  Faster  Service 

Call:  1-800-234-4553 

Please  have  credit  card  ready 


THE  ONE  VOLUME 
EDITION 

For  those  who  may  wish 
to  take  "Thoughts"  on 
their  travels,  a  single  volume 
edition  containing  about 
a  third  of  the  material 
in  529  pages  is  also 
available.  Please  check 
the  appropriate  box  on 
the  order  form. 


Forbes  Books,  P.O.  Box  11234,  Des  Moines,  IA  50340 

Reserve  my  set  of  the  new  3-volume  set  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  complete  in  matching  slipcase  for 
just  $69.50.  Ship  to  the  address  shown. 


□  Check  enclosed 


Name 

(please  print) 

Address 

Apt.  # 

□  Charge  my  credit  card 

□  AmEx 

□  MasterCard 

□  Visa 

No  

Exp.  Date  


City  State  Zip 

□  Please  send  the  one  volume  edition  instead  Price  $27.50  includes  shipping  and  handling 
Please  add  sales  tax  in  New  York  State  and  other  states  where  applicable 
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Some  managers  buy  abroad  because  their  customers 
expect  them  to  and  some  because  that's  where  the 
bargains  are.  You're  probably  better  off  with  the  latter. 

Reservedly  global 


By  Mary  Beth  Grover 

In  1962  the  great  stock 
picker  John  Templeton 
headed  to  Japan  to  pros- 
pect for  bargains.  Temple- 
ton  began  buying  bundles 
of  Japanese  stocks  at  prices 
as  low  as  three  or  four  times 
earnings.  By  1973  about 
half  the  assets  of  his  Tem- 
pleton Growth  Fund  were 
in  Japan — and  the  fund 
went  on  to  become  one  of 
the  best  wealth -builders  of 
all  time. 

There's  a  moral  here  for  all  inves- 
tors. Before  running  off  and  buying  a 
new  Tierra  del  Fuego  fund  because 
you  hear  Tierra  del  Fuego  is  a  hot 
economy,  make  sure  that  Tierran 
stocks  are  not  already  overpriced.  Re- 
member: The  Tierra  del  Fuego  Fund 
has  to  have  its  money  in  that  market, 
whether  the  stocks  are  reasonably 
priced  or  not. 

Back  to  John  Templeton.  He 
bought  Japanese  stocks  because  they 
were  cheap,  not  because  he  felt  he 
needed  to  have  some  of  his  money  in 
Japan.  In  this  spirit,  consider  owning 
one  of  the  closet  global  funds  in  the 
table.  All  of  these  funds  own  foreign 


stocks,  but  they  are  not  required  by 
their  charters  to  put  any  assets  abroad. 

Contrast  this  opportunistic  form  of 
foreign  investing  with  the  more  com- 
mon variety,  compulsory  foreign  in- 
vesting. Funds  that  call  themselves 
international  generally  put  almost  all 
of  their  assets  outside  the  U.S.  Funds 
that  call  themselves  global  usually  mix 
their  U.S.  holdings  with  stocks  from 
at  least  two  other  countries.  They 
don't  go  abroad  because  they  can, 
they  go  abroad  because  they're  sup- 
posed to. 

Eric  Ryback's  Lindner  Fund,  by 
contrast,  is  one  of  the  opportunistic 
buyers.  He  has  22%  of  the  $1 .4  billion 


f  fund  invested  abroad. 
S  not  a  big  fan  of 
r  stocks,  which  he  con: 
\  overpriced.  Instead 
!  f  finding  bargains  in  Sc 
navia  and  Eastern  Eu 
Ryback  is  bullish  on 
way's  Helikopter  Se 
which  ferries  workers 
rigs  in  the  North  Sea. 

Helikopter  is  expaj 
into  the  waters  off 
nam,  Australia  and  I 
New  Guinea  as  it  helps 
nese  companies  search  for  oil.  R] 
expects  earnings  to  grow  at  30%  j 
over  the  next  few  years,  yet  the 
pany  trades  at  just  ten  times  tr; 
earnings. 

In  Hungary,  Ryback  is  so  u] 
about  the  prospects  for  retailei 
consumer  products  company  1 
that  he  owns  8%  of  its  outstar 
shares.  He  reckons  that  earning 
increase  as  much  as  18%  a  year 
the  next  few  years  as  Fotex  buy 
cleans  up  leftovers  from  socia 
Recent  price:  $3.72,  just  13 
trailing  earnings. 

David  Schafer,  manager  of  th< 
million  Schafer  Value  Fund  (FO 


Tiptoeing  abroad 

Fund 

3-year 
annualized 
return 

Assets 
($mil) 

% 

of  assets 
abroad 

Largest 
country 

Annual 
expenses 
per  $100 

Crabbe  Huson  Equity 

27% 

$29 

16% 

Mexico 

$1.48 

Fidelity  Value 

23 

1,620 

18 

Japan 

1.20 

Janus  Mercury 

NA 

117 

21 

Sweden 

1.75 

Lindner 

17 

1,400 

25 

Canada 

0.80 

T  Rowe  Price  Growth  Stock 

18 

1,800 

25 

Switzerland 

0.85 

Schafer  Value 

28 

22 

20 

Argentina 

1.78 

NA:  Not  available. 

Sources:  Forbes;  Mamngstar,  Inc. 

You  wouldn't 
know  it 
from  their  nai 
but  these  don 
equity  funds 
all  rummage 
worldwide 
for  bargains. 
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v.),  loves  stocks  that  have  low 
'earnings  ratios  and  a  strong 
e  for  a  jump  in  earnings.  Lately 
s  been  unloading  some  of  his 
h  and  Hong  Kong  stocks, 
afer  recently  traded  French  oil 
-er  Elf  Aquitaine,  for  example, 
F,  the  Argentinean  oil  company. 
1  times  trailing  earnings,  ypf  is 
s  expensive,  yet  Schafer  thinks 
arnings  could  grow  by  as  much 
:/o  next  year. 

lilarly,  Schafer  got  out  of  Hong 
Telecommunications,  trading 
times  earnings,  and  into  Tele- 
de  Mexico  at  9  times  earnings. 

sr  has  one -fifth  of  the  fund's 
abroad. 

hard  Huson  manages  another 
global  fund,  Crabbe  Huson 
,y.  Asia  makes  him  nervous,  too. 
,  can't  go  into  Hong  Kong  and 
ontrarian,"  he  says.  Huson  pre- 
heaper  markets  such  as  Mexico 
pain. 

le  of  his  favorite  stocks  is  Mexi- 
pruck  assembler  Consorcio  G 

0  Dina.  The  company  sells  for 
ten  times  trailing  earnings,  as 

1  as  30%  less  than  its  American 
terparts.  Yet  Huson  expects 
igs  to  grow  20%  next  year.  All  in 
[uson  has  16%  of  his  fund's  $29 
m  in  assets  parked  abroad, 
irren  Lammert,  manager  of  Ja- 
«lercury  Fund,  has  invested  21% 
e  seven-month-old  fund's  $117 
>n  in  foreign  stocks.  In  Finland, 
nert  has  been  buying  cellular 
lone  manufacturer  Nokia.  The 
;hould  grow  about  25%  annually 
the  next  five  years,  yet  trades  at 
!1  times  Lammert's  estimate  of 
gear's  earnings  (adjusted  for  a 
ted  divestiture).  Motorola, 
while,  trades  at  31  times  this 
;  earnings  and  is  projected  to 
about  20%. 

mmert  also  thinks  German  do  it 
elf  superstore  Hornbach  is  a  bar- 
He  expects  earnings  to  grow  up 
%  a  year  over  the  next  few  years, 
t  18  times  this  year's  earnings 
ate,  it  trades  at  just  half  the 
pie  of  Home  Depot. 
S.  investors  have  gone  gaga  over 
m  stocks.  Before  joining  the 

make  sure  that  you  are  buying 
m  stocks  because  they  are  good 

not  merely  because  they  are 


Convertible  bond  funds  are  suddenly  a  hot  product, 
thanks  to  their  ability  to  deliver  the  best  aspects  of  both 
bonds  and  stocks.  Be  careful,  though:  They  can  also 
give  you  the  worst  aspects  of  both  bonds  and  stocks. 


Bond  funds 


equity  fiinds 
in  drag? 


With  their  unwavering  urge  to  fight 
the  last  war,  fund  buyers  have  poured 
$675  million  into  convertible  bond 
funds  in  the  first  three  quarters  of 
1993.  According  to  Financial  Re- 
search Corp.  of  Chicago,  that  surge 
pushes  the  convertible  funds'  total 
assets  past  $3.5  billion. 

Convertibles  are  what  all  these  avid 
buyers  wish  they  had  bought  a  few 
years  ago.  Simultaneously  rising  stock 
prices  and  falling  interest  rates  have 
doubled  the  pleasure  of  owning  con- 
vertibles, giving  the  average  convert- 
ible fund  a  22%  compound  annual 
return  over  the  past  three  years.  Just 
over  the  past  year,  the  two  dozen 
convertible  bond  funds  tracked  by 


Lipper  Analytical  Services  have  re- 
turned 19%,  beating  the  Standard  & 
Poor's  500  stock  index  by  nearly  four 
percentage  points  and  walloping  the 
Merrill  Lynch  corporate/govern- 
ment  bond  index  by  more  than  five 
points. 

Now,  then,  is  a  good  time  to  recall 
the  words  of  Benjamin  Graham  in  The 
Intelligent  Investor:  "The  group  of 
convertible  issues  floated  during  the 
latter  part  of  a  bull  market  are  bound 
to  yield  unsatisfactory  results  as  a 
whole  ....  A  wide  decline  in  the 
stock  market  must  invariably  make 
the  conversion  privilege  much  less 
attractive — and  often,  also,  call  into 
question  the  underlying  safety  of  the 
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Is  it  a  bond  or  is  if  a  stock? 


-  —Fund  

 Total  return  

Net 

Annual 

Yield* 

Telephone 

1  wr 

i-yr 

5-yr 

assets 

expenses 

annualized 

per  $  iuu 

Fidelity  Convertible  Securities 

25.0% 

19.5% 

$961 

$0.96 

4.1% 

800-544-8888 

SBSF  Convertible  Securities 

23.1 

13.5 

66 

1.32 

5.0 

800-422-7273 

Value  Line  Convertible 

21.3 

12.3 

66 

1.10 

4.0 

800-223-0818 

Vanguard  Convertible  Securities 

18.5 

14.0 

192 

0.85 

3.6 

800-662-7447 

Total  returns  through  Oct.  31 ;  net  assets  as  of  Sept.  30. 
Sources:  Upper  Analytical  Services;  Forbes. 


'Last  12  months'  income  distributions  divided  by  Oct.  31  net  asset  value  adjusted  for  capital  gains. 


issue  itself.1'' 

Maybe  Graham  knew  a  good  time 
to  be  a  party  pooper.  He  last  updated 
his  book  in  1972,  just  before  stocks 
began  a  long  dive  and  not  long  before 
rising  interest  rates  severely  damaged 
the  fixed-income  values  of  convert- 
ible bonds. 

Therefore,  it's  worth  remembering 
the  gist  of  Graham's  message:  Con- 
vertibles, which  in  bull  markets  can 
deliver  the  best  of  both  stocks  and 
bonds,  in  bear  markets  can  deliver  the 
worst  of  both. 

In  a  nutshell,  a  convertible  is  a  bond 
or  preferred  stock  that  can  be  ex- 
changed into  a  fixed  number  of  com- 
mon shares.  Example:  The  issue  by 
Genzyme  Corp.  pays  a  fixed  $67.50 
coupon,  or  a  6.75%  yield  on  the 
$1,000  bond  price.  It  can  be  convert- 
ed at  any  time  into'  18.9  shares  of 
Genzyme  common,  recently  worth  a 
total  of  $591. 

This  bond,  then,  is  trading  at  a 
67.5%  premium  over  its  pure  equity 
value.  Why  are  investors  willing  to  pay 
that  conversion  premium?  Because  it 
secures  them  a  yield  that  common 
holders  can't  get  (this  common  pays 
no  dividend)  while  providing  an  at- 
tractive safety  cushion:  Even  if  the 
underlying  stock  falls  apart,  the  bond 
will  retain  some  value  as  a  fixed-in- 
come instrument  entided  to  interest 
coupons  and  redemption  at  maturity. 

If  you  are  tempted  this  late  in  the 
bull  market  to  invest  in  a  convertible 
bond  fund,  there  are  two  things  you 
should  know.  The  first  is  that  convert- 
ible bonds  are  no  longer  cheap.  By 
one  key  measure — the  payback  peri- 
od— convertibles  h.  e  become  a  cost- 
ly way  to  make  a  hedged  bet.  Accord- 


ing to  analyst  Mark  Hunt  of  Smith 
Barney  Shearson,  it  will  take  5.5  years 
of  interest  coupons  for  the  holder  of 
the  average  convertible  bond  to  earn 
back  the  conversion  premium.  Three 
years  ago  the  average  payback  period 
was  4.4  years. 

The  second  important  thing  to 
know:  Depending  mostly  on  its  con- 
version premium,  a  convertible  can 
fall  anywhere  on  the  spectrum  be- 
tween a  nearly  pure  equity  equivalent 
and  a  nearly  pure  bond  with  only  a 
faint  equity  flavor. 

"Because  of  the  bull  market  in 
stocks,  there  are  a  lot  more  equity- 
sensitive  convertibles  than  there  were 
even  a  year  ago,"  says  Andrew  Oflit, 
the  portfolio  manager  of  Fidelity 
Convertible  Securities.  Why?  As  a 
stock  rises,  the  convertible  bond  goes 
with  it,  although  not  as  fast;  the  con- 
version premium  narrows  and  the 
bond  commences  to  trade  as  almost  a 
pure  stock  substitute. 

Depending  largely  on  their  mana- 
gers' preference  for  high  or  low  con- 
version premiums,  convertible  bond 
funds  range  across  the  spectrum  from 
stock-like  to  bond-like.  For  a  quick 
measure  of  where  a  convertible  fund 
sits  on  that  spectrum,  look  at  its  yield. 
High  conversion  premiums  go  hand 
in  hand  with  high  yields  and  high 
similarity  to  pure  bonds.  Conversely, 
low  premiums  tend  to  produce  low 
yields  and  stock- like  risks. 

Thus  Dean  Witter  Convertible  Se- 
curities Fund,  with  a  3.2%  current 
yield,  and  Merrill  Lynch  Global  Con- 
vertible B  (1.5%  current  yield)  are 
more  exposed  to  stock  market  risk 
than  SBSF  Convertible  Securities 
Fund,  with  a  5%  yield. 


The  Merrill  fund,  in  fact,  has 
pallid  resemblance  to  a  bond  poi 
that  even  the  s&P  500  stock 
yields  almost  twice  as  much.  B 
mind,  however,  that  if  interesi 
shoot  up,  the  more  bond  lik 
portfolio  may  suffer  more  tha 
other  two  funds. 

Is  there  any  appreciation  1 
convertible  bonds?  "I  don't 
convertibles  are  any  more  oven 
than  the  stock  market,"  Oflit 
adding  a  cautionary  note:  "I'm 
aging  as  defensively  as  I  can." 
Louis  Benzak,  portfolio  manai 
SBSF  Convertible  Securities 
"We  may  be  alone  out  there,  b 
actually  do  look  at  investment  v; 
or  the  value  as  a  bond  alone.  Ev 
says  Benzak,  "We're  finding  thi 
buy  without  having  to  chang 
focus  from  income  to  equity  ret 

If  you  buy  convertibles  now 
to  no-load  funds  with  high  yiea 
table).  High-income  holdings  s 
give  these  funds  some  stability 
stock  tumble. 

Also  consider  closed-end  co 
ible  funds  at  a  discount  to  the 
asset  value.  Convertible  Holdin 
two  classes  of  shares  trading  at  a 
posite  6%  yield.  If  you  buy,  buy 
amounts  of  both  classes  to  captu 
7%  discount  to  net  asset  value, 
separate  discounts  for  the  capit; 
the  income  shares  as  reported 
newspaper  are  meaningless  stati 
Ellsworth  Convertible  Growtl 
Income,  another  closed-end, 
6.7%  and  trades  at  a  9.5%  discoi 

And  heed  Ben  Graham's  a 
Like  anything  else,  convertible 
dangerous  in  a  hi^h-priced  m 

-I. 
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"They  are  pllMging 

down  dead  ends  and  cul-de-sacs 

with  their 


irmly 


focused  on 


the  luminous  visions  in  their 

re&rviewmirrors:' 


-George  Gilder 


he  gold  rush  to  the  $3. 75  trillion  multimedia  market  is  on.  Yet,  according  to  George  Gilder,  those 
1  the  lead  are  actually  pursuing  the  past.  Read  why  Gilder  believes  the  newspaper,  not  the  TV, 
the  digital  darkhorse  best  fitted  to  triumph  in  the  computer  age.  •*  How  did  UPS  come  up 
ith  the  right  technology  package?  CEO  Oz  Nelson  and  Senior  VP  IS  Frank  Erbrick  provide  the 
nswers  in  our  exclusive  interview.  «~  Also,  learn  how  today's  high-paid  information  officers 
ave  become  the  expendable  "free  agents"  of  corporate  America.  •'This  and  more  all  in  the 
'ctober  25th  Forbes  ASAP. 

Expect  more  from  Forbes  ASAP  in  1994:  Six  new  issues. 


   T— 

Where  Technology  Gets  Down  To  Business. 

vertise,  call  Ward  Flock  at  415-882-9600  or  Ted  Gramkow  at  212-620-2 

229.  Next  closing:  1/10/94. 

Wall  Street's  earnings  forecasts  are  already  built  into  stock  prices. 
To  make  money,  look  for  the  consensus  that  you  think  is  wrong 
and  bet  against  it. 

How  to  profit  from 
earnings  estimates 


By  Steve  Kichen  and  Eric  S.  Hardy 

Would  YOU  have  dared  to  buy  Chry  s- 
ler two  years  ago?  At  the  time,  some 
journalists  were  all  but  writing  Chrys- 
ler's obituary.  Wall  Street,  on  the 
whole,  was  just  as  pessimistic.  The 
consensus  forecast  of  1992  earnings 
for  the  stock  was  just  44  cents  a  share. 
That's  why  the  stock  was  languishing 
at  13,  not  much  more  than  half  its 
book  value. 

But  hidden  behind  this  average 
earnings  forecast  was  a  lot  of  dissen- 
sion. The  23  analysts  covering  Chrys- 
ler Corp.  were  all  over  the  lot.  The 
most  optimistic  of  them  expected 
Chrysler  to  make  $1.20  a  share  in 
1992.  The  most  pessimistic  anticipat- 
ed a  $1  loss. 

Everyone  was  wrong.  Excluding  an 
extraordinary  charge,  Chrysler  made 
$1.47  a  share  in  1992,  and  earnings 
will  probably  top  $5  for  1993.  The 
stock  has  quadrupled  since  late  1991, 
to  a  recent  52. 

How  might  an  astute  investor  have 
profited  from  this  situation?  Not  by 
taking  the  consensus  forecast  as  gos- 
pel. After  all,  if  Chrysler  indeed  deliv- 
ered earnings  of  only  44  cents  in  1992 
and  slightly  more  this  year,  then  its 
1991  price  would  have  been  no  par- 
ticular bargain.  As  this  example  illus- 
trates, consensus  earnings  predictions 
are  almost  always  fully  reflected  in 
stock  prices.  If  everyone  expects  a 
company  to  double  its  earnings  next 
year,  Wall  Street  isn't  going  to  wait 
until  next  year  to  push  up  the  stock 
price.  It's  high  already. 

The  way  to  make  a  killing  in  a  stock 
like  Chrysler,  rather,  is  to  use  the 
forecasts  as  a  starting  point.  Noting 
the  wide  disagreement  in  the  predic- 
tions for  1992,  an  investor  who  knew 


Return  to  profitability— maybe 


Exch 

Company/business 

Recent 

1993 

1994  EPS  estimate 

price 

EPS 

mean 

high 

low  n 

0 

Advanced  Tech  Labs/diagnostic  ultrasound  sys 

171/. 

$-0.14e 

$088 

$1.40 

$0.51 

0 

CCAIR/airline 

51/4 

-0.41 

0.78 

1.25 

0.50 

0 

Compression  Labs/visual  communications  sys 

14V2 

-O.lle 

0.45 

1.00 

0.22 

0 

Immunex/immunological  drugs 

20'/2 

-0.74e 

0.59 

1.50 

-0.30 

0 

Micropolis/hard  disk  drives  for  computers 

7% 

-0.88e 

0.40 

0.70 

-0.15 

n 

NS  Group/specialty  steel 

8V8 

-0.44 

0.56 

1.00 

0.20 

0 

Solo  Serve/off-price  retail  stores 

6'/4 

-O.Ole 

0.66 

0.95 

0.40 

0 

Tokos  Medical/pharmacy  svcs  for  risky  pregnancies 

.  5% 

-0.26e 

0.25 

0.45 

0.00 

a 

United  States  Cellular/cellular  phone  services 

32Vz 

-0.34e 

0.27 

1.20 

-0.22 

n 

WorldCorp/nonsched  airline;  transaction  svcs 

6 

-0.67e 

0.43 

0.75 

0.20 

e:  Estimate. 

The  consensus  estimates  on  these  ten  companies  call  for 
deficit-to-profit  turnarounds  in  fiscal  1994.  But  the  analysts 
on  these  stocks  are  in  widespread  disagreement. 
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j:hing  about  the   car  market 

I  have  made  a  conscious  bet  to 
ith  the  optimists.  The  LH  sedans 
coming  out  to  good  reviews, 

[he  new  Jeep  Grand  Cherokee 

jn  its  way. 

the  table  below,  we  present  50 
anies  where  things  are  happen- 
[but  Wall  Street  can't  agree  on 
lhat.  All  of  these  stocks  are  ex- 
d  to  show  25%-plus  earnings 
for  1994  over  1993,  but  the 
ists  are  dispersed  across  a  wide 


range.  If  you  know  one  of  these  com- 
panies well  and  have  reason  to  believe 
that  the  most  optimistic  estimators 
are  closest  to  the  mark,  bet  on  the 
stock.  Your  price  will  be  based  on  the 
more  pessimistic  average  forecast,  so 
you  will  be  buying  for  less  than  the 
stock  is  really  worth. 

Look  at  Chiron  (see  table,  below). 
The  22  analysts  who  follow  this  bio- 
tech  research  outfit  are  all  over  the 
map  regarding  what  its  1993  earnings 
will  be,  even  though  there  is  only  one 


Market  forecasts 

— 1993  earnings — 

1  QQA 

estimate 

estimate 

1  yr  ago  recent 

Dow  industrials  $248.85  $205.47 

$227.72 

S&P  500  index     29.68  27.17 

32.11 

Source:  Institutional  Brokers  Estimate  System. 

Prosperity  is  around  the  corner,  say  the 
analysts.  But  this  is  an  old  story. 


eing  through  the  clouds 

Street  analysts  have  wide  differences  of  opinion  regard  Expect  nice  stock  price  gains  in  cases  where  the  most  optimis- 
1994  earnings  prospects  of  the  following  companies,    tic  analysts  are  correct. 


Company/business 

Recent 

1993 

Latest 

12  months 

 1994  EPS  estimate  

price 

EPS 

EPS 

P/E 

mean 

high 

low 

number 

%chg 

1993 

American  Software/mainframe  &  PC  software 

6% 

$0.31e 

$0.19 

35.5 

$0.40 

$0.55 

$0.40 

3 

55% 

American  Studios/portrait  photography  studios  in  Wal-Mart 

6% 

0.26e 

0.18 

34.7 

0.43 

0.55 

ft  OO 

65 

Applied  Magnetics/magnetic  heads  for  computer  equipment 

5% 

0.52 

0.52 

11.3 

0.96 

1.12 

ft  oc 

0 

i 

85 

Autotote/computerized  pari-mutuel  wagering  systems 

21 

0.34e 

0.26 

NM 

0  57 

n  ca 

U.04 

U.4/ 

0 

J 

68 

Belden  &  Blake  Energy/oil  &  gas  exploration  &  production 

13 

0.75e 

0.64 

20.3 

1.07 

1  Jfl 
1.4U 

U.OJ 

R 

J 

43 

Berry  Petroleum/oil  &  gas  exploration  &  production 

8% 

0.32e 

0.25 

35.5 

0.53 

r\  ir\ 
U./U 

A  00 
U.JO 

0 

i 

66 

Biocraft  Laboratories/generic  drugs 

291/2 

0.99e 

0.63 

46.8 

1.45 

l.OH 

l.LM 

■) 

J 

46 

Boomtown/western-theme  casino/hotel  near  Reno 

16% 

0.62 

0.62 

27.0 

1.53 

1.80 

1  /1ft 
1.40 

0 
3 

1  Al 

14/ 

Boston  Technology/voice-processing  systems  &  equipment 

8% 

0.28e 

0.22 

38.6 

0.55 

ft  ££ 

U.bb 

fl  At. 
U.4D 

A 
4 

96 

Cabot  Oil  &  Gas/oil  &  gas  exploration  &  production 

21% 

0.50e 

0.35 

60.7 

0.90 

1  in 

1.4U 

U.D/ 

q 

80 

CalMat/aggregates,  asphalt  &  concrete 

17% 

0.41e 

0.26 

68.3 

0.85 

l.UU 

ft  7ft 
U./U 

A 
4 

107 

Central  Reserve  Life/life,  health  &  accident  insurance 

7% 

0.49e 

0.44 

17.6 

0.93 

1.4U 

U.4D 

5 

90 

Chiron/genetically  engineered  drugs  &  diagnostic  products 

79% 

0.48e 

-1.20 

NM 

1.26 

1  07 
1.8/ 

U.ju 

99 

163 

Clean  Harbors/hazardous  waste  management 

6% 

0.29e 

0.41 

16.8 

0.46 

n  eft 

ft  A(\ 

U.1U 

1ft 
1U 

59 

Diagnostek/mail  order  pharmacy  &  pharmacy  mgmt  svcs 

15% 

0.52e 

0.43 

36.9 

0.84 

1.47 

0.50 

3 

62 

Digital  Microwave/radio  &  microwave  fiber  optics 

25V4 

0.31e 

0.30 

NM 

0.84 

0.98 

0.60 

5 

171 

Dual  Drilling/offshore  drilling  svcs 

12% 

0.26e 

0.13 

NM 

0.73 

0.93 

0.60 

5 

181 

Duplex  Products/manufactures  business  forms 

10% 

0.31e 

-0.26 

NM 

0.69 

0.95 

0.60 

4 

123 

Energy  Ventures/oil  &  gas  exploration 

16% 

0.55e 

0.28 

58.0 

1.30 

1.60 

1.01 

5 

136 

Galveston  Houston/valves  &  equipment  for  the  energy  industry 

31/2 

0.32e 

0.26 

13.5 

0.46 

0.58 

0.40 

6 

44 

General  Housewares/kitchen  accessories  &  cookware 

13% 

0.92e 

0.96 

13.9 

1.32 

1.55 

1.10 

4 

43 

Hancock  Fabrics/fabric  stores 

9% 

0.38e 

0.32 

30.9 

0.61 

0.75 

0.43 

8 

61 

Hooper  Holmes/health  care  information  services 

12% 

0  57e 

0.57 

22.6 

1.00 

1.20 

080 

3 

75 

Independent  Bank  Corp  Mass/banking 

4% 

0.32e 

0.30 

15.8 

0.52 

0.60 

0.42 

3 

63 

Infinity  Broadcasting/radio  stations 

43% 

0.31e 

0.21 

NM 

0.78 

1.10 

0.50 

7 

152 

Laclede  Steel/steel  &  alloys 

l61/2 

l.Ole 

1.07 

15.4 

3.00 

4.00 

2.50 

3 

197 

Marcam/software  for  manufacturing  processes 

11% 

0.36 

0.36 

32.6 

1.01 

1.30 

0.70 

8 

181 

Mobile  Telecommunication  Tech/nationwide  paging  services 

22% 

0.28e 

0.26 

NM 

0.48 

0.66 

0.34 

7 

71 

Morgan  Products/building  materials 

7% 

0.25e 

-0.04 

NM 

0.66 

0.90 

0.42 

4 

164 

Noble  Affiliates/oil  &  gas  exploration  &  production 

26% 

0.59e 

0.49 

54.6 

1.19 

1.60 

0.75 

22 

102 

Noble  Drilling/contract  drilling  svcs  for  oil  &  gas  industry 

9% 

0.37e 

0.17 

53.7 

0.67 

0.80 

0.50 

10 

81 

Nuevo  Energy/oil  &  gas  exploration  &  production 

20% 

0.89e 

0.70 

29.8 

1.43 

1.96 

0.94 

8 

3 

61 

Optical  Coating  Lab/coatings  for  optical  products 

6% 

0.32e 

0.69 

9.6 

0.58 

0.70 

0.45 

81 

Pegasus  Gold/mining  of  gold  &  other  metals 

20% 

0.29e 

0.18 

NM 

0.60 

0.91 

0.30 

22 

107 

Peoples  Telephone/private  pay  telephones 

10% 

0.38e 

0.37 

29.1 

0.57 

0.67 

0.45 

6 

50 

siimate.    NA:  Not  available.    NM:  Not  meaningful.    Source:  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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ICAL  SPOTLIGHT 


quarter's  earnings  yet  to  be  reported. 
Estimates  for  the  December  quarter 
range  from  35  cents  a  share  down  to  7 
cents.  For  next  year  there  is  an  even 
wider  disparity:  a  high  of  $1 .87  and  a 
low  of  90  cents.  If  you  know  some- 
thing about  the  drugs  Chiron  is  re- 
searching— Aldesleukin  to  treat  kid- 
ney cancer,  or  Interferon  beta- lb  to 
treat  multiple  sclerosis — and  have  rea- 


son to  think  the  optimists  arc  right, 
buy  the  stock. 

Now  turn  the  situation  around. 
What  if  Wall  Street  is  highly  confident 
of  good  earnings  gains — but  wit  hout 
good  reason?  Go  back  a  year  ago.  The 
22  analysts  covering  Policy  Manage- 
ment Systems,  the  insurance  industry 
software  vendor,  w  ere  sure  they  had  a 
solid  blue  chip  on  their  hands.  The 


company  had  been  delivering 
plus  earnings  gains  for  years 
L993  would  be  no  different, 
consensus  forecast  was  for  S3 
share,  and  agreement  among  tb 
lysts  w  as  very  high. 

Wall  Street  pays  a  premiui 
predictability  pf  earnings  gr 
And  so  it  rewarded  Policy  Ma 
ment  with  a  high  multiple.  At 


Seeing  through  the  clouds 


Exch 

Company/business 

Recent 

1993 

Latest  12  months 

 1994  EPS  estimate  

price 

EPS 

r/L 

mean 

high 

low 

number 

0 

Phoenix  Reinsurance/liability  reinsurance 

26V4 

$2.15e 

$1.69 

15.5 

$3.36 

$4.75 

$2.50 

8 

0 

PictureTel/videoconferencing  equipment  &  sves 

20% 

0.60e 

0.55 

37.7 

0.90 

1.15 

0.70 

10 

0 

Pool  Energy  Svcs/oilfield  sves 

10% 

0  43e 

0.50 

20.8 

0.62 

0.80 

0.50 

7 

0 

Puritan  Bennett/respiratory  products  for  health  care  &  aircraft 

16 

0.44e 

0.58 

27.6 

1.26 

1.76 

0.94 

7 

0 

Qualcomm/digital  wireless  communication  products  &  systems 

54V4 

0.46 

0.46 

NM 

1.01 

1.40 

0.61 

11 

0 

Rally's  Hamburgers/hamburger  restaurants 

11 

0.33e 

0.60 

18.3 

0.60 

0.72 

0.43 

7 

n 

Seagull  Energy/natural  gas  exploration  &  production 

25 

0.77e 

0.66 

37.9 

1.16 

1.46 

0.95 

16 

0 

Sequent  Computer  Sys/systems  for  on-line  transaction  processing 

17 

0.50e 

0.49 

34.7 

0.98 

1.25 

0.70 

16 

0 

Silicon  Valley  Group/wafer-processing  equip  for  semiconductor  mfg 

10V4 

0.22 

0.22 

46.6 

0.56 

0.70 

0.28 

6 

n 

TCBY  Enterprises/yogurt  stores 

6y8 

0.27e 

0.25 

24.5 

0.43 

0.50 

0.35 

3 

n 

Texfi  Inds/manufactures  textiles 

4% 

0.36e 

0.72 

6.1 

0.65 

0  80 

0.50 

5 

0 

Tseng  Laboratories/semiconductors  for  video  cards 

11% 

0.59e 

0.66 

18.0 

0.90 

1.12 

0.70 

5 

0 

Tuboscope  Vetco  Intl/services  &  inspects  oil  &  gas  pipelines 

6% 

0.29e 

0.13 

52.9 

0.65 

0.80 

0.50 

8 

0 

United  Cos  Financial/insurance  &  consumer  lending 

37 

2.10e 

1.95 

18.0 

3.01 

4.00 

1.15 

5 

0 

United  Retail  Group/apparel  stores  for  large-size  women 

12V2 

0.36e 

0.47 

26.6 

0.70 

0.85 

0.44 

3 

e:  Estimate.    NA:  Not  available.    NM:  Not  meaningful. 


Source:  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 


What  happens  if  the  analysts  are  all  wet? 


Analysts  all  have  pretty  much  the  same  opinion  about  the  confidence,  are  built  into  high  stock  prices — which  means 
earnings  outlook  for  these  companies.  Their  optimism,  and    disappointments  will  be  particularly  painful  for  shareholc 


Exch 

Company/business 

Recent 

1993 

Latest  12  months 

 1994  EPS  estimate  

price 

EPS 

EPS 

P/E 

mean 

high 

low 

number 

0 

Abbey  Healthcare  Group/home  health  care  services 

24% 

$1.49e 

$1.75 

14.1 

$1.90 

$1.95 

$1.85 

5 

0 

Acxiom/data  processing;  computer  sves  for  direct  marketing 

20% 

0.78e 

0.64 

32.2 

100 

1.03 

0.98 

4 

0 

Agency  Rent-A-Car/rental  of  replacement  autos  to  insurance  policyholders 

10% 

0.77e 

0.68 

16.0 

0.98 

1.00 

0.95 

3 

0 

American  Colloid/absorbent  clay  products 

20% 

0.78e 

0.74 

28.0 

1.12 

1.15 

1.10 

3 

n 

American  Medical  Response/ambulance  sves 

24% 

0.83e 

0.76 

32.1 

1.04 

1.05 

1.03 

5 

0 

Applebee's  Intl/restaurants 

25V2 

0.64e 

0.58 

44.0 

085 

0.90 

0.80 

10 

n 

Applied  Power/manufactures  tools  &  industrial  equip 

15'/8 

1.01 

1.01 

15.0 

1.28 

1.35 

1.25 

5 

n 

Authentic  Fitness/designs  &  markets  fitness  apparel 

28% 

1.07 

1.13 

256 

1.41 

1.45 

1.38 

4 

a 

Ballard  Medical  Products/disposable  medical  products 

16% 

0.68 

0.68 

24.8 

0.86 

0.88 

0.85 

8 

0 

Banyan  Sys/computer  networking  software 

21% 

0.80e 

0.69 

31.7 

1.09 

1.15 

1.02 

13 

0 

Barefoot'lawn  care  sves 

34% 

1.37e 

1.21 

28.7 

1.72 

1.75 

1.65 

4 

0 

Braun's  Fashions/women's  clothing  stores 

9 

0.70e 

0.66 

13.6 

0.91 

0.94 

0.89 

6 

Brenco/'ailroad  equipment 

9% 

0.59e 

0.55 

17.7 

0.75 

0.75 

0.75 

3 

0 

Casino  America/riverboat  casinos 

19V* 

1.22e 

NA 

NA 

2.13 

2.15 

2.10 

3 

n 

Catalina  Marketing/marketing  &  promotional  services  to  retailers 

44% 

1.37e 

1.16 

38.6 

1.78 

1.80 

1.75 

5 

e:  Estimate.    NA:  Not  available.    NM:  Not  meaningful. 

Source:  Instituticrai  Bvkers  Estimate  System  via  OneSource  Information  Services. 
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is  trading  at  32  times  trailing 
ngs. 

me  smart  investors  smelled  trou- 
[t  turned  out  that  the  company 
have  been  overstating  its  sales 
net  income.  Now  it  looks  as 
gh  the  company  will  barely  earn 
3  this  year.  The  stock  has  col- 
d  to  25%. 

the  table  that  begins  on  page 


280,  we  show  58  stocks  with  big 
earnings  gains  expected  for  next  year 
by  a  crowd  of  analysts  with  a  great  deal 
of  self-assurance  that  they  know  the 
future.  Applebee's  International,  a 
restaurant  chain,  is  supposed  to  be  a 
sound  investment  at  44  times  trailing 
earnings  and  5  times  book  value,  be- 
cause everyone  knows  that  its  earn- 
ings will  spurt  33%,  to  85  cents  a  share 


in  1994.  Or  will  they? 

Many,  perhaps  even  most,  of  these 
growth  stocks  will  come  through  for 
the  bulls  next  year.  But  there  will  also 
be  some  catastrophic  disappoint- 
ments. Applebee's  International 
could  be  one  of  them. 

You  can't  make  money  running 
with  the  crowd.  Here's  your  chance 
to  bet  against  it.  VIM 


iat  happens  if  the  analysts  are  all  wet? 


i  Company/business 

Recent 

Latest  12  months 

 1994  EPS  estimate  

price 

CDC 

CDC 

D/C 

r/L 

mean 

high 

low 

number 

1993 

P p*rnor/mfnrmntinn  <;ur^  fnr  hpalth  rsrp  industry 

^Cl  1 ICI/ II1IUI  Ilia  HUH  oVlo  IUI  UCdILII  Ldlt  MIUUoLiy 

J4  /8 

in  qqp 

$0.92 

37.6 

$1 26 

$1.30 

$1.25 

0 
i 

27% 

Phpecpr al< p  Fartnru/f amilu  rP^taiiranH  hakprv  nrnHurR 
uiiccjci.af\c  rax tuiy/ laiiuiy  icMduidHis.  uanciy  uiuuuulj 

2gy2 

0  86e 

0.82 

34.8 

1.21 

1.25 

1  Oft 

1.20 

4 

41 

Phin^rtft/taY  nrpnaratinn  ^nfhwarp 

V*l              U  laA  UlCUalaMUII  oUlmdlc 

16% 

0.16 

0.46 

36.4 

0.50 

ft  Cft 

O.bO 

ft  An 

u.4y 

b 

213 

f*nnrnrri  FF^/plprtrnnir  anthnri7atinn  nf  rhprlcs 

20% 

0.92e 

0.90 

22.8 

1.24 

1.25 

1.20 

4 

35 

Copley  Pharmaceutical/generic  drugs 

41% 

l.Ole 

0.89 

46.3 

1.32 

1.35 

1.30 

3 

31 

Hentcnlu  Intl/manufarfurp^;  mpHiral  H  Hpntal  K-rau  pnninmpnt 

UCIIloUlj  1 1 1 11'  N  Id !  1 U  1  OV,  I  U 1  Co  IIICUILdl  Oi  UCIIlul  t\  IQj  Clj  U 1  (JIMCt!  1 

38 

1.76e 

1.12 

^2.1 

2.21 

L.il] 

0  1  c 
/Id 

c 
0 

26 

nioi  Intl/ilata  rnmrniinjratinrK  harrlwarp  ft  ^nftwarp 

Ulgl  Ulll/Udld  LUIMMI UIIILa UUIIo  MatUfialC  Cx  oUilWOIC 

19y4 

1.03 

1.03 

10  7 

18./ 

1.34 

1  07 
1.07 

i  on 
l.oO 

c 
3 

30 

Flrn  InHc/mptil  H  nlactir  f;Krpnpr^ 

L.ILU  IIIUi/HlCldl  u  UlaMIL-  laMCMCIo 

l81/4 

0.98 

1.10 

1D.0 

1.42 

1 

1.43 

1  An 

0 
j 

45 

Flprtrnnir  Art^/rnmnittpr  pamps 

34% 

0.87e 

0.74 

47.0 

1.13 

1.17 

1.10 

14 

30 

EMPI/electrctherapeutic  devices 

Wi 

1.07e 

0.95 

26.7 

1.36 

1.41 

1.30 

7 

27 

Fair  Icca^/rrpHit  rick  tnnl^  fnr  thp  fmannsl  ^prwirp^  tnHiKtrv 
rdli  IbbdwUcUll  Won  luuio  IUI  lllc  iiiiaiiUdi  ociviLco  iiiuuMiy 

21% 

0.86 

0.8b 

oc  1 

2b.l 

1.08 

1.10 

1  07 
1.0/ 

0 
3 

26 

Factorial /rot^ 1 1  factpnpr?  fL  rnn*:trnrtinn  mafpnaK 
rd Mcl Id  1/ 1 eld ! i  idMniicii  on  iuiimi  ULUUii  niaieiiaii 

28V2 

0.64e 

U  .30 

4S.1 

0.85 

U.00 

USD 

A 

33 

Firct  Rpnnhlir  Ranrnrn/hanl(ino 
rilol  rvcpuuiiv,  uaMLUip'Uaiiruiig 

15'/8 

1.37e 

1.5b 

0  7 

y./ 

1.79 

1.00 

1  7t 
l./D 

A 

31 

HRO  JL  Pn/infnrmatinn  <;u<;tprfK  fnr  hpalth  rarp  inriiKtru 
nDU  oc  \*\jt iiiiui nidliui i  oyjiciiio  iui  iicaim  Ldic  itiuuouy 

38 

1.14e 

1.11 

34.2 

1.50 

1.50 

1.50 

5 

32 

Idexx  Labs/supplies  &  services  for  detecting  disease  &  tood  impurities 

25% 

0.57e 

0.49 

52.0 

0.85 

0.87 

0.85 

4 

49 

1 UDD /Intern otmn 1 1  Unueo  nf  Panralfoc  roctaiinntc 

26V2 

1.34e 

170 

on  7 

1.68 

1  70. 
1./0 

1  KK 
1.00 

7 

25 

1 M  RQ/hiKinosc  infnrmafmn  Qnftwarp 

ImrlO/ UUolllCoo  III  IUI  IlldUUII  oUilWdlC 

241/8 

0.55 

n.  to 
U.DO 

4  i.O 

1.01 

1.01 

1  nn 
1.00 

J 

84 

Incur^nro  Antrt  Ai ir"*tir\nc/anrtinnppr  nf  wrprkprl  antnmnhilp^ 

lllbUldMCC  HUIU  HUvllUI  IO/ dULUUIlCCl  Ul  VYlCUriCU  dUlUIHUUMCo 

35% 

0.80e 

1.07 

1  in 

1.1U 

1.UJ 

34 

Intl  Imacrino  MatprialQ/makp*;  rnlnr  thprmai  transfpr  nhhnns 

Hill  lllldglllg  IVtolCI  lalo/  NlarVCo  UUIUI  UlCIMiai  LIGIIOICI  iiuuuhj 

I6V2 

0.77e 

NA 

NA 

1.01 

1.04 

0.98 

3 

31 

Jason/manufactures  auto  parts  &  other  industrial  products 

11% 

0.55e 

0.47 

25.0 

0.75 

0.76 

0.75 

3 

36 

Kemet/manufactures  capacitors 

15 

1.03e 

IK  1 
10.0 

1.43 

1 40 

3 

39 

1  itfplfiiQp/fiKp^  ft  ^witrhopar^ 

25 

0.75e 

ft  70 

u./y 

OI  C 

ol.b 

0.94 

o.yo 

n  Q9 

A 

25 

L  Luria  &  Sons/catalog  showroom  stores 

11 

0.97e 

0.72 

15.3 

1.24 

1.26 

1.20 

3 

28 

Medaphis/financial  sves  to  health  care  industry 

31 

0.80e 

074 

41.9 

1.15 

1.15 

1.15 

8 

44 

Nature  Food  Centres/retails  health  foods  &  personal  care  products 

11% 

0.49e 

0.53 

111 

0  63 

0.65 

0.60 

4 

29 

Orchard  Supply  Hardware/hardware  superstores  in  California 

17% 

0.91e 

10.0 

1.18 

1.10 

0 
0 

30 

Oxford  Health  Plans/health  benefit  plans 

39% 

0.88e 

1.56 

25.3 

1.26 

1.29 

1.23 

10 

43 

Pharmaceutical  Marketing/mgmt  sves  for  pharmaceutical  cos 

13% 

0.54 

0.55 

25.0 

0.76 

0.78 

0.72 

5 

41 

Pharmacy  Mgmt  Svcs/health  care  cost  containment  services 

Vh 

0.30 

0.33 

22.7 

0.40 

0.40 

0.39 

4 

33 

PhyCor/health  care  clinics 

29% 

0.65e 

0.65 

44.8 

0.89 

0.91 

0.86 

9 

37 

Preferred  Health  Care/treats  patients  with  emotional  or  drug  problems 

29% 

0.80e 

0.74 

39.7 

1.14 

1.15 

1.10 

5 

42 

Proffitt's/department  stores 

31% 

1.26e 

1.16 

27.2 

1.59 

1.65 

1.55 

7 

26 

Progress  Software/developer  &  end-user  software  services 

49% 

1.99e 

1.84 

27.0 

2.54 

2.63 

2.42 

14 

28 

Regis/hair  care  salons 

11 

0.50 

0.54 

20.4 

0.89 

0.90 

0  87 

3 

78 

Sofamor/Danek  Group/spinal  implant  devices 

30% 

1  18e 

1.06 

28.4 

1.58 

1.67 

1.53 

10 

34 

Software  Etc  Stores/software  stores 

22 

1.04e 

0.76 

28.9 

1.30 

1.30 

1.30 

4  ' 

25 

Sybron/manufactures  products  for  dental  laboratories 

29 

1.33 

1.33 

21.8 

1.87 

1.90 

1.82 

5 

41 

Tencor  Instruments/equip  for  inspecting  semiconds  &  flat  panel  displays   1 1% 

0.62e 

061 

19.5 

0.85 

0.86 

0.84 

3 

37 

Today's  Man/men's  clothing  stores 

15 

0.66e 

0.56 

26.8 

0.91 

0.95 

0.89 

6 

38 

Video  Lottery  Tech/video  terminals  &  software  for  lottery  systems 

17% 

0.83e 

0.86 

20.1 

1.12 

1.15 

1.10 

3 

35 

Viewlogic  Systems/engineering  software 

21% 

0.79e 

0.74 

29.4 

1.05 

1.10 

0.98 

8 
6 

33 

Whole  Foods  Markets/health  food  supermarkets 

38% 

1.09e 

1.04 

37.3 

1.48 

1.53 

1.45 

36 

Zoom  Telephonies/modems  and  fax/modems 

12% 

0.66e 

0.62 

20.2 

1.01 

1.05 

1.00 

4 

53 

;timate.    NA:  Not  available.    NM:  Not  meaningful.    Source:  Institutional  Brokers  Estimate  System  via  OneSource  Information  Services. 
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THE  1994  ASIA  PACIFIC  AND  U.s!  ENERGY  AND  POWER  CONFERENCE 

Maximizing  New  Energy  and  Power-Partnerships  Between  the  U.S.  and  Asia  Pacific  Markets 


February  1-2, 1994  •  The  National  Press  Club  •  Washington,  D.C 

An  important  conference  bringing  together  U.S.  and  Asian  Pacific  business,  financial  and  government  representatives 
to  discuss  how  the  U.S.  can  help  meet  the  high  demand  for  energy  and  power  in  the  Asia  Pacific  region. 

Attend  This  Unique  Forum  To: 

▲  Explore  the  region's  future  energy  mix 

▲  Learn  the  trade-offs  between  meeting  basic  infrastructure  requirements  and  demands  for  environmental  protection 
A  Understand  the  energy  industries'  linkage  to  U.S.  foreign  policy  objectives  in  the  region 

▲  Discover  the  alternative  opportunities  for  private-sector  investment  in  overseas  energy  projects 
A  Find  out  about  U.S.  efforts  to  remove  impediments  and  promote  trade  in  the  Asia  Pacific  region 

▲  Know  how  to  factor  risks  into  commercial  energy  transactions 


FEATURED  SPEAKERS  INCLUDE 

HE  Ida  Bagus  Sudjana,  Indonesian  Minister  of  Mines  &  Energy 
Caspar  W.  Weinberger,  Chairman,  Forbes 
Robert  E.  Driscoll,  Executive  Director,  U.S.-ASEAN  Council 
Oscar  Wyatt,  Chairman,  Coastal  Corporation 
Ruth  Harkin,  President,  Overseas  Private  Investment  Corporation 
Mohan  Munasinghe,  Ph.D.,  Chief,  Environmental  Policy  and  Research, 
The  World  Bank 

Lewis  P.  Reade,  Executive  Director,  US-Asia  Environmental  Partnership 
Jack  S.  Siegel,  Deputy  Assistant  Secretary,  Fossil  Energy, 

U.S.  Department  of  Energy 
Lawrason  D.  Thomas,  Vice  Chairman  and  Director,  Amoco  Corporation 
Delbert  Williamson,  President  and  Regional  Executive, 

GE  Industrial  &  Power  Systems 
Rebecca  P.  Mark,  Chairman  and  CEO,  Enron  Development  Corporation 

SPONSORED  AND  PRESENTED  BY 

The  Jefferson  Energy  Foundation 

U.S.-ASEAN  Council 

Business  Development  Associates,  Inc. 

Reid  &  Priest 

RCG/Hagler,  Bailly,  Inc. 


HONORARY  CHAIRS 

Henri-Claude  Bailly 
Robert  E.  Driscoll 
Hon.  Henrietta  Holsman  Fore 
Terry  A.  Newendorp 
Michael  J.  Zimmer,  Esq. 

CORPORATE  CO-SPONSORS 

ABB  Inc. 

Amoco  Corporation 
Chase  Manhattan  Bank 
The  Chevron  Companies 
Coastal  Corporation 
Enron  Development  Corporation 
Gas  Ventures,  Inc. 
Parsons  Brinckerhoff,  Inc. 
Siemens  Power  Corporation 
Taylor-Dejongh,  Inc. 


I  To  obtain  information  on  attending  the  conference,  call  1-800-394-9390  or  complete  the  form  below  and  mail  to: 


Name_ 

Title  

Company 
Address  _ 
City  


State 


I  Phone 


-Zip. 


Business  Development  Associates,  Inc. 
1200  G  Street,  N.W.  Suite  700 
Washington,  D.C.  20005 

Phone:  202-737-1212 
Fax:  202-628-3005 
Meeting  Code  402DOEO2G 


The  conference  will  also  serve  as  a  basis  for  a  special  advertising  supplement  on  this  important  topic  in  FORBES. 
For  more  information  about  advertising  in  the  supplement,  please  call 
Susan  D.  Toscani,  Director,  Special  Sections  Sales,  212-620-2269. 


MUNtT  &  INVESTMENTS 


re  are  some  nasty  traps  out  there 
jnwary  investors  at  this  stage 
le  continuing  bull  market. 

our  don'ts 
tid  some  dos 


ENNETH  L.  FISHER 


h  L.  Fisher  is  a  Woodside,  Calif.-based 
manager.  His  third  book  is 
'inds  that  Made  the  Market. 


T  SEPARATES  the  men  from  the 
in  investing,  the  big  winners 
the  also-rans?  After  doing  a  great 
of  thinking  and  research  on  the 
ct,  I  have  come  to  a  simple  con- 
>n.  What  distinguishes  highly 
ssml  investors  from  every  one 
s  what  the  smart  ones  don't  do  as 
1  as  what  they  do.  Really  sharp 
tors  don't  get  sucked  in  by  the 
du  jour.  By  avoiding  high-tech 
s,  Warren  Buffett  missed  Micro- 
Poor  Warren. 

is  bit  of  wisdom  is  good  to  keep 
nd  at  this  stage  of  a  bull  market 
started  way  back  in  1990  and 
)robably  run  until  late  1995  or 
.  Four  trendy  traps  to  avoid: 
emerging  markets"  (2)  "new" 
(3)  IPOs  and  (4)  faddish  eateries, 
dissect  these  traps,  one  by  one. 
e  emerging  markets  movement  is 
;sic  bubble  building.  You  don't 
to  be  there  as  it  bursts.  No  sector 
een  hotter,  longer.  Foreign  mar- 
are  heavily  herd-driven,  much 
so  than  domestic  equity  markets, 
the  herd  has  charged  long  and 
into  the  non-Japan  Pacific  Rim 
he  hot  Latin  American  markets. 


Americans  have  bought  about  5% 
of  the  dollar  value  of  these  countries 
cumulatively  each  year  for  years.  We 
are  now  illiquid  in  these  markets. 
When  the  bubble  bursts  there  will  be 
no  one  left  to  sell  to. 

On  a  smaller  scale,  REITs  evolved 
fast  from  an  unpopular,  cheap  way  to 
buy  real  estate  with  dividend  yield 
into  a  hot  fad.  The  real  estate  boys 
are  responding  with  an  ample  supply 
of  new  properties  that  will  soon 
quench  this  newly  hot  market.  Illi- 
quid real  estate  partnerships  are  rap- 
idly repackaged  as  REITs  and  sold  to  a 
naive  public.  The  trend  even  sports  a 
moniker:  '''securitization"  of  real  es- 
tate. It  also  sports  a  high  level  of 
gimmicky  accounting.  Avoid  them 
like  the  plague. 

A  similar  trap  is  to  be  found  in  faddy 
new  restaurants.  There  are  too  many 
to  list,  dozens  of  them,  and  most  of 
them  will  be  big  losers  by  1997. 
Checkers  (13,  o-t-c),  Starbucks  (23, 
o-t-c)  and  Outback  Steakhouse  (34, 
o-t-c)  are  examples.  If  you  hadn't 
heard  of  the  chain  three  years  ago  and 
its  p/e  and  price-to-book  and  sales  are 
high,  it's  very  likely  a  trap. 

This  same  perversion,  in  an  earlier 
incarnation,  saw  Sambo's  and  Den- 
ny's at  40  times  earnings  in  1972. 
Trendy  eateries  become  old  and  ev- 
eryday and  same-store-sales  drop,  and 
with  them  the  stock.  Much  of  the 
high  profitability  they  show  now  is, 
like  the  REITs,  accounting  gimmickry 
aimed  at  supporting  stock  offerings. 

As  bad  or  worse  is  the  whole  realm 
of  initial  public  offerings.  I  once  wrote 
that  IPO  should  mean  "It's  Probably 
Overpriced."  ipos  are  priced  to  pro- 
vide cheap  capital  to  the  investment 
banker's  clients — which  means  ex- 


pensive to  you.  We  are  close  to  the 
end  of  an  ipo  cycle.  Beware. 

Avoid  all  these  manufactured  secu- 
rities. As  John  Moody,  the  founder  of 
Moody's  Industrial  Manual  said  in 
1904,  "Old  and  tried  securities,  like 
old  friends,  are  likely  to  be  the  truest 
and  best."  Doing  so  should  enable 
you  to  enjoy  the  last  half  of  this  bull 
market.  Diversify  among  stocks  of 
good  firms  that  are  cheap  because  of 
some  bits  of  temporary  bad  news. 

Kaman  Corp.  (9,  o-t-c)  is  a  mini- 
conglomerate  whose  sales  and  profits 
haven't  grown.  I  recommended  it  on 
Sept.  28, 1992  and  the  stock  has  gone 
nowhere.  That  makes  it  no  less  attrac- 
tive. It  is  a  year  closer  to  20,  which  I'm 
convinced  it  will  hit  before  the  bull 
market  is  over.  It  has  a  4.5%  dividend 
yield  and  sells  at  25%  of  revenue,  90% 
of  book  value  and  1 0  times  earnings — 
with  a  strong  balance  sheet. 

Sales  are  up  for  Adia  Services  (23, 
o-t-c),  but  profits  are  below  1989 
levels.  The  stock?  Below  1987  levels. 
This  employment  agency  suffers  from 
sagging  gross  margins  tied  to  cut- 
throat competition.  But  growth  will 
maintain — ensured  by  Clintonitis,  as 
employers  avoid  the  growing  burden 
of  full-time  permanents.  Soon  mar- 
gins will  improve.  With  Adia  priced  at 
30%  of  its  $900  million  revenues,  and 
at  15  times  less  than  robust  earnings 
and  1.3  times  book  value,  it  is  too 
cheap.  Oh,  yes,  it  has  no  debt  and  lots 
of  cash  flow. 

Clotbestime(8,  o-t-c)  retails  fashion 
for  younger  women.  With  heavy  Cali- 
fornia exposure,  sales  comparisons 
have  been  poor.  The  market  values 
this  $400  million  (revenues)  firm  at 
$100  million.  That  is  12  times  earn- 
ings and  1 .8  times  book  value.  It,  too, 
has  no  debt.  The  stock  was  23  in  1986 
as  a  hot  little  growth  stock.  Now  that 
it's  a  good-size  firm,  at  value  dis- 
counts, expect  to  see  23  again.  If  it 
takes  until  1999  the  stock  would  still 
offer  a  19%  average  annual  return  on 
your  investment. 

Woloban  Lumber  (16,  o-t-c)  is  a 
$400  million  (revenues)  building  ma- 
terials retailer  that  sells  at  30%  of 
revenue,  a  p/e  of  12  and  1.2  times 
book  value.  It  is  priced  as  if  it  won't 
grow.  I  think  it  can  grow  at  twice  the 
real  rate  of  the  economy,  which 
should  be  more  than  enough  to  push 
the  stock  to  25  by  1996.  wm 
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Is  this  year's  hot  hand  in  the  market  your  best  bet 
in  mutual  funds  for  next  year?  A  new  study 

says  "yes."  We  still  say  "no." 

The  stinker 
syndrome 


BY  MARK  HULBERT 


Mark  Hulbert  is  editor  of  the  Alexandria.  Va.- 
based  Hulbert  Financial  Digest,  which  monitors 
the  performance  of  investment  advisory  letters. 
His  newest  book  is  The  Hulbert  Guide  to  Financial 
Newsletters  {Dearborn  Financial  Publishing). 

I'VE  just  read  a  new  study  by  three 
Harvard  professors  that  is  dow  nright 
dangerous.  It  concludes  that  there's 
an  easy  way  to  do  well  investing  in 
mutual  funds:  Even'  year,  just  buy  last 
year's  top  performers.  Go  for  the  hot 
hand,  they  say. 

Who  are  these  geniuses  whose  ad- 
vice runs  counter  to  everything 
Forbes  has  been  preaching  for  de- 
cades? Their  study  appeared  earlier 
this  year  in  the  Journal  of  Finance. 
Authors  are  three  professors  from 
Harvard's  Kennedy  School  of  Gov- 
ernment: Darryll  Hendricks,  Jayendu 
Patel  and  Richard  Zeckhauser. 

They  focused  on  buying  those 
funds  with  the  best  recent  perfor- 
mance and  shunning  those  with  the 
worst.  What  did  they  mean  by  "re- 
cent"? They  studied  several  different 
periods  of  time — ranging  from  90 
days  to  two  years — and  decided  the 
one-year  hor  hand  approach  to  be  the 
most  profitable. 

It's  so  easy.  Just  keep  rotating  your 
money  among  funds  that  w  ere  hot  last 
year.  Or  so  the  professors  preached. 


Hold  it,  Harvards.  There  is  a  signif- 
icant flaw  in  the  study.  It  didn't  take 
Professors  Stephen  Brow  n  of  NYU's 
Business  School  and  William  Goetz- 
mann  of  Columbia's  Business  School 
very  long  to  point  it  out.  The  Harvard 
professors  failed  to  fully  correct  for  a 
group  of  persistently  poor  performers 
that  we  might  call  the  stinkers.  The 
classics  of  the  genre  are  the  appalling 
Steadman  funds,  which  have  been 
near  the  bottom  of  the  performance 
charts  for  years  running. 

What  this  flaw  did  was  give  the  hot 
banders  an  easy  target  to  beat.  Since 
any  average  is  dragged  down  by  its 
consistent  losers,  it  follows  that  any 
reasonably  good  fund  will  beat  the 
average.  What  this  means:  If  you  buy 
last  year's  best  funds  you  can  be  fairly 
confident  that  none  of  the  stinkers  are 
in  your  portfolio.  Over  time,  then,  it's 
no  surprise  your  portfolio  beats  the 
fund  averages. 

Brown  and  Goetzmann  replicated 
the  Harvard  study  using  a  more  com- 
prehensive database,  but  removed  the 
stinkers.  Lo  and  behold,  the  hot  hand 
approach  no  longer  worked.  Worse 
yet,  the  funds  picked  by  this  approach 
were  of  above-average  risk. 

All  the  Harvard  study  really 
showed,  then,  was  that  buying  the  hot 
hands  would  keep  you  ahead  of  the 
fund  average — which  is  not  the  same 
by  any  means  as  beating  the  market. 

So,  the  Harvard  professors  really 
haven't  discovered  anything  useful 
about  fund  selection  except  to  stay 
away  from  stinkers.  Nice  to  know,  if 
you  are  unlucky  enough  to  be  ow  ning 
one  of  those  funds.  Otherwise,  the 
only  way  to  beat  the  market  w  ith  this 
information  would  be  ifyou  could  sell 


short  these  cellar  dwellers — 
you  can't. 

To  my  surprise  and  regret, 
investment  letters  were  quick  r 
brace  the  Harvard  study's  false  £ 
For  example,  the  Institute  for  E 
metric  Research's  Mutual  Fum 
caster  declared  that  the  Harvard 
vindicated  its  approach:  "The 
is  ...  a  definitive  academic  \  alii 
of  the  underlying  concept  Ion 
lized  by  [our  service]." 

Relevant  question:  Has  the  A 
Fund  Forecaster  beaten  the  m 
Not  that  I  can  see.  Since  1986, 
my  Hulbert  Financial  Digest  s 
tracking  the  service,  it  has  done 
10%  less  well  in  exploiting  risl 
the  stock  market  itself. 

If  performance  over  one  yea 
enough,  w  hat  is?  From  my  long 
of  investment  letter  performs 
conclude  that  the  answ  er  is  at  le; 
or  six  years.  If  a  letter  can  be 
market  over  six  years,  particular 
risk-adjusted  basis,  then  it  st£ 
significantly  better  chance  of  b 
the  market  in  the  future.  Som< 
like  this  is  probably  true  of  n 
funds  as  well. 

There's  nothing  magical  abc 
years,  but  that  measurement  j 
stands  a  good  chance  of  incorpo 
different  market  environments, 
you  weed  out  the  money  m< 
w  ho  looks  brilliant  only  becam 
in  gold  and  gold  happened  to  h 
or  because  he's  buying  foreign 
and  the  dollar  was  w  eak  last  ye: 

For  my  money,  therefore,  I 
on  those  advisers — or  mutual  fu 
with  the  best  long-term  risk-ad 
performance  rather  than  on 
w  ho  did  the  best  over  the  h 
months.  Among  those  sen  ices 
tracked  over  the  1 3  years  I  hav< 
monitoring  letter  performanci 
four  are  ahead  of  the  market  c 
basis:  the  Value  Line  Investment 
vey,  Dan  Sullivan's  Chartist,  I 
Zweig's  Zweijj  Forecast  and  C 
Allmon's  Growth  Stock  Outlook 

These  people  are  time-tested 
may  not  be  the  best  performers 
one  year,  but  they  are  a  better  1 
future  performance  than  some 
that  came  out  of  nowhere  to  b 
first  place  this  year.  The  same  is  t 
mutual  funds:  Look  for  Ions 
performance  in  a  variety  of  dit 
markets. 
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YOU  CAN'T  RELAX  HERE,  YOU  CAN'T  RELAX 


acation  in  your  own  private  paradise.  As  tropical, 
juaint,  as  secluded  as  any  undiscovered  island. 
Gala,  a  Forbes  Magazine  South  Pacific  Property  - 
perfect  island  resort. 

ljoy  our  spectacular  sun-drenched  beaches  in  all 
r  secluded  beauty.  This  pristine  paradise  offers  the 

world's  finest 
scuba  diving  and 
snorkeling.  Fish. 
Windsurf.  Sail. 
Play  tennis. 
Water-ski.  Relax 
by  the  pool. 
Do  it  all.  Or  do 
nothing  at  all. 
There  are  no 
schedules,  none 
of  life's  pressures. 

Laucala  is  for 
pie  who  want  the  ultimate  vacation  experience  - 
finest  amenities  without  the  formalities.  Go  deep 
fishing  on  board  the  island's  private  fishing  boat.  If 
wish,  our  master  chef  will  prepare  your  catch  for 
r  dining  pleasure.  Dive  in  azure  waters,  world 
>wned  for  the  beauty  and  abundance  of  their 
>ical  fish  and  the  marvel  of  their  coral  reefs. 


IcU.  11 

i  for  A 


All  this  for  just 
$2,100  pp  for  8  days 
and  7  nights  (plus 
Fiji  tax).  And  that 
includes  everything. 
ALL  meals,  ALL  drinks, 
UNLIMITFD  use  of  ALL 
recreational  facilities, 
whenever  and  as  often 
as  you  wish  at  NO 

EXTRA  COST.  '     *    '"-  ""■  ' 

Though  it's  far  from  the  stresses  of  everyday  life, 
Laucala  is  easily  accessible.  Our  island  has  its  own 
private  runway  and  daily  scheduled  commercial  flight. 

Find  out  more  about  this 
paradise  in  the  Fijis  and  our 
Special  Island  Exclusive. 
Laucala,  owned  and  operated 
by  Forbes  Magazine.  For 
more  information  write  to: 
Errol  Ryland,  Manager,  6LC2 
Box  149,  Fort  Garland,  CO 
81133,  or  call  1  800-FORBES-5. 
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MONEY  &  INVESTMENTS 


In  the  stock  market,  you  can  write  a  dissertation 
on  most  seasonal  tendencies,  but  you  can't 
make  money  on  them.  Here's  one  that's  different. 

The  window 
dressing  anomaly 


BY  LAS2L0  BIRINYI  JR. 


Ml 

Laszlo  Birinyi  Jr.  is  president  of 

Birinyi  Associates,  a  Greenwich,  Conn. -based 

financial  consulting  firm. 


This  time  of  the  year  commentators 
and  analysts  stop  focusing  on  the 
direction  or  outlook  for  the  market 
and  discuss  seasonal  tendencies.  They 
note  tax-selling  strategies,  inefficien- 
cies— especially  in  small  stocks — and 
other  alleged  characteristics  of  the 
market  that  you  can  use  to  your  finan- 
cial advantage. 

If  reading  such  stuff  amuses  you,  go 
ahead  and  amuse  yourself.  But  don't 
expect  to  make  any  money  that  way. 

For  example,  we  are  all  aware  that 
statisticians  and  analysts  have  found, 
that  small  stocks  tend  to  go  down  in 
December  and  rebound  in  January. 
But  this  analysis  is  usually  done  on  a 
large  universe  of  small  stocks,  often 
numbering  hundreds  if  not  thousands 
of  issues.  Unless  you  are  a  member  of 
The  Forbes  Four  Hundred,  it's  not 
likely  that  you  can  buy  even  a  fraction 
of  the  names.  In  addition,  spreads  in 
the  unlisted  market  come  into  play,  as 
was  pointed  out  in  the  Aug.  16 
Forbes  cover  story. 

Figure  it  out:  A  2%  gain  in  a  month 
works  out  to  24%  annually.  Pretty 
nice.  But  the  January  Effect  doesn't 
say  small  stocks  will  go  up  every 
month.  It  says  only  that  they  will  go 


up  in  January.  And  that  2%  gain 
probably  wouldn't  cover  your  spread 
and  commissions. 

Fact  is  that  most  seasonal  tenden- 
cies are  only  "statistically  signifi- 
cant"— meaning  you  can  write  a  dis- 
sertation on  the  subject,  but  don't  try 
to  make  money  on  it.  The  average 
market  change  on  Dec.  31,  for  exam- 
ple, is  plus  0.29%.  This  means  that  if 
you  buy  GM  at  49,  it  should  go  up  one- 
eighth  of  a  point  if  it  is  in  line  with  the 
market.  Plus  one-eighth  would  be  a 
gain  of  0.2 5%.  For  the  greater  number 
of  investors  that  wouldn't  begin  to 
cover  commissions. 

So  of  the  January  Effect  and  all 
those  other  seasonal  effects,  I  say,  as 
Dr.  Johnson  once  said  about  some 
books:  They  are  not  to  be  seriously 
digested. 

There  is,  however,  one  ineffi- 
ciency in  the  market  that  individual 
investors  can  put  to  good  use  not 
just  at  year-end  but  throughout  the 
12  months: 

Look  for  situations  where  short- 
term  considerations  are  overwhelm- 
ing the  long-term  ones.  Wall  Street 
has  a  tendency  to  extrapolate  short- 
term  trends  into  longer  ones.  So  if  a 
quarter's  earnings  are  a  bit  short,  ana- 
lysts assume  that  this  is  now  a  trend 
and  dump  the  stock.  That's  often  a 
good  time  to  buy  it.  So,  too,  with  a 
bulge  in  the  price  based  on  some 
good  news:  It's  often  a  chance  for  the 
smart  investor  to  get  out. 

As  an  example  of  this,  last  month 
the  Republicans  won  several  impor- 
tant elections,  and  the  drug  stocks 
rallied  because  the  election  results 
indicated  that  the  Administration 
would  not  be  able  to  get  its  health 
care  plan  passed.  Maybe  it  will,  may- 
be it  won't,  but  buying  in  reaction  to 


news  like  that  is  usually  dang 
and  is  always  expensive.  Recal 
moment  this  summer's  gold 
and  the  move  in  Ncwmont  Mi 
That  stock  approached  60  as  wc 
told  that  the  demand  for  the  m< 
primarily  from  the  Far  East — t 
ceeded  the  supply  and  that  thi 
only  the  beginning.  That  wouk 
been  a  good  time  to  sell.  Newm 
rallying  again,  but  traders 
bought  in  the  mid-50s  were 
looking  at  a  45  stock. 

This  is  the  fate  of  most  specul, 
based  on  a  news  event. 

Which  brings  me  to  a  season;: 
dency  from  which  the  individu 
vestor  can  profit.  Institutions,  i 
most  of  you,  close  their  books 
end  of  the  year  and  tally  up  their 
and  losses  so  they  can  prepare 
report  cards.  If  a  stock  has  bee 
subject  of  bad  news  and  has 
poorly,  they  may  throw  it  out,  e 
it  is  now  a  cheap  stock;  they 
want  prospective  investors  to 
they  pick  losers. 

I  expect  the  end  of  the  year  w 
some  pressure  on  poor  perfo 
from  this  kind  of  window  dressir 
think  about  buying  stocks  like: 

Dow  Chemical  ( 58 ),  which  w 
nihilated  for  being  1  cent  short 
third-quarter  reporting.  While 
company  has  clouds  hanging  c 
(lawsuits  against  Dow  Corninj 
example),  I  see  accumulation  i 
stock,  and  a  4.5%  yield  pays  y 
hold  it. 

Digital  Equipment  (37)  is  an 
of  this  ilk.  IBM  has  been  the  focal 
of  the  media,  but  retail  investo 
buying  dec,  and  while  this  is 
stock  for  the  casual  investor,  a  r 
recovery  should  benefit  the  stoc 

Finally,  banks  that  did  have  a 
year  but  a  rough  November  si 
be  represented  in  your  holdin 
few  bad  days  in  the  bond  mark< 
month  scared  a  lot  of  investor; 
thinking  inflation  was  coming 
with  dire  implications  for  b 
.They  forgot  that  an  economic  r 
ery  is  under  way  and  that  banks 
ally  fund  recoveries,  during  v 
their  loans  tend  to  be  repaid 
consumer  borrowing  increases 
favorite,  as  my  readers  know,  is 
Farjjo  (118),  which  also  benefil 
cause  several  savvy  investors 
large  positions. 
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h  is  a  school  of  thought  among  investment 
ji^ssionals  that  says  the  only  time  you  discuss 
bition  is  to  create  the  other  side  of  the  trade. 

That's  in 
for  them? 


EDERICK  E.  ROWE  JR. 


Ik  E.  (Shad)  Rowe  Jr.  is  the  general 
If  Dallas'  Greenbrier  Partners, 
■fund. 


UESTION  readers  most  often  ask 
lere  do  you  get  your  investment 
'  The  perhaps  disappointing 
r  is  that  I  get  them  from  all  the 
sources — stockbrokers,  things  I 
other  portfolio  managers,  com- 

I  talk  with,  etc.  There  is  no 
: — only  this:  There  is  a  high, 
»ve  correlation  between  the  ef- 
expend  and  results  produced, 
ally,  we  should  all  do  our  own 
(and  our  own  thinking,  a  la  Peter 
fc.  For  most  of  us  that  is  impracti- 
yc  depend  on  other  people  for 
jment  advice.  Almost  by  defini- 
|we  are  frequently  disappointed, 
^ing  to  avoid  such  disappoint- 
,  I  have  found  it  helpful  to  ask 
f,  "What's  in  it  for  the  other 
f  This  is  just  another  way  of 
I  that  a  good  deal  of  investment 
:  is  handed  out  by  self-interested 
s.  So  a  health)'  dose  of  skepticism 
irder.  Here  are  a  few  thoughts. 

effective  money  manager  I 
expresses  his  stockbroker  man- 
ent  technique  as  follows:  "I 
brokers  to  call  me  first  with  their 
ideas.  I  will  usually  give  them  an 
:r  when  they  call.  Yes  or  no.  I  will 
i  partial  position  and  buy  or  sell 


more  later  based  upon  my  level  of 
conviction.  I  am  grateful  to  have  in- 
teresting ideas  to  work  on.  But  once  I 
have  acted  on  their  ideas,  I  absolve 
them  of  any  future  responsibility  or 
blame.  I  do  my  own  work  and  my  own 
checking.  The  good  ones  keep  calling 
back,  and  the  bad  ones  I  don't  talk  to 
anymore."  That  is  a  technique  worth 
emulating.  It  takes  the  other  fellow's 
opinion  only  as  a  starting  point. 

One  of  the  oldest  dictums  on  Wall 
Street  is  that  the  people  who  know 
don't  talk  and  the  people  who  talk 
don't  know.  True.  But  there  are  ex- 
ceptions and  variations. 

I  do  pay  careful  attention  to  insid- 
er-trading reports.  The  Securities  & 
Exchange  Commission  requires  offi- 
cers and  directors  to  report  their 
trades  in  their  companies'  stocks.  In 
effect,  when  an  insider  reports  a  trade, 
someone  who  probably  knows  is  talk- 
ing. When  insiders  are  unloading,  it 
generally  does  not  pay  to  buy.  If  you 
are  considering  buying  a  stock,  ask 
your  broker  for  a  summary  of  insider- 
trading  activity  in  that  stock.  It  is 
available  through  most  quotation  ser- 
vices. There  are  no  hard  and  fast  rules 
for  evaluating  insider- trading  pat- 
terns. Maybe,  just  maybe,  that  senior 
vice  president  unloaded  because  he 
had  his  daughter's  tuition  bill  to 
meet.  Still,  his  sale  does  raise  ques- 
tions. It  is  an  area  w  here  a  little  com- 
mon sense  goes  a  long  way. 

For  example,  if  an  insider  indepen- 
dently buys  stock  and  spends  an 
amount  of  money  that  you  recognize 
as  significant  relative  to  his  net  worth, 
that  tells  you  something  important. 

Newspapers,  magazines  and  TV  are 
filled  with  investment  ideas — some 
good,  some  bad.  I  once  asked  legend 
ary  hedge  fund  manager  Bob  Wilson 


why  he  constantly  aired  his  frequently 
good  investment  ideas  in  the  press. 

"Two  reasons,"  he  replied.  "Ego 
and  vanity."  He  has  a  point:  A  lot  of 
smart  money  managers  aren't  content 
with  getting  rich;  they  want  to  get 
famous,  too.  Thus,  they  offer  up  for 
free  pretty  good  investment  advice.  It 
pays  to  figure  out  who  these  people 
are  and  listen  to  w  hat  they  say.  While 
he  never  touts  specific  stocks,  Warren 
Buffett  obviously  stands  at  the  head  of 
this  pack  with  his  comments  on  the 
economy  and  on  what  makes  good 
management  good.  Other  vocal  sages 
whom  I  take  seriously  are  Jim  Chanos 
on  the  short  side  and  John  Templeton 
on  big-picture  themes. 

A  cynical  reader  might  ask,  since 
I'm  giving  advice:  What  about  Shad 
Rowe?  What  motivates  me?  It  hurts  to 
admit  it,  but  I  suspect  my  reasons 
parallel  those  of  Bob  Wilson. 

The  more  cynical  way  of  looking  at 
people  who  freely  dispense  advice 
through  the  press  and  the  tube:  They 
may  be  trying  to  create  the  other  side 
of  the  trade.  Invariably,  when  one  of 
these  professionals  is  shown  on  a  talk- 
ing heads  show  pounding  on  the  table 
that  xyz  is  a  great  buy,  the  reality  is 
that  he  or  she  is  selling.  I  try  to  keep  a 
mental  record  of  who  are  the  good 
guys  and  who  are  the  bad  guys. 

A  slightly  less  cynical  crowd  of  free- 
advice  givers  falls  under  the  categoiy  of 
"get  long  and  get  loud."  These  people 
understand  that  true  value  will  reflect 
itself  in  the  stock  market,  and  that  over 
time  and  on  average  stocks  will  sell  for 
about  what  they  are  worth.  But  by 
getting  long  and  getting  loud,  inves- 
tors hope  to  accelerate  the  process. 

Given  the  great  variety  of  what 
motivates  stock-touters,  it  makes 
sense  that  successful  investors  gener- 
ally should  do  their  own  thinking. 
This  often  means  giving  up  the  com- 
fort derived  from  the  company  of  like 
opinions,  but  being  lonely  is  better 
than  going  broke  through  following 
bad  or  self-interested  tips.  There  is  no 
magic  wcllspring  of  good  investment 
ideas.  Work  hard  and  do  your  own 
thinking.  Carefully  consider  all  in- 
vestment sources.  Ask  yourself,  why 
has  this  investment  source  presented 
me  with  this  marvelous  investment 
opportunity?  What  motivates  the 
source?  Figure  that  out  and  align 
yourself  accordingly.  V 
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Thinking  of  buying  an  apartment  building? 
Here  are  some  good  reasons  not  to. 

Maying  the 
housing  market 


BY  STEPHEN  E.  ROULAC 


Stephen  E.  Roulac  leads  a  real  estate 

and  economic  consulting  firm  based  in 

San  Francisco.  His  forthcoming  book,  Reeling 

Realty,  chronicles  the  1980s  real  estate  debacle. 


Lenders  are  again  making  apart- 
ment loans,  major  investors  are 
scrambling  for  apartment  deals  and 
some  new  apartment  construction  is 
under  way. 

Is  now  the  time  to  buy  or  build  an 
apartment  building?  You  will  find 
plenty  of  people  saying  yes.  The  basic 
argument:  that  in  an  environment  of 
low  inflation  and  economic  uncer- 
tainty, renting  may  be  more  attractive 
than  owning.  But  be  careful.  Here  is 
what  worries  me: 

First  of  all,  it  is  becoming  easier  for 
young  people  to  buy  homes,  which 
means  fewer  renters.  Over  the  last 
decade  the  cost  of  capital — mort- 
gages— for  residential  property  has 
dropped  precipitously,  as  have  house 
prices  in  many  markets.  Even  after  the 
recent  upturn  in  rates,  30-year  fixed- 
rate  residential  mortgages  are  still  be- 
ing closed  at  just  over  7%,  with  no 
points.  In  real  terms  the  aftertax,  af- 
ter-inflation cost  of  capital  for  new 
buyers  and  previous  owners  of  resi- 
dential real  estate  is  the  lowest  it  has 
been  in  decades.  With  housing  much 
more  affordable,  a  generation  of 
young  Amencan  families  that 
thought  housing  ownership  was  out 


of  their  reach  now  are  able  to  buy  a 
home  of  their  own. 

It  used  to  be  that  you  got  a  lot  less 
for  your  mortgage  payment  than  if 
you  rented.  The  apartment  that  you 
could  rent  for  $800  a  month  might 
require  a  $2,000  monthly  mortgage 
payment  if  you  owned  it  as  a  condo- 
minium. For  housing  consumers, 
renting  made  sense.  For  housing  in- 
vestors, owning  rental  units  was  ap- 
pealing, even  after  many  of  the  tax 
advantages  were  eliminated  in  1986. 

But  now  the  pretax  cost  of  owning 
a  home  in  many  parts  of  the  country  is 
around  $700  a  month.  With  tax  sav- 
ings from  interest  and  property  tax 
deductions,  your  housing  costs  after- 
tax for  owning  come  to  approximate- 
ly $500  a  month,  compared  with 
$800  or  so  if  you  rent.  And  as  interest 
rates  have  come  down,  so  has  the 
opportunity  cost  of  the  down  pay- 
ment on  a  home.  With  T  bills  at  7%  a 
couple  of  years  ago,  the  opportunity 
cost  of  a  $50,000  down  payment  was 
around  $300  a  month.  Today  it's  less 
than  half  as  much. 

8ignificantly,  apartment  rents  have 
not  declined  by  very  much.  Like 
homeowners,  landlords  have  refi- 
nanced their  apartment  buildings. 
But  rather  than  pass  the  lower  costs 
on  to  their  tenants  in  the  form  of 
lower  rents,  the  landlords  have  kept 
the  savings  for  themselves.  This  has 
increased  the  real  returns  for  those 
who  own  housing,  at  the  expense  of 
those  who  rent  housing. 

But  how  long  will  this  continue? 
Markets  adjust. 

There  are  signs  that  this  adjustment 
has  ahead)'  begun.  Housing  starts 
have  been  strong  recently.  And  sales 
of  existing  homes  climbed  10%  over 
year-ago  levels  in  October.  At  an 
annualized  rate  of  over  4  million, 


existing  home  sales  were  the  strc 
they  have  been  in  14  years.  Ac 
ing  to  a  report  in  the  Wall 
Journal,  the  surge  was  led  by 
time  buyers,  the  kind  of  peoph 
typically  rent. 

At  the  same  time,  the  high  rc 
on  apartments  have  attracted  c 
that  is  beginning  to  flow  into 
struction  of  new  apartment 
Taken  together,  these  forces  pr 
to  both  reduce  the  demand  fc 
increase  the  supply  of  apartn 
causing  vacancies  to  increase,  re 
decline  and  cash  flow  to  drop. 

Note,  too,  that  many  prop 
that  are  operating  as  rental  uni 
day  in  fact  are  failed  condomin 
So  it  is  probable  that  there  wil 
resurgence  of  converting  such 
ing  from  the  rental  ledger  ba 
ownership,  as  well  as  the  convi 
of  existing  rental  properties  intc 
dominiums  and  other  forms  of 
household  ownership. 

There's  good  news  and  bad  m 
that  for  apartment  building  o\ 
The  good:  Converting  a  cond( 
from  rental  to  owned  reduce 
supply  of  apartments.  The  bad: 
of  such  units  pour  onto  the  mat 
low  prices,  they  will  attract  a 
many  people  who  currently  ren 

Rather  than  rush  into  rental 
ing,  here  are  my  suggestions  for 
ing  the  current  residential  mark 

■  Buy  stocks  of  strong  resid 
builders. 

■  Carefully  monitor  apartment 
folios — these  are  not  put-in-the 
and-forget  investments. 

■  If  you  rent,  consider  buying,  < 
may  be  able  to  meaningfully  im 
your  real  housing  costs. 

■  Ifyou  own  apartments,  start  a 
ering  converting  them  into  c< 
minium  units. 
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iitedly  waking  up  to  the  fact  that  electric  utilities  are  no 
ler  protected  monopolies,  Wail  Street  has  punished 
r  bonds.  Result:  some  bargains  for  the  discerning. 

Competitive 
onds 


feberman  is  a  columnist  for 

I  magazine. 

rch:  James  M.  Clash 


Jgood  old  days,  when  electric 
[gas  producers  were  stable  mo- 
llies and  their  bonds  were  safe 
tments,  are  now  gone.  But  don't 
for  the  past.  Take  advantage  of 
present.  In  the  topsy-turvy  world 
pmpetitive  utilities,  some  bonds 
iversold.  You  can  pick  up  a  half  a 
pnt  or  so  of  yield  by  knowing 
h  utilities  are  going  to  withstand 
igors  of  competition. 
)  get  an  idea  of  how  much  the 
d  has  changed,  consider  Cleve- 
Electric  Illuminating  Co.,  a  $1.7 
>n  utility  that  once  had  a  protect- 
:rritory  and  an  Aaa  rating  from 
dy's  Investors  Service.  But  re- 
y  a  competing  municipal  utility, 
eland  Public  Power,  has  spirited 

some  of  Cleveland  Electric's 
:  desirable  commercial  and  indus- 
customers.  It  may  not  be  fair — 
nuni  utility  has  access  to  cheap, 
xempt  bond  financing  from 
h  stockholder-owned  utilities  are 
>st  entirely  excluded — but  it's 
ening  and  Cleveland  Electric  is 
g  to  have  to  live  with  this  situa- 

Its  interest  coverage  (income 
re  interest  and  taxes,  divided  by 
est  charges)  has  fallen  from  2 
>  in  1991  to  1 .7  times  as  of  mid- 


1993.  Its  bond  rating  has  fallen  to 
BBB-,  sending  the  yield  on  its  7%s  of 
2003  to  a  tempting  235  basis  points 
over  Treasurys.  Resist  the  temptation. 
These  bonds  could  easily  get  down- 
graded to  junk  quality. 

Public  Service  Co.  of  New  Mexico 
is  another  producer  I  would  avoid, 
despite  extremely  attractive  yields. 
This  firm  could  conceivably  lose  half 
its  electric  load. 

How  did  this  happen?  A  little  more 
than  a  year  ago  the  National  Energy- 
Policy  Act  mandated  wholesale  trans- 
mission access,  and  thereby  intro- 
duced in  many  places  a  threat  of  cut- 
throat competition  that  was  remote 
or  nonexistent  before.  (For  another 
look  at  how  competition  is  threaten- 
ing power  companies,  see  the  story  on 
Consolidated  Edison  on  page  47.) 

A  lot  of  Wall  Street  was  asleep  when 
Congress  enacted  this  momentous 
change,  despite  warnings  from  some 
astute  analysts,  including  Daniel 
Scotto  of  Donaldson,  Lufkin  &  Jen- 
rette  and  Eunice  Reich  -Berman  at 
J. P.  Morgan  Securities  Inc. 

It  wasn't  until  Standard  &  Poor's 
announced,  about  two  months  ago, 
that  it  was  changing  its  rating  criteria 
to  take  the  new  energy  policy  into 
account  that  the  fixed  income  market 
really  began  to  notice.  That  sentiment 
was  echoed  by  Moody's.  Result:  a 
selling  wave  among  bonds  of  lower- 
rated  utilities.  According  to  Bloom- 
berg Financial  Markets,  a  typical  ten- 
year  low  triple-B  that  in  the  summer 
traded  to  yield  6.7%,  or  90  basis 
points  over  like-maturity  U.S.  Trea- 
surys, has  widened  its  spread  to  more 
than  120  basis  points. 

Time  for  smart  bond  investors  to 
make  some  distinctions  between  the 
competitive  utilities  that  are  oversold 


and  the  genuinely  jeopardized  utili- 
ties whose  bonds  have  only  begun  a 
long  downward  slide. 

Be  careful — and  get  good  advice. 
Scotto  of  Donaldson,  Lufkin  says: 
"Buy  only  plain-vanilla,  coal-based 
utilities,  avoiding  any  dependent  on 
nuclear  power."  And,  if  you  share  my 
concern  that  interest  rates  will  be 
creeping  up  over  the  next  year  or  two, 
keep  your  maturities  fairly  short. 

Scotto  likes  Consumers  Power  Co. 
7V2S  of  2002,  rated  BBB,  trading  at 
101  Va  to  yield  7.3%.  That  puts  the 
bond  at  155  basis  points  over  nine- 
year  Treasurys.  This  Michigan  utility 
is  well  protected  against  competition 
because  of  its  low  operating  costs. 
Don't  be  put  off  by  the  steep  debt/ 
equity  ratio  of  parent  cms  Energy 
Corp.,  which  reflects  some  noncash 
writeoffs  in  the  past.  Also  note  that 
cms  Energy  is  showing  sharp  earnings 
gains  this  year  and  recently  strength- 
ened its  balance  sheet  with  an  equity 
offering.  Scotto  thinks  the  Consum- 
ers Power  bond  ought  to  trade  more 
like  an  A-. 

Scotto  also  views  the  BBB+  Cincin- 
nati Gas  &  Electric  Co.  7lAs  of  2002 
as  underrated.  They're  priced  at 
lOSVs  to  yield  6.5%. 

Commonwealth  Edison  Co.,  the 
Chicago  power  company,  has  taken 
more  than  its  share  of  rough  treat- 
ment from  rate  regulators  over  the 
past  decade.  But  J. P.  Morgan's 
Reich-Berman  says  Com  Ed  has  final- 
ly turned  the  corner  on  this  score.  It 
wants  to  attract  new  traffic — and 
bring  manufacturing  jobs  to  its  ser- 
vice area — with  discounted  industrial 
development  rates.  And  it  is  trying  to 
lock  up  some  big  customers.  Exam- 
ple: a  ten-year  contract  for  interrupt- 
ible  power  to  an  unidentified  heavy 
user,  possibly  a  steel  mill. 

Keep  an  eye  on  the  Com  Ed  first 
mortgage  6s  of  1998,  rated  BBB  and 
trading  at  100%  to  yield  5.8%,  or  65 
basis  points  over  Treasurys.  If  the 
spread  widens  significantly,  buy. 

Reich-Berman  likes  the  A-quality 
Public  Service  Electric  &  Gas  Co.  first 
mortgage  6V2&  of  2004,  trading  at 
1 00%  to  yield  6.5%,  or  55  basis  points 
over  Treasurys.  This  New  Jersey  utili- 
ty can  cope  with  competition  because 
its  average  cost  of  generating  power  is 
a  reasonable  4lA  cents  per  kilowatt- 
hour.  MR 
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STOCK  MARKET 
WARNING: 


Every  day  that  passes 
brings  us  one  day  closer  to 
the  next  stock  market 
debacle.  But  don't  panic. 
The  stock  market  NEVER 
makes  a  big  move-up  or 
down-without  giving 
plenty  of  advance  warning. 
Many  investors  think  the 
MARTIN  ZWEIG  500  point  "Black  Monday- 
crash  on  10/19/87,  came  right  out  of  the  blue. 

Not  so.  My  key  indicators— 22  Monetary,  and 
36  Sentiment  and  Momentum,  clearly  signaled 
sharply  rising  risks  in  August  and  kept  getting 
worse.  These  indicators  guided  my  Zweig 
Forecast  to  a  9%  gain  on  Black  Monday,  a  50.4% 
gain  for  1987,  and  a  685.9%  gain-with  not  one 
down  year-for  the  past  13  years  ending  6/93. 
(Past  results  are  no  guarantee  of  future  results.) 
The  Zweig  Forecast,  published  every  three 


weeks,  continually  updates  my  market  indicators 
and  maintains  a  securities  portfolio,  which 
earned  the  profits  detailed  above  and  that  you 
can  easily  follow,  step-by-step. 

Try  The  Zweig  Forecast 
and  we'll  rush  you  the  un- 
listed phone  number  to 
Zweig's  telephone  hotline, 
updated  at  least  three  times 
a  week,  plus  a  gift  copy  of 
Zweig's  newly  updated 
best-selling  classic  ($20 
retail).  Pro  rata  money-back 
guarantee  of  course.  EXTRA  BONUS 

Three-Month  Trial  $55 
One-Year  $265.  Visa/MC. 
1-800-535-9649  Ext.  9063 

THE  ZWEIG  FORECAST 

PO.  Box  2900,  Wantagh,  NY  11793-0926 


VOICE  MAIL 


BUSINESS  OPPORTUNITIES 


...  Smm 


r.' 


Let  our 
systems  do 
your  talking. 
Complete  voice 
processing 
systems  start 
under $300. 


Voice  Mail 
Call  Processing 
Fax-on-Demand 

1-800-947-4884 

Demo  (S10)  522  3800 
FAX  (510)  522  5556 

TECHNOLOGY.  INC  fj/ 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shelf  Corporations. 

Drfuuwr   C^II/W'Re 'or  ™«  KIT: 
VRvtstn  PO.BOX484-FB 
V  Wilmington,  DE  19899 

■  800-321 -CORP- 302-652-6532 


$  OVER  ONE  BILLION  $ 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manufacturing  to  Small  Retail  Shops 
No  Brokerage  Fees 
VHP'  Sell 

\^jJS  1-800-999-SALE 
GREAT  WESTERN  business  services,  inc. 


NATIONWIDE 


Pier  1  imports 


Store  No  900  Associate  Store 

A  Home  Furnishings  Retailer 
Must  sell.  Undercapitalized 
w/unlimited  sales  potential. 
Will  consider  capital  investor. 

Write  to;  President,  Amcorp 

P  0.  Box  44,  Mobile.  AL  3660 1  -0044 


Bflws  sutuect  to  cfiange  withoul  notice 


EDI  BOOK 


CONTRIBUTIONS 


Electronic  Data  Interchange 

A  new  book  on  EDI  written  from  a 
business  perspective  by  RJ.  Crowley, 
one  ot  America's  foremost  ai  'horities  on 
EDI.  hard  cover  224  page?  $42.50  we 
pay  postage  check  or  M.O.  to  Research 

Triangle  Consultants,  Inc  Dept.  F 
P.O.  Box  12031  RTP  N.C.  27709-2031 
1-800-382-5284  FAX  919-380-1727  MC  VISA 


CONTRIBUTIONS  NEEDED 

Korean  Methodist  Church  and  Institute.  New  York 
City,  needs  to  raise  $6  million  for  her  building 

fund.  She  raised  only  $2  million.  We  enjoy 
freedom  of  worship  in  Amenca.  Welcome  gifts: 
Marching  Funds.  Wills.  Annuities.  Memorials. 
Life  insurance.  Real  estates.  Please  reply  to 
633  W.  1 15  St.  NY  10025  1212)  662-1422; 
1516)931-1067  Fax  (212)  662-9696 


5,059% 
growth 


■Special  Trial  Offer- 


Fortune  Tell 


406%  growth 


NYSE 
Composite 


262%  growth 


t 

Value  Line 
No.1 
stocks 


price  appreciation  1 91 

Value  Line.  Just  $5i 

Value  Line  is  renowned  for  its  ability  to  predict  which  stocks  will  outperform  market  aver 
graph  shows  the  profits  from  once-a-year  portfolio  updates  using  our  famous  ranking  syi 
frequent  updates  did  even  better.  With  this  trial  you  gel  our  2.000-paae  stock-library.  1( 
our  subscription  service,  the  '94  JK  Lasser  Tax  Guide  ($14  retail)  with  hundreds  of  ma 
tips  and  a  24-hour  tax-helpline.  Or,  subscribe  now  for  1  year  for  $525  and  also  get  our 
calculator,  free,  with  specialty  keys  for  P/E  ratios,  dividends,  yields  and  more.  Allow  4 
residents  add  tax.  Trial  good  once  every  3  years  per  household.  30-day  money-back  guar; 
★★Ranked  No.  1  by  Hulbert  for  long-term  performance.** 

Call  1  800  833  0046,  ext.  2903,dept616H20toplaceacredit-ci 
 The  Value  Line  Investment  Survey,  711  3rd  Avenue.  NY,  NY  10017-4064 


THEATRICAL  BACKERS 


EDUCATIONAL  SER\ 


MONROE 


GAB  L 


University  Degr 

Home  study  Associate,  Bi 
Masters,   and  Doctoral 
Paralegal,     Law,  Psyi 
Business  Administration, 
Care  Administration,  Inte 
Business,    Human  Ret 
Technology  Management. 
Call  (800)  477-225* 
Southern  California  Univ 
202  Fashion-F,  Tustin  C* 


A  country-pop  musical 
moving  to  off-broadway. 

Now  accepting  inquiries  from 


i  accepting  inqu 
investors.  (212)787-8892 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government.' 

Virile  to 

Free  Business  Catalog 
U.S.  Government  Printing  Office 
Office  of  Marketing— stop  SM 
Washington   IX  2(1401 


COLLEGE  DEGI 

BACHELORS  ■  MASTERS  •  001 
For  Wort.  Life  m 
Eipeneme  •  No 
Attendance  F 
1-800-423 
FAX  (310)  4 
or  send  detain 
lor  Free  En 

Pacific  Western  Unive 

600  N  Sepuiveoa  ftvO  Dtp'  185  Los  AnpeH 


Forbes: 
Capitalist  Tool 


EXTERNAL  DEGI 

BA/BS  MS/MBA  PhC 
|  Credit  for  work  ./lite  exp  •  A 
(800)  955-8879  (24  r 

LaSalle  Univer 

Dept.  879  Slidell,  LA  704! 


SHARING 


ELLANEOUS  FOR  SALE     ■  PRESENTATION  EQUIPMENT 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


STMENT  GEMSTONES! 
jtANTEED  LIQUIDITY!!! 

&  sell  Diamonds  and  all 
i  Gemstones.  Free  wholesale 
;ince  1967!  Member:  Jewelers 
f  Trade  &  Chamber  of 

rce. 

HOUSE  OF  ONYX 

iin  St..  Greenville.  KY  42345 
-844-3100  or  FAX  502-338-9605 


REAL  ESTATE 


•  Colorado  • 
gre  de  Cristo  range 

iramic  mountain  views. 

40  acres  $25,000 
ie  heart  of  the  majestic 
Rocky  Mountains. 

J.  Ryland 

Box  303  6WK4 
t.  Garland,  CO  81133 
(719)  379-3263 


It  keeps 
ore  than 
lemories 
alive. 


HE  AMERICAN  HFARF 

ASSCOJIAIION 
MEMORIAL  i'Rtd.RAM  • 


I**  American  Heart 
V  Association 


This  space  provided  as  a 
public  service 


L  A  S  E  R 
POCKET  POINTER 

■5SS*-' 


P.O.  Box  2712 
San  Ramon,  CA  94583 


>  H  You  Buy,  Buy  Quality 
•  Range  up  to  100  yds. 

>  WE  include  2  AAA 
Batteries 

» Pocket  size 

TOLL  FREE 
800-291-5511 


WATCHES 


FINE  WATCH  SALE 


SAVE  50%  ON  QUALITY 
PRE0WNED  &  VINTAGE 
TIMEPIECES 

Choose  from  Rolex,  Cnrtier, 
Patek  Philippe,  and  more. 
SEND      FOR  OUR 
Full  COIOR  CATALOG 

Please  include  your  name,  oddrett  and  telephone. 


Ill  V  *  SELL  *  TRADE  ♦  REPAIR 

Gray&Sons 


COCONUT  GROVE 

305)  448-0130 


1-800-654-0756 

Proudly  nol  on  authorized  dealer  of  any  watches  mentioned. 
The  watches  named  in  (his  od  ore  registered  trademark  . 


EXECUTIVE  GIFTS 


Permanently  end  back  pain 
by  training  your  back  to 
properly  support  itself. 

Endorsed  by  Health 
Care  Professionals 

PosturEvolution 

Posture 
Education 
Products 

43  Katonah  Avenue 
Katonah,  NY  10536 

800-392-0363 
$84.95 


Dinosaur 

Art  Series  I 


UTAH  RAPTOR  OSTROMAYSI 

THE  ULTIMATE  PREDATOR 
BRONZE  LIMITED  EDITION 

$140.00  <8",X6-h) 

Plus  $8  Shipping  &  Handling 
MC/VISA 

P.O.  Box  9080  •  Denver,  CO  80209 

PREHISTORIC 
PRESERVATION 


KSIIIl'fOtASN 


•  16"  to  22"  models  ore  hand- 
crafted from  solid  mohogony  with 
hondpomted  makings  and  details 

•  Over  160  models  in  stock 

•  Priced  from  $99.50 

•  Satisfaction  guaranteed 

Call  1-800-950-9944 


II  aVI  II  III 


WOMS  lUDINGMMftt 

WIN 
uiosairiuKS 

U25S  No*  m  Street 
Vomdok  fap»t  « 85W) 
(tOTIWBil  —  ZtZ 


FORBES  MARKET/ 
CLASSIFIED 

To  spotlight  your 
specialty  product  or 
service  to  an  affluent 
proven  responsive 
executive  audience: 

WRITE,  CALL  OR 
FAX:  LINDA  LOREN 
FORBES  MARKET/ 
CLASSIFIED 

60  Fifth  Ave., 
N.Y,  NY  10011 

(212)  620-2440 
(212)  620-2472  (FAX) 


Cut  iipici  ai  Sail  Ivknlm 
toj  Yui'hks  MiW'Mi  Hum}, 


Flying  Cloud 


World-Class  Craftsmanship 
Other  Fine  Nautical  Works  Available 

SEACRAFT™ 

CLASSICS 

7fl50£.  fra/Bfld.  Ste.  109,  Scottsdale.  AZ  85260" 
FAX  (602)  998-2314  •  (602)  998-4988 

For  Our  Catalog  Call  (800)356-1987 


INVEST  IN  HISTORY 

Who  is  your  hero? 

Lincoln,  Churchill,  Curie, 
Mozart,  Einstein,  Hemingway, 
Babe  Ruth,  Neil  Annstrong, 
Marilyn  Monroe. 

We  buy,  sell  and  auction 
Manuscripts  and  Autographs, 

Rare  Books,  Fine  Art, 
Animation  Art,  Hollywood, 
Sports,  and  Space  Memorabilia, 
Stamps  and  Coins. 

Write  for  a  Free  Illustrated 
Catalogue  and  indicate  your  area 
of  interest. 

Superior  Galleries 

of  Beverly  Hills  Est  1 930 

9478  W  Olympic  Blvd.,  B.H  ,  CA  902I2 

800-421-0754 


AUDIO  BOOKS 


BOOKS 
ON  TAPE 


1  Wss 

•  Bestsellers  ' 
on  Cassette  1 

\  •Full-length  Z 
\    Readings  ; 

\\  •  Call  for  Free  „ 
Jj  Brochure  j 

(800)  626-3333 

EDITED  BY  THOMAS  JAFFE 


Ambition  x  efficiency  =  buy 

OPEC'S  RECENT  decision  not  to  cut 
production  further  has  sent  energy 
shares  tumbling.  No  end  soon  to  the 
surplus  holding  down  oil  prices.  But 
Alexander  Kirkpatrick,  who  runs 
Denver's  Kirkpatrick  Energy  Asso- 
ciates, doesn't  think  the  news  is  all  bad 
for  investors  in  energy  companies. 

As  oil  and  gas  prices  move  lower, 
says  Kirkpatrick,  there  will  be  less 
competition  for  superior  drilling  op- 
portunities and  acquisitions.  Be  on 
the  lookout,  he  advises,  for  compa- 
nies whose  costs  of  adding  new  re- 
serves are  very  low.  That  way,  you 
benefit  from  their  reserve  growth 
without  losing  the  value  of  those  re- 
serves to  falling  prices. 

One  method  Kirkpatrick  uses  for 
rating  the  120  companies  he  follows  is 
to  calculate  a  "plowback  ratio'" — 
that's  the  percentage  of  annual  cash 
flow  that  a  company  spends  on  drill- 
ing and  acquisitions.  He  then  multi- 
plies this  plowback  ratio  by  a  "value- 
added  index" — that's  the  increase  in 
the  present  value  of  reserves  divided 
by  the  amount  of  money  spent  to 
obtain  those  reserves.  The  result,  says 
he,  is  a  measure  of  two  things:  the 
company's  ambitions  to  grow  and 
how  efficiently  it  spends  its  capital. 

Kirkpatrick  recommends  three 
companies.  Two  trade  on  the  NYSE: 
Houston's  Cabot  Oil  &  Gas  Corp. 
(1992  revenues,  $148  million)  and 
Tulsa's  Vintage  Petroleum,  Inc. 
($102  million).  Recent  prices:  19% 
and  17V2,  respectively.  Then  there's 
little  o-t-c-traded  Barrett  Resources 
Corp.  (revenues,  $24  million),  based 
in  Denver.  Recent  price:  11%. 

Vintage  has  interests  in  the  Ana- 
darko  and  Ardmore  basins  in  Oklaho- 
ma, as  well  as  interests  in  Gulf  Coast 
areas.  The  company's  reserves  are  83% 
developed  and  slightly  weighted  to- 
ward oil.  It  also  operates  and  has 
ownership  in  17  gas  and  oil  gathering 
systems.  For  every  dollar  of  cash  flow 
Vintage  generated  last  year,  the  com- 
pany borrowed  more  money  and 
spent  $3.43  on  its  capital  program, 
mainly  for  the  acquisition  of  reserves. 
For  every  doliar  of  capital  spending 
last  year,  Vintage  added  $1.41  worth 
of  reserves.  There  are  20  million 
shares;  insiders  own  41%. 

Barrett  Resources  is  in  exploration 
and  production,  weighted  heavily  to- 


ward natural  gas,  mainly  in  the  Rocky 
Mountains  and  Oklahoma.  Last  year 
it  plowed  back  1 8 1  %  of  cash  flow  into 
capital  spending,  which  came  to  $9.5 
million.  Meanw  hile,  for  every  dollar 
spent,  the  value  of  its  reserves  in- 
creased by  99  cents.  There  are  1 1 .7 
million  shares;  insiders  own  17%. 

Cabot  Oil  &  Gas  was  spun  oft"  by 
Cabot  Corp.  in  1990.  (Cabot  no 
longer  ow  ns  any  of  the  20.5  million 
shares.)  Its  reserves  consist  almost 
exclusively  of  natural  gas  and  are  81% 
developed.  In  1992  Cabot's  plow- 
back  ratio  was  a  low  42%.  But  for 
every  dollar  spent  the  value  of  its 
reserves  rose  $3.74.  Last  year  Cabot's 
capital  expenditures  were  $37  mil- 
lion; through  September  1993  they'd 
hit  $150  million.  Wellington  Man 
agement,  Fidelity  Management  & 
Research,  Prudential  Insurance  and 
MIT  own  nearly  34%,  all  told. 


Newport,  R.I.  bridge 

Chemical  coating  by  Grow  Group. 


Will  Russell  Banks 

do  the  right  thing? 

New  York  based  Grow  Group,  Inc. 
(fiscal  1993  sales,  $366  million) 
makes  specialty  chemical  coatings  and 
paints  under  trademarks  such  as 
Ameritone,  Devoe  and  Harris.  It  also 
makes  detergents  and  maintenance 
and  cleaning  products. 

Last  year  earnings  from  continuing 
operations  grew  a  handsome  22%  a 
share.  But  analyst  Jerry  Melin  of  New 
York's  Gerard  Klauer  Mattison  esti- 
mates Grow  will  be  up  over  50%,  to 
$1 .20  a  share,  in  the  fiscal  year  ending 
June  30,  1994.  Moreover,  Melin  says 


$1 .20  a  share  is  nowhere  near  G 
peak  earnings  potential.  He  says 
benefit  as  the  housing  market  g 
and  as  the  severely  depressed  rr 
market  turns.  Hull  undercoatinj 
its  highest-margined  business. 

With  Grow  stock  recently  at 
the  NYSE,  Melin  says  it's  tradin 
just  10  times  expected  earnings 
you  back  out  Grow's  $40  mi  Ilk 
nearly  $2.50  a  share,  of  net  cash 

Grow's  got  takeover  appeal, 
Venezuela's  Corimon  S.A.,  the 
million  (sales)  producer  of  paint 
packaging,  owns  24%  of  the  It 
lion  shares.  Corimon,  whose  av 
cost  is  slightly  over  $16  a  share,  i 
to  acquire  the  rest  of  Grow.  B 
hands  are  tied  until  October  19* 
a  standstill  agreement. 

Melin  thinks  a  deal  may  be  s 
sooner  if  Russell  Banks  does  the 
thing.  Banks,  74,  has  been  G 
chief  executive  since  1962;  his 
ployment  contract  expires  in  th 
of  1995.  He  has  muffed  a  chan 
maximize  Grow's  shareholder 
before.  In  1988  Grow  sold  its  Pc 
division — in  over-the-counter  < 
and  personal  care  products — to 
agement  for  $61  million.  Pe 
went  public  in  December  199] 
now  has  a  market  cap  of  $2.2  bi 
nearly  10  times  Grow's. 

Banks  could  atone  for  that  mi 
by  doing  a  deal  with  Corimon  b 
he  retires.  Melin  thinks  Grow  is  v 
$22  to  $24  a  share.  Suppose  Cor 
were  to  acquire  the  rest  of  Grow, 
year  from  now  for  just  $22  a  s 
Then  your  return,  from  current  li 
would  be  nearly  50%.  But  ev 
Banks  stands  pat  and  Corimon  n 
its  move  once  he's  gone,  Melir 
ures  an  investor's  minimum  ar 
lized  return  over  the  next  two  ye; 
so  could  still  be  around  21%.  W 
while  the  stock  yields  1 .9%.  Buy 

Timmons'  ugly  ducklin 

Kevin  Timmons,  who  covers  N 
eastern  banks  for  Albany,  N.Y-l 
First  Albany  Corp.,  has  noted 
continued  rapid  consolidation  ii 
banking  industry.  Since  Aug.  30 : 
70  deals  have  been  announced, 
the  Northeast. 

Timmons  says  the  stocks  of  sor 
the  better- run  banks  he  follow; 
offer  considerable  appreciation, 
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)r  no.  Among  his  favorites: 
imton,  N.Y. -based  bsb  Ban- 
assets,  $1.1  billion);  Nashua, 
?ased  NFS  Financial  Corp.  (as- 
611  million);  Pawling,  N.Y.- 
Progressive  Bank  Inc.  (assets, 
million).  All  trade  over-the- 
:r.  Their  recent  prices:  bsb, 
4FS,  14%;  Progressive,  \7Va. 
Timmons  also  likes  some  ugly 
ng  banks  with  takeover  poten- 
fhe  stocks  are  o-t-c-listed.)  All 
high,  albeit  improving,  level  of 
rforming  assets.  Reserves 
It  nonperforming  loans  are  on 
,v  side.  Earnings  are  depressed, 
iston,  Vt. -based  Eastern  Ban- 
bassets,  $770  million)  has  23 
les  in  Vermont  and  New 
■shire.  Recent  price:  15.  The 
sells  for  only  74%  of  tangible 
and  for  ten  times  the  $1.50  a 
rimmons  estimates  the  compa- 
1  earn  in  the  fiscal  year  ending 
30,  1994.  He  thinks  it's  worth 
share  as  a  takeover.  There  are 
illion  shares;  insiders  own  7%. 
hester  Community  Savings  (as- 
3.8  billion)  has  28  branches  in 
York  State  and  16  offices  in 
1  New  Jersey  through  its  Shad- 
wn  Savings  Bank  subsidiary.  It 
is  a  significant  mortgage  bank- 
siness,  and  is  big  in  the  origina- 
nd  servicing  of  auto  loans, 
imons  estimates  Rochester,  af- 
iting  a  loss  this  year,  will  recover 
>ut  $1.80  a  share  in  1994.  Re- 
rice:  147/8,  valuing  the  bank  at 
ider  tangible  book  and  at  eight 
next  year's  anticipated  earnings, 
re's  a  deal,  Timmons  thinks  it 
:  at  around  $30  a  share. 
:erbury,  Conn. -based  Center- 
assets,  $2.8  billion)  operates 43 
les  in  the  state.  Recent  price: 
rimmons  predicts  it  will  earn  $1 
e  in  1994,  and  says  the  stock, 
;  for  slightly  under  tangible 
is  worth  over  $20  a  share, 
illy,  there's  Portland,  Me.- 
People's  Heritage  Financial 
>  (assets,  $2.4  billion),  with  54 
les  in  Maine  and  10  in  New 
•shire.  Timmons  looks  for  earn- 
f  $1  a  share  next  year.  Recently 
the  stock  sells  for  95%  of  tangi 
>ok  and  for  under  1 1  times  his 
estimate.  He  thinks  it's  worth 
share  in  a  deal.  There  are  15.5 
n  shares;  insiders  own  1 .5%.  SS6 


What  makes  Escort  9000 
the  perfect  holiday  gift? 


Escort  9000  Is  the  first  Digital  Spread  Spectrum 
consumer  phone  (patent  pending) .  It  offers 
uparalleled  new  levels  of  range,  clarity  and 
security.  This  is  the  cordless  phone  you're 
dreamed  of  owning  -  or  giving  as  a  gift. 
UNSURPASSED  RANGE 
Escort  9000  gives  you  up  to  four  times  the 
range  of  an  ordinary  cordless  phor.e.  < 
INCREDIBLE  CLARITY 
Escort's  advanced  digital  technology  pro- ; 
vides  incredibly  shaip  sound  quality.  . 
TOTAL  SECURITY 
Only  Digital  Spread  Spectrum  technology 
provides  absolutely  private  conversations,  ; 

Call  toll-free,  7  days  a  week: 

1-800-433-3487 

Escort  9000  $399 

Free  shipping  &  handling  OH  res.  add  6%  sales  tax. 

►  Department  1010D3 
5200  Fields-Ertel  Road 
Cincinnati,  Ohio  45249  § 


ASK  ABOUT  OUR  MONEY-BACK 
HOLIDAY  GUARANTEE 


ft 


Where's  the  best,  most  cost- 
efficient  place  to  market  your 
mobile  communications  products? 


The  Forbes  ASAP  High  Tech  Marketplace  is  a  direct-response 
section  that  reaches  thousands  of  CEOs,  top  managers  and 
small  business  owners  who  are  interested  in  and  use  your 
mobile  communications  products:  cellular  phones,  data/fax 
modems,  laptops,  desktop  publishing,  software,  carrying 
cases,  etc...  Best  of  all,  the  High  Tech  Marketplace's  fractional 
unit  rates  optimize  your  advertising  cost  efficiency. 

For  more  information 
contact  Linda  Loren  at  [2121 620-2440 
or  Fax  (21 2]  620-2472 

Forbes  ASAP  Date:  February  28, 1994 
Free  listing  on  reader  service  card  is  available. 
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THE  MOST  EFFICIENT 
RELIEF  AGENCY 
IN  THE  WORLD 
RUNS  ON  A 
SIMPLE  PREMISE: 

"LET'S  GO." 


There's  no  time  to  organize  meetings. 
Or  fact-finding  committees. 

When  disaster  strikes,  you  get  a  plane. 
Load  supplies  and  volunteers.  And  work 
out  the  details  once  you're  airborne. 

That's  what  AmeriCares  does.  So 
efficiently  that  MONEY  magazine  calls 
them  "the  most  cost-efficient  health  and 
medical  charity  in  the  world."  And  no 
wonder  -  for  every  $25  contribution,  they 
deliver  $575  worth  of  relief  supplies 
directly  to  the  people  who  need  them. 

How  do  they  do  it?  First,  they  get 
businesses  to  donate  medicines,  bandages, 
blankets,  food.  When  disaster  strikes, 
these  supplies  are  rapidly  moved  from 
warehouses  to  an  airfield  in  Connecticut. 

At  the  same  time,  AmeriCares  mobilizes 
teams  of  doctors,  nurses  and  other  volun- 
teers. Within  hours,  they're  ready  to  fly. 
All  that's  needed  is  money  to  charter 
the  planes,  pay  for 
the  fuel  and  secure 
landing  rights. 

And  that's  where 
AmeriCares  counts 


on  you.  Your  contribution  is  vital,  and 
its  effects  immediate.  So  immediate,  you 
frequently  see  the  results  of  your  help  on 
the  next  day's  news. 

Like  when  you  saw  AmeriCares  become 
the  first  agency  to  help  the  Kurds  fleeing 
into  Iran.  The  first  into  Armenia  following 
the  earthquake.  And  the  first  to  aid  the 
victims  of  Yugoslavia's  civil  war. 

At  home,  you  saw  AmeriCares  helping 
the  victims  of  Hurricane  Andrew.  And, 
most  recently,  bringing  desperately 
needed  relief  to  families  in  America's 
flood-ravaged  heartland. 

If  you'd  like  to  become  part  of  this 
remarkable  story,  pick  up  the  phone  and 
dial  1-800-486-HELP.  Or  write  to  us  at 
AmeriCares,  161  Cherry  Street,  New 
Canaan,  CT  06840. 

Quickly  and  efficiently,  as  a  private 
citizen  working  together  with  the 

business  com- 
munity, you'll 
show  not  only  that 
America  cares,  but 
that  America  acts. 


WITH  YOUR  HELP,  WE  CAN  MAKE  A  REAL  DIFFERENCE.  AND  WE  CAN  MAKE  IT  NOW. 


EDITED  BY  DERO  A.  SAUNDERS 


more  things  change  . . ." 
years  ago  in  Forbes 


I 

m  the  issue  of  Dec.  22,  1923) 
lli't  forget  this:  European  up- 
■  ls  used  to  mean  very  heavy  sell- 
nf  American  securities  here.  Euro- 
lupheavals  now  mean  the  buying 
Inerican  securities  by  European 
■tors.  This  has  been  going  on  for 
lal  months,  and  the  unsettled 
Ileal  conditions  in  Britain  will 
>tless  mean  further  remitting  of 
ih  capital  for  safe  investment  in 
ountry." 

'all  service  which  the  Congress 
ender  to  the  country,  I  have  no 
ation  in  declaring  this  one  [tax 
ction]  to  be  paramount.  To 
:ct  it,  to  postpone  it,  to  obstruct 
(unsound  proposals,  is  to  become 
Drthy  of  public  confidence  and 
je  to  public  trust.  The  country 
s  this  measure  to  have  the  right 
ly  over  all  others." 

-President  Calvin  Coolidge 

years  ago 

M  THE  ISSUE  of  Dec.  15,  1933) 
ws  from  the  holiday  retail  front 
lat  formal  dress  sales  are  the 
st  in  many  years.  .  .  .  Knitted  and 
zontally  striped  neckties  will  be 
d  in  many  Christmas  stockings, 
ter  rugs,  women's  muffs,  hand- 
,  negligees  and  newly  'dolled  up' 
len  undergarments  are  popular 
.  So  are  sporting  goods,  high- 
:d  umbrellas  and  'consumer  cap- 
goods' — furniture,  electric  appli- 
:s,  china,  kitchen  utensils." 


These  twin  diesels  powered  the  1933 
Chicago  World's  Fair,  and  were  then 
switched  to  a  Burlington  streamliner. 


50  years  ago 

(From  the  issue  of  Dec:.  15,  1943) 
"This  cannot  be  a  Merry  Christmas 
for  mankind:  The  world  is  being  so 
unconscionably  drenched  with  blood, 
so  many  of  us  are  daily  anxious  over 
our  flesh  and  blood,  our  loth  and  kin, 
exposed  to  danger  and  death  on  bat- 
tlefields, on  the  oceans,  in  the  air.  But 
we  can  derive  encouragement  from 
the  steady  ascendency  of  right  over 
brutal  might;  we  can  buoy  ourselves 
up  with  hopefulness  that  by  next 
Christmas  our  archenemy  will  be 
crushed,  that  carnage  in  Europe  will 
have  ceased,  and  that  peace  will  either 
have  been  achieved  in  the  Pacific  or 
will  be  clearly  imminent." 

-B.C.  Forbes 

25  years  ago 

(From  the  issue  of  Dec.  15,  1968) 
"These  days  the  fanciest  stores  are  so 
anxious  to  hire  almost  any  help  that 
some  are  offering  employees  $10 
bounties  for  each  friend  they  get  on 


the  payroll.  [Saks  Fifth  Avenue]  is 
advertising  for  help  with  spot  radio 
commercials.  'We  offer  the  highest 
starting  pay  of  any  store  in  the  city 
[$2  an  hour],1  says  a  Saks  man,  'and 
we're  still  shorthanded.'  " 

"The  fact  remains — and  brokers  will 
admit  it  privately  when  pressed — that 
a  crime  wave  is  sweeping  The  Street. 
It  started  about  three  years  ago.  Since 
then,  men  (and  women,  too)  have 
stolen  tens  of  millions  of  dollars 
worth  of  stocks  and  bonds  from  the 
back  rooms  of  the  brokerage  houses." 


10  years  ago 

(From  the  issue  of  Dec.  19,  1983) 


Top  Hong  Kong  tycoon  Lord  Lawrence 
Kadoorie  died  Aug.  25, 1993  at  age  94. 


"Some  time  in  late  1977  the  Pacif- 
ic Basin  overtook  Europe  as  the  U.S.' 
biggest  trading  partner.  By  1978 
U.S. -European  two-way  trade  was 
$72.6  billion.  The  Pacific  Basin  coun- 
tries topped  that  by  a  fraction  of  a  bil- 
lion. Last  year  that  gap  widened 
noticeably:  U.S. -European  trade  was 
$1 10  billion,  while  trade  with  East 
Asia  and  the  Pacific  had  surged  to 
more  than  $125  billion." 

"Despite  complaints  about  unequal 
pay,  career  women  are  happier  than 
men  in  their  jobs,  according  to  SRI 
International,  the  California  think  tank. 
An  sri  survey  of  3,000  men  and 
women  found  that  61%  of  career 
women  thought  their  work  contributed 
to  society  |  vs.  |  47%  of  men."  HQ 
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Accuse  American  business- 
men of  being  responsible 
for  radicalism  and  they 
would  indignantly  deny 
the  accusation.  Yet,  in 
one  fundamental  sense, 
they  are  responsible.  They 
are  responsible  in  the 
sense  that  they  have 
utterly  neglected  to  take 
part  in  the  work  and  the 
organization  which  precede 
the  choosing  of  candidates 
for  political  office.  Local 
political  organizations  all 
over  the  land  are  conducted 
and  controlled,  as  a  rule, 
by  politicians.  .  .  . 
Businessmen  have  shirked 
such  responsibilities, 
leaving  an  untrammcled 
field  to  others  less 
capable  of  carrying  on  the 
administration  of 
government. 


-B.C.  Forbes 


[t's  a  wonderful  feeling  when 
you  discover  some  evidence 
to  support  your  beliefs. 

-Anonymous 

A  day's  pay  for  a  day's 
work  is  more  than  adequate 
when  both  the  work  and  the 
pay  are  appreciated  as  much 
as  they  arc  expected. 

— CULLEN  HlGHTOWER 

The  trick  in  life  is  to  decide 
what's  your  major  aim — to  be  rich, 
a  golf  champion,  world's  best 
father,  etc.  Once  that's  settled, 
you  can  get  on  with  the  happy, 
orderly  process  of  achieving  it. 
-Stanley  Goldstein 

He  that  hath  no  rule  over 
his  own  spirit  is  like  a 
city  that  is  broken  down 
and  without  walls. 
-Proverbs  25:28 


A  Text... 

Whence  then  cometh 
wisdom?  and  where  is  the 
place  of  understanding? 
Seeing  it  is  hid  from 
the  eyes  of  all  living, 
and  kept  close  from 
the  fowls  of  the  air. 
-Job  28:20-21 


Sent  in  by  Arthur  0.  Roberts, 
Yachats,  Ore.  What's  your  favor- 
ite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


On  the  subject  of  singing, 
the  frog  school  and  the 
lark  school  disagree. 
-Chinese  proverb 

Nature,  in  her  wily  way, 

Provides  for  our 

terminal  care; 
It's  quaintly  called  "'eternal  rest," 

And  all  of  us  get 

the  same  share. 
-Art  Buck 

Where  there's  marriage 
without  love,  there  will 
be  love  without  marriage. 

-Benjamin  Franklin 


More  than  3,000  "Thoughts"  have  been  collected  in 
a  hardcover  edition  bound  in  green  and  gold.  To  order, 
send  $27.50  to:  Forbes  Books,  P.O.  Box  11234, 
Des  Moines,  Iowa  50340.  Add  sales  tax  on  orders  in 
New  York  State  and  other  states  where  applicable. 
For  faster  service  call  1-800-234-4553  and  charge  to 
your  credit  card. 


After  all  these  years,  I 
see  that  I  was  wrong  about 
Eve  in  the  beginning;  it 
is  better  to  live  outside 
the  Garden  with  her  than 
inside  it  without  her. 
-Mark  Twain's  Adam 

Whatever  liberates 

our  spirit  without  giving  us 

self-control  is  disastrous. 

-Goethe 

When  [a  politician]  is  in 
opposition,  he  is  an  expert 
on  the  means  to  some  end; 
and  when  he  is  in  office  he 
is  an  expert  on  the  obstacles 
to  it.  In  short,  when  he  is 
impotent  he  proves  to  us 
that  the  thing  is  easy;  and 
when  he  is  omnipotent  he 
proves  that  it  is  impossible. 
-G.K.  Chesterton 

Judge  a  man  by  his  questions 
rather  than  his  answers. 
-Voltaire 

Guilt  is  ever  at  a  loss,  and 
confusion  waits  upon  it; 
while  innocence  and  bold 
truth  are  always  ready 
for  expression. 
-William  Congreve 

It  gets  harder  and  harder 
to  support  the  government 
in  the  manner  to  which  it 
has  become  accustomed. 

-Anonymous 

The  passions  are  the  humors 
of  the  mind,  and  the  least 
excess  sickens  our  judgment. 
If  the  disease  spreads  to 
•the  mouth,  your  reputation 
will  be  in  danger. 
-Baltasar  Gracian 

The  highest  reward  for  a 
person's  toil  is  not  what 
he  gets  for  it,  but  what 
he  becomes  by  it. 
-John  Ruskin 
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